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Foreword

Demonising the moneylender is a hoary tradition. If love of money
was the root of all evil as the saying goes, the moneylender was its
horrendous pracritioner. Hence it was, perhaps, that institutions had to
come inte being to lend money, For, mstintions, being impersonal entities,
Wers -,_'q.|_||-.::-_‘-|:|. ta be devold of |-_!|".:':IJ anvd Ui propensity b '_'."".[!|-:.li:l
Jistress. Banks and credit cooperatives emerged for this role.
Meverthéless the private moneylender, cockroach-like continued to
pperate if not to flounsh, especially among the less endowed amd the
noor, The reason? The risk factor was o daunting for the institutions.
This risk aversion — some think it was selective in relation (o the poar
_ distanced the matitution from the poor. For the poor, one unkind source
seemed to have been replaced by another, only less so

The discourse in this study centres on the poar for it recounts Myrada’s
pursuit of its mission, which gives a promingnt place for the upliftment
of the poor

Money doesn't grow on trees, the institutions said. It had to come from
exming and savings of others and secured repayments Were NeCessary
tylend it out, The poor needed money and were mote than willing to
repay from out of their savings but they could give only a word of
honour for due repayment. By definition the poor cannot have savings,
the institutivns fielt, But somehow or other an unhlemished moneylender
had to be found to come to the aid of the poor. Government did try to
step in with taxpayer money. It fearlessly trod into the risky territory of
the private moneylender. Schemes were launched which bludgeoned
end twisted arms in the banking system. The results were less than
comforting fo the poor. The human face of the schemes bore the
territory s marks




If the poor could but pool their savings and lend to each other would it
nol be a lending mechanism minws the stigma of the moneylender?
The idea of the Self-help Affinity Groups was conceived and developed
by Myrada for this role. Myrada's field experience during the last two
decades has been witness to the advent of a refreshingly different
lender for the poor. Creating groops of the poor for joint tasks is not
easy or simple. Myrada's work has been a saga of experiment and
evaluation carried out sicadtastly despite confusing crosscurrents, The
eredit for this marvellows effort belongs entirely o the author, Sri Aloysius
Femandez,

Successive chapters of the book take the reader through the logic,
ramifications, linkages and results of the Selfihelp Affinity Group
system. The two opening chapless pive a splendid overview and the
rest are rich in data and analysis

Poor people are human beings with individuality — individuals incessandy
al wark, fighting against poverty. There & a limil up to which mdividuals
can camry on the fight on their own. They can cross that fimat only if
they can join with others, like-minded, poor people in the community,
akin to themselves. This is the institutionalisption they need, such
institutionalising goes from the base upwards (unlike a system hased
on forced savings). It goes even higher when groups of the poor link
themseives into widening pools, by forming federations, The author
emphasizes this point with evocative coastal imagery. A poor man, of
18 it woman, is taught to fish and strides towards the nver. Ohstacles
abound in the path, some of them placed by the non-poor, which the
poor one cannot overcome single-handedly. The river becomes out of
reach and skill becomes valueless. Not so if the poor go in a group.

1o this fundamental dimension of the Self-help Affinity Group as an
mstitution of the poor another gets added. Poor people belong to a vast
ind amorphous thing known as the unorganised sector. If they nead to
gel into or get linked with, the organised sector they have to first
mstituticsalise themselves, They have to form a body, which can reach

into the savings and entreprensurship of mdividual poor people and with
that backing, deal with the hassh orgamsed world. Self-help Affinity
Ciroups fill the bill as they have good knowledge of thewr members and
can generate savings and other activity within their membership on 4
sustainable basis, They fit the role betier than, for example, a trade union
of the poor oF anti-poverty corporate, which privatises poverty alleviaiion.

The Myrada mode] of money lending rests on Self-help A ffinity Groups
and understandably enough, the groups canmof be wished mbo existence
by a command from above as it were. Dedicated fieldwork, high
motivation for essisting the poor, & comimitment o confer comprehensive
autonommy on the groups, an open-mind to course commection. and lastly
a total absence of hurry, comprise the long hst of requirements. The
shsence of even one or bwo of the elements & enough to bring discredit
to the model, But all the elements together can build healthy Self-help
Affinity CGerowps and & micro credit system, which can transform the
pountryside. It is not the system bt the way groups are evolved that
will protect micro credit from the obloguy sticking to the moneylender.

Landable money lending however cannol rémain as the sole
preoccupation of the groups, There is more 1o life, even for the poor,
than securing loans. Myrada brought into play all its skills and experience,
combined with essential humility and a respect for the common senss
of the individueal poor to start up and ourture the Self-help Affinity
Oroups. The groups were first inducted into & vaniety of proficiencies.
which are the mundane requirements of money lending. Thersafier,
the groups developed their own mitiatives to pursee their aspirations
and to deal with the forces impinging on them, Here too Myrada gave
training, especially 1o highlight the decision space they possesscd and
the way to exercise the total automomy that they enjoyed over this
space. This was real capacity building

Such traiming is part of 4 large and wide programme an wihich Myrada
invests a major chunk of time and effort. Personnel from many NGOs
and agencies as well as Myrada's own people are exposed to the




training courses. [n this way the concept of the Self-help Affinity Groups
has travelled wide in the country, Affinity proups and Self-Help Groops
and commnations of the two have been formed by numerons NGOs
Micro credit thus seems in recent times to have acquired a place under
the hamking sun. As a corollary the poor and therr poverty have come
under the microscope. For instance, a three-way divizion has been
made among the: poor, to study results in the fine grain, and to address
concerms ahout equitable distribution of credit benefits within the poor
groups. The remedisble has been distinguished from the inescapable
among the causes of poverty. Mothing but good can come from such
detailed research. Ome hopes for more such research, resulting in
mntelligent action for a poverty-free land

Concepts (such ds msiitubional space owned by members), izsues
{such as the localisation of rules, functions and sanctions within the
group), effects (for example the influence of resources - credit,
natural résources, whatéver — on the structure of the group) and so
on, & hundred facets, have been analysed in the paper. Experience,
judgement, Hime series statistics, evaluation reports of experts, and
much more hive been mustered n this presentation. A message that
comes through it 15 that micro credit institutions of the poor promaote
the sustainable empowerment of poor people within the membership
and even beyond the group.

The puper has been enriched by the passion with which Sri Femandez

has applied himsell w the concems of the poor. Tt is enlightening 1o
rt‘:.,’u_| i

M.AS. Kajan
Chairman, Myrada, Bangalore
Fanuary 20d1

| Foreword

Alleviation of poverty has been at the centre of development
planning 11 India since achieving Independence fifty years ago.
No doubt, substantial economic progress has been made during
this period. The proportion of people living below the p-.:-'-::-:l'.f.lit!':!
has come down, but remains unacceptably high. It was seen Irom
the experience of the first three decades that the benefits of
development had not percolated to the poorer sections of society

It was generally also realised that it would not do to view Lhe pooT
in the aggregaie; there was a wide spectrum of poverty and priority
had to i:-;; given to mitigate the distress of the poores] fegments.
From around the mid 70's, growth-mediated poverty reduction was
supplementad by measures designed Lo make a direct attack on
poverly, such as self and wage employment programmes and
provision of basic minimum necds. For the poorest of poor, special
schemes were devised such as ‘Anryodaya’, differential mierest
rate lending and the like, But these did not turn oul to he as
pffective as one had hoped

As studies have shown, a major reason for the lacklustre results
of these Government programmes has been the failure to involve
the loeal community design, implementation and monitoring. This
is aggravaied by the fact that such schemes mvariably have a
preset design rigidly applicable to the whole country, Thess apart,
the poor had virtually no sccess to credit from either the banking
or cooperative system. What was needed was a system which
could be accommedated within the existing village environmeit,
had the autonomy to take quick operational decisions and caler
for the individual needs of the poor. It was in response to this




need that the self-help groups or, as the author prefers to call,
AfTinity groups came inlo existence. mainly promoted by NGOs
These are groups held together by shared needs or interests and
traditional social relatuons. In this effort, Myrada has been a
pioneer and has successfully promoted a large nember of affinity
groups in Andhra Pradesh, Karnataka, Tamilnadu and in other
states of India and abroad

As the author has explained, the Myrada model is onigue and
has been evolved consciously from the concept that Myrada’s
own tale would be that of a support and resource NGO, assisting
the affinity groups in their formative years throngh initial
community mobilisation, training and guidance. Myrada is clear
that the affinity groups musi be enabled to become self-sustaining
where after Myrada would withdraw. It 15 pratifvimg that the
groups promoted by Myrada are teday mobilising savings of its
members, attracting lines of credit from banks and extending
credit om o s1zeable scale and have begun to play a wider role In
sOCiety.

Myrada has always believed in a rigorous evaluation of its
concepts and activities, internally as well as by outside agencies
In this book, based on three recent evaluaiion reports, the author
looks at sorme areas of concern and critical Iv examines how well
the groups have been able to deal with them. Among these are
- how far have affinity groups catered for the needs of the
poorest sections of the society? Do these sections have a volce
in the management of the groups? Has the economic and social
status of the very poor improved over time? Has there been any
improvement in the status of women? Has the role of the groups
exlended beyond providing credit? Has there been any
empowerment of the weaker sections of society?

1t is encouraging that the answers are positive. They endorse
the robustness of the Myrada approach. What is more, the
importance of institutions stands out boldly. Institution building
is arduous and demands perseverance. This is where NGls
eminenthy fit in. The importance of institations in bringing about
sacio-economic uphifiment of the poor needs (o be re-emphasised,
as there continues to be a lack of understanding of the concept
of self-help gproups in different quariers including the
Grovernment.

Fhe success of Myrada owes a great deal to the vision and
dypamism of its Executive Director, Sri Aloysios P Fernandez,
1.1.:.|:'I|.1 has authored this book. It is most appropriate that he was
honoured with the award of Padmashri earlier this year. 1 take
this opportunity 1o pay my personal tribute to him

T.R.Satish Chandran

Board Member, Myrada, Bangalore
January 2001




‘ INTRODUCTION

The core of its Mission, which has dniven Myrada s inlerventions
since 1983, is to foster the growth of institutions of the poor. This
title. therefore, should be further qualified to read as: "Putting
Poor People’s Institutions First — Even in Micro finance”. The
content of this study flows from Myrada's experience i the ficld
cince the mid-eighties. Examples of the yvanous calggorcs of
people’s institutions are the Self-help Affinity Groups (hereafter
referred to as “Affinity Groups”), Watershed Management
Associations, Village Water and Sanitation Committeess,
Federations; Village Forest Committees, School Betterment
Committees, and several others. Each category of institution i%
gtructured differently, but they were no structurad from above
or az a priori. To add to this diversity, Insttulions W ithin the same
category do not follow standardised rules. Each ome evalved
tzrgely because the intervention strategy provided institutiondl
space that the members owned and because they were supported
to develop their own mission, rubes and functions, Toa large extent
the structure that evolved was conditioned by the funciions af the
institution and by the nature of the resource to be managed by
each category of institation, be it credit or matural resources.

Studies, including this one, have also provided adequate evicence
that the experience of governimg these institutions was a major
ingtrument of people’s empowerment, which is a key objective in
Myrada's intervention strategy. Whether these institulions are
expected to remamn “forever” or whether they dfe appropriafe
instruments of empowerment at a particular stage in people’s
progress and will be re-engineered by peaple as they progress, or
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allowed to wither away, are issoes which will emerge as Myrada’s
experience progresses. This study hopes 1o provide some insights
ot this stage. It is an attempt to carry the process a small step
forward.

here have been attempts to use credit provision as the dominant
instrument in empowerment sirategy. The South Asia Poverty
Alleviation Programme implemented in six of the seven SAARC
countries — including India — is an example. There is ample
evidence to support the position that a strategy that is limited to
the provision of ¢redit is not an empowering instrument, At most
il is a minimalist approach to empowerment. Even so, it is not
credit per se. but the management of credit and the quality of
governance of the institutions set up by people to manage cradit,
that empowers. And since the management of credit -:iifFL!fs from
model to model, it follows thdt the structure of the credit
mandgement model plays a critical role in empowerment. The
findings of this study highlights the impomance of institutional
capacity building of the credit management groups as a basis for
an empowerment sirategy with the potential for sustainability

The potential of credit as ah empowering tool is reduced if the
credit management process of savings, lending, and repayment is
not developed by the group and controlled by it. If decision-making
regardmg loans is shifted outside the group as in 4 classical banking
madel, if rules and sanctions are imposed from outside, the potential
for empowerment through credit management is diminished. If
the accompanying organisational and financial systems are not
adequately developed by the group, respected by all members,
adapted to emerging situations and maintained by the members of
each group, their control will gradually diminish. If the Erolups are
used to implement the interveners programmes they will disappear
when the programme ends. Further. credit is a dou ble-edged tool

tndrodic o

If provided in amounts that people’s institutions canmol absorb it
tends to weaken the degree of ownership by the members of the
group; in turn this underminegs the process of institution building
and the potlential for empowering the poor. The latier scenario is
frequently found in projects supported by donars and Gevernments
where disbursement targets are the driving force and where the
people’s groups are reduced to being another link in the delivery
chain. It is Tor these reasons that projects vulnerable (o pressure
to disburse credit and to monitor progress, only by the amount of
eradit disbursed or savings mobilised, do not contribule fo nstituton
buildimg,

This study attempts to throw light on the question whether credil
management is a useful instrument for institutional building — and
if it is —what are the features of credit management that contribute
ta this potential for institution building. Whether institution building
leads to empowerment is a query that the study also throws light
upan. The empowerment of the poor can be considered both within
the group, as well as outside; this study documents findings in

bath ar=as.

Another concern that this study attempts to address is whether all
the members of the Self-Help Groups are empowered or only a
few, Translated, this gquery takes the popular form: Do the
organisational processes that operate in Self-help Affinity Growps
ensure that the poorest members share in the benefitz in an
equitable manner?

This study analyses the number, size and purpose of loans which
the “lower poor”, “middle poor” and “upper poor” have accessed
It looks at the trend in savings to assess whether they are “Torced”
or “voluntary”. It documents the number of “lower poor™ who
have held positions in the groups and the number of members
who have been elected to the Panchayat Raj Institutions. [t assesses
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the mpact of groups on village life and the impact on gender
relations m members” Families, I also documenis the degree of
“poanomic’” progress achieved ':-:.- EFOLp imembers

Finally, this study attempts to present a case that structural
constrammts i the institubional sphere that lead to and hold people
i poverty dare equally important as the constraing: that restrict
their political, economic and social space, The study focuses on
Myrada's experience which started in the early eighties {1984-
BT} it began by fostering alternate institutions of the poor, before
ittempting to change policy and the institutional framawork of
exitling sysiems which tend to deprive the poor of opportunities
and keep them un-empowered. Myrada’s experience confirms that
once these alternats institutions are functioning, changes in policy
and in operating systems of the official institutions are more easily
achieved. Myrada does not attempt to mainstream these alternate
systems set up and managed by the poor; rather the stratepy is 1o
get official systems (the mainstream) to accept the alternate
systems and to support them. Attempis 0 mainsiream these
alternate institutions rather than to change official policy and
svstems o accepl these altemnate institutions in their own right
could also resull in disempowerment. Empowerment therefore is
hased on and grows out of people’s own institutions; it is not
bestowed on them by anyone ar by any attempt (o decentralise.

It the reader has the patience to go through the first few chapters
shelbe may find "food for thought™ in the last five! The author is
grateful 1o Shri Rajan and Shri Satishchandran for their foreword

AP, Fernandez
Executive Director, MYRADA

1 THE INDIAN MODEL

With reference to models related to credit provision, which is the
focus here, it neads (o be stated ¢learly that Myrada is not a MFI
{Micro Finance Institution); it doss not hold the savings of Sclf
Help Affinity Groups in its account nor does it advance loans.
The reasons for this position is explained in detail in an artbicle
entitled “Is Micro Credit Heading Towards a Macro Mess™ which
is attached as Appendix § for ready reference. Unfortunately, the
popular perception is that Myrada functions like an MFIL; as &
resull, Financial Institations with funds meant for micro-credit ane
curious when Myrada refuses to borrow from them and on-lend.
The pressure on Institutions like SIDBL', HDFC? and others to
lend 1o intermediaries, particularly NGOz, (since they do not find
direct lending a viable proposition) is significant. This is
understandable, considering that funds to support micro credit
progrifmes, amounting to an approximate sum of Rs. 820 crores,
were lying unutilised with about six major Fls (both Government
and Povate) in June-July 204K

The “SHG-BAMK Linkoge” model is today recognized as the model
which is mosi appropriate to Indian conditions. It was launched
without any fanfare by MABARD and the RBI in 1992 and celebrated
its 10t anniversary in November 2002 when it became clear that it
was a success and that about Bs 2000 crores had been advanced by
Banks to Self-help groups all over the country. There were really
two distinet paths that led to the present scenarko.

I SIBE] - Small Industries. Development Bank of [ndia
1 HDFC - Housing Development Finance Corporation
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The first path began in 1984 when the first set of self help affinity
froups emerged spontangously when the larger co-operalives
-Irgcmﬁ-:d -I.l_'_-' ."-[_l.'q’ud:-. brake down des 1o conflict, These were fot

savings and credit groups. Myrada discovered that a degree of
ilr|-l1ll_'_-' exisied among the members of these small Ll g T ] whi
wanted to take up several initistives a5 well a5 to retuen the money
borrowed from the co-operative, but not to the co-operative; the
suggestion that they shoold return it to the “group™ that had
approached Myrada was ientati vely agreed o by the people. Myrada
Built on this affinity (which was based on (rust and mutusl suppori
and which was recognised as the major strength of the group)
:|I|-:a-u;:-'|‘| & package of iraining modukes which |'.|:||:|;_-,_' the EIOUPS T
build their vision'mission, strategies to achieve it and Ippropriale
finzncial and orgamsation systems and procedures 1o manage their
institutions (3.AGs) thot they had sed up. By 1986 Myrada had formed
about 300 groups and approached NABARD for an R & IF grant 1o
slart o pulot experiment [0 assess whether the groups could function
ne genuine institutions with fonctions that went beyond savinga
and credit, Myrada assumed that if the groups did function as
genuine institutions, then a awmber of rules poverning loans could

be waived and the Banks could lend io groups directly. Based on s
experience in the field, Myrada took the lzad in preparing training
modules for the groaps institutional capacity building and 10 help
the groups to evolve appropriate fimancial systems and monitor ng |
practices; Myrada also developed software 10 collect and analvse
dafa on the purposes and dites of loans, repayment performance
againsl porpose and size eto., eo that it coold answer the many

q:l:i:i-;-r-; raised i!'!:r MNABARD and the RRI

The second path began with the several stadies conducted hy
MABARLD and Myrada between |980 and 1991 to assess whether
the groups were indeed “bankable” and whether the wansaction
cosls of this model were competitive. Mo doubt the imfiuence of
financial institutions iended to highlight the financial functong of

The Tnidian Mosel

provisiom af credit) had emerged as o major factor in building the
ponfidence and skills of group members; it also played & major role
in motivating the group to meet regularly, These siudies proved 1o
HABARD and the BBI that the gioups were indead bankable. Itis to
the credil of NABARD and the REI that these two major financial
jrstilutions took sieps to change policy and o mvesl in iraiming
Bank officials so that the Cinancial institutions eould lend directly ta
growps {as distinct from lendigg to individoals in groups} nfier
pssessing the stréngth of the group os a institlution. The SHG-Bank
Linkage model which resulted feom this tnibative was lnunched in
(2. However unless Myrada had played a crucial role betwean
1987 and 1%70in proving that the groups were bankakle, this linkage
would not have been possible. Finally it must be recorded that the
SHO-Bank linknge stratepy was attempled a5 a pilot in Indonesia in
ihis mid &0s;but the pilod collapsed besiuse the Banks found the
ranadgction costs too high this was because they contimued (o
fupclion traditionally advancing individual loans to members in
groups and applying all the vsual Banking norms coverng inlerest,
purposs and repayment In West Afncathis :"H..It':r' wis ol belwern
the Bank and the groups but between the Bank and intermediaries
which on-lent to groaps. The direct linkage betwean Banks ond 5AGs
and the changes in policy that this strategy requised, together with
provision of training are features of the Indian model only

the groups vis-3-vis their social initiatives, On Myrada's past, it was
realised that the management of suvings and credit (rather than the

o >

Myrada's role in miero-finance was {and continues to be)

restricted to:

i) Identifying Affinity Groups, 1. ¢., Groops whose members
are linked together by a network of relationships which
enables tham o perform certain traditional, suppart functions
This affinity, which exists prior to any outside mfervention, 1s
based on a degree of mutual trust, reciprocity, functional
support and homogeneity among the members and a degree
of commitment ta selfl reliance and voluntarism; the level of
affinity may not be high but it was adequate to cope with

-
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iv)

¥l

vil

vil)

traditional needs. It constitutes what could be called -
traditional, social and institutional capital.

Strengthening the Groups institutional capacity = The
traditional social capital was not adequate to promote and
manage new functions and responsibilities. [t was therefore
necessary (o build new social and institutional capital (new
and deeper relationships of trust and mutual support, a greater
commitment to self reliance and voluntarism and necessary
skills and systems for functional interaction and networks)
o undertake new roles and responsibilibes

Training members to develop their confidence,
attitudes and skills lo manage nol only financial
resourees but to take the lead as change dagénls im socicty
and in the home; these strengths were necessary Lo cope
with the social and political barriers than obstructed the
empowerment of the poor and of marginalised sectors like
Women.

Lobbying for pelicy change so that the official finance
gystem recognises the aliermate sy stems of the poor in their
own right and supports them, instead of imposing official and
standardised rules in the name of mainstreaming people’s
institotions.

Training Bankers to assess whether the Groups are
bankable institutions and to establish a long term link with
them through a line of credit

Offering opporiunities for members to acquire new
productive skills.

Linking the Affinity Groups with banks, markets,
private sector enterprises and among themselves to form
Federations for on-going support to individoal groups,

The Indimn Model

puring 1984-83, Myrada made several studies related to the
<gructural causes of rural poverty. Dependence on credit was
identificd as one of the major factors that resulied in the poor
losing land, failing to build up capital and increasing their
dependence on those who had regular and assured sources of
income. The poor had limited access 1o credit from formal
institutions- hardly 20% of credit actually dishursed came for the
four official financing institutions, namely the Commercial Banks,
Regional Rural Banks {RRBs), Co-operatives and Land
Development Banks (LDB). The official institutions dispensing
eredit were subject to political decisions and pressures, lack of
capital and initiative, inappropriaic credit policies and norms and
a general sense of decay. Myrada also realised that i1 was not
enough Lo teach the poor to fish when they could not reach the
river. Their way was blocked by a host of hurdles mainly
comstructed by social and political forces which they could not
avercome alome. The SAGs individually and in Federations
provided them with the confidence, power and skills to negotiate
these hurdles and o work out solutions adapted 1o each situation.

This writer was asked in the mid-eighties to start in Indis a clone
of the Grameen Bank of Bangladesh, He pointed out that India
had a vast network of Banks. Though in some States, Banks were
(and still are) constantly in the red, particularly where they are
pverly politicised, in general, the banking sysiem funchions
reasonably well, Priority sector lending 15 mianduatory. The Regional
Rural Banks (RRBs) which were instituted in 1975, together with
the Co-operative Societies, were expected to spread the formal
eredit system in rural areas particularly among the poorer sectors
The RR Bs in particular (which incidentally were instituted in 1975,
two years befare the well known Grameen Bank of Bangladesh),
were eapeeied lo provide a delivery system with comparatively
low transaction costs, which was flexible and “friendly” especially
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to the poor. These are features which in the popular mind
characterise the Grameen Bank of Bangladesh. However, thanks
¢ & combination of aggressive irade unionism and unbalanced
soclism. the base of the BRBs was eroded. Yet their network
was established and there was hope that a2 majority of these
institutions could be revived

What India needed was not anolher Bank: rather it needed a
maodel which wsed the existing Banking network; but was
adequately decentralised (designed and contrelled by
people), low cost and [lexible enough to respond to the
complexity of individual needs. This was the basis for the
alternative credit system which Myrada had started promoring
betwesn 19RS and 1980 and which the Government and the Financeal
Insfitutions were jnvited to assess.? Myrada however insisted that
il this alternate systém was considered by Government to be
adeguate and appropriate to achieve the ohjective of
providing credit to the poor, and couold therefore he supported
officially, it would not be “mainstreamed™ by the financial
institutions; “mainstreaming” s uoderstood by official
ingtitutions meant that the alternate system had to accept
and ahide by the rules and procedures of the official system.
() the comtrary, if the Banks opted (o finance these affinity
groups, they would have to accept the rules designed by the
groups and to work within the framework developed by the
groups to manage their afTairs.

Myrada s approach to credit is imbedded in its overnll misgion to i
build peo ples instilubons % 1nslriments of EmpsErmenL M[.-rd.ﬂ;l'!-
blission goes beyvond promoding savings and credid, to empowerment
of the poor, To achieve this broader objective, Myrada assumed —
an the basis of its early expericnce - that it was necessary to invest |

For a detaibed description af this model please refer o, “The Myseda
Experience in Savings anl Credit” published in 1991 by this author.

| sl
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| in Boilding institutions of the poor whose structure and sysbzms
(organisational and financial) are designed by them, appropriate (o
(he resourcs 10 be managed, and bazed on tradihonal and colowral
porms and relationships. The assumpticn was that the structure of
(hese appropriate institutions and their governance sysicms
developed by the members would n ftum foster Lhe attitudss and
skills required for sustained management, would build the ability to
mobilise resources, to establish linkages and to initiate change
Together, these features forin the basis of empowerment. Several
impact studies have confirmed that this assumplion is valid. Myrada
concluded that participation of the poor, therefore, would not lead
directly to their empowerment; it would lead to building institutions
and linkages. The experience gained in building these siructures
and networks and in maintaining them { which requires coping with
vested Interests which try toundermine institutions of the poor] in
jfurn would empower the members.

The credil mnaag:m:n[ model that E'!'I'll.'IgL'd in the late flf,h[iEE.
after several vears of trial and error, was one with structural
features different from those of the Grameen Bank or the model
adopted by major MFLs which are all centralised and controlled
by a Financial Institution. It was initially called the “Credit
‘.-.i:maguumnr Group” approach by Myrada since the focus was
an “management” as an empowering tool. When NABARD started
supporting this initiative in 1987, the name of the model changed
tn “Self Help Groups”. When the Government of India decided 1o
officially accept this model in 1998-1999, Myrada decided to
change the name to “Self Help Affinity Groups™ to highlight the
critical importance of “affinity™ as a binding force. Incidentally,
affinity is not synonymous with ‘similar activity”

The differences between the groups formed by the Grameen Bank
and the Self Help Affinity Group Model are several

To begin with, the self-help group model started with identifyeng
affinity groups. Since this affinity existed before the NGO

o
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miervened, there was no fixed number of members o a proup;
the number in each group ranges from 15 to 21. Secondly, the
=Als were nod primarily formed to provide credit, but to meet
regularly to discuss their problems and their sirategies o avercome
them. Thirdly, when the members expressed the need for funds,
they took the decision to save: as a result the groups' capital was
bailt on savings. No promise was made that savings would leverage
grants; an the other hand the group was informed that if their
performance was good, they would be linked o Banks to access
loans; they would have to start 10 meel members credit needs by
disbursing loans from their savings. Foarthly, all the decizsions
regarding savings and loans as well as initiatives lo intervene in
gociety are taken within the gropp. The individual loan applications
do not have to be carried to a Bank. The group is free to loan for
any purpose. Analysis of data indicates that in the first year a
large number of loans were given for health, food, clothing and to
release members from momeylenders to whom assets had been
mortgaged ~ yet repayments exceeded 98%. The trend changed
over the next two years towards “irading™ and “asset™ loans.
Fifthly, the interest rates are decided by each group and they
differ from group to group and from loan to loan. Sixthly, the
interest earned does not leave the groop; it is added 1o the group’s
capital from which Ioans are advanced, Seventhly, members are
free to leave the Group according to the rules worked out and
agreed to by all. And lastly, the groups are linked to a Bank and
organised into federations, leaving Myrada the freedom to
withdraw.

These are some of the leatures that distinguish the groups
im thiz model from that of the Grameen Bank of Bangladesh.
Myrada believes that these organisational features are critical
to a credit management model for it to have the potential to
be an effective instrument to promote empowerment. Instead

W —
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of starting a clone of the Grameen Bank, the Government was
requested to change the official Banking policy to make it r!mn.-
responsive to the requirements of credil and savings
institutions like the self help aflinity groups, set up by the
people. Ii is to the eredit of NABARD that it took up this
challenge and supported the emergence of alternate credit
gystems both with grants from its R & D fund as well as in the
major area of policy change.

When the pilot project initiated by NABARD and Myrada started
in the mid-eighties { I987), the self help group model was pdopted
_ Myrada preferred to call it the Indian Model Later, in the
garly nineties NABARD called 1t the SHG-Bank Linkage Model
1t was hased on three pillars: the NGO, which identified the affinity
group and trained it; NABARD which provided the NGO {Myrada
{,—, thie case) with funds under its R&D programme to maich the
gavings of the Credit Management Groups (the precursors of the
Self Help Groups). and the Banks which would come into the
picture if the pilot project succeeded; their role would be to extend
a line of credit to the groups without asking for the purpase of the
loan to individual members. NABARD agreed that in the pilod
project the official norms which restricted loans to tangible asscts
and “unit costs” would not be imposed; that the groups could lend
fior any purpos2 including various fypes of “consumption”, without
any cciling imposed by NABARD on the interest rales, that the
groups could decide whether to be formally registered or not; in
either caze, they would have to abide by a set of norms which are
required for any orpanisation to grow and survive. Myrada assisted
gach group o develop these norms. The groups started with regular
gavings, deposited in a group common fund from which they
advanced loans and managed repayments for at least 6 months
before the NABARD matching grant was cilended

E
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Each of these pillars had their respective comparative
advantages. Myrada had experience in identifying affinity groups
and in traiming them, NABARD had the funds to experiment
and, above all, could influence policy throughout the rural banking
sectof; the Banks had the potential to provide credit in an on-
£0ing manner and the potential to acguire the expertise (o aszess
whether each group as an institution could be considered as a
sound investment opportunity. The affinity groups that are
functioning well are those that have benefited from the
comparative advantages of these pillars

A study by NABARD compared the transaction costs of three
models namely: direct lending to individuels {e.g. in the IRDP
programme), lending to intermediary organisations which in turn
lend 1o Groups and the SHG-Bank Linkage model where Banks
lend directly 1o Groups. This NABARD study concludes that the
overhead costs of the SHG-Bank model both to the barrower and
lender are far less than in the others. On its part Myrada divides
the interventions required to set up functioning and bankable groups
inte thres categories: In the first category falls those activities
required to identify “AFFINITY™ groups. This category of
activities cannot sustain iself and needs to be subsidised fully
Myrada therefore decided that this set of activities would be led
by an NGO. In the second category fall those activities required
for training the group. The details of the modules required are
deseribed in Chapter 5. Once again this categary of activities is
not self-supporting. It has to be subsidised; but the degres of subsidy
depends on each situation. Finally in the third category fall those
activities necessary to establizh a relationship of “borrower and
lender” and a line of credit to the group. Myrada's experience

Reder to the stady in "Transaction Costs of Lending to the Rural Poor* by
Dr V. Puguzhendhi of NABARD; published by the Foundation for
Development Coeperation, Brishane, Australia
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indicates that this set of activities can become self-supporting

vided the instiution responsible 1= professionally mansged and
rraditicnal Banking policies changed. Myrada restricted its
nterventions 1o the first two categones of interventions and left the
financing to Banks, RRBz and to Sanghamithra (a Mot for profit -
Mot for Loss Company which Myrada set up to lend directly toself
help affinity groups). Myrada also realised that the financial systems
required for a MFI 1o operate effecrively were not the same as
those required by a professionally managed NGO o manage ils
gffairs. Thersfore it would be in the interest of all concemead 1o
geparate the orgamsations according to their functions

This alternative eredil managpement model also required a

change in Bank policies; in this area NABARD fook the

lead. The changes required were the following:

¢ from lending to individuals - o exiending a line of credit 1o
the Affinity Groups

+  from the requirement of defining the purpose of each loan in
advance - to being informed of it after the group had lent 1o
members

. from the regime of wupit costs, fixed infterest rates and
schedules of repayment - to freedom to the Affinity Group
to decide

v from restrictions on purpose (limited to income generating
assets) - to the willingness to accept the decizion of the
Affinity Group which often opted 1o give loans for
consumption, 2. g. education, food, release of property from
money lenders, atc.

The Affinity Groups challenged the prevailing fashion of “group”

Income generating projects, which were jointly managed and owned

and which many Government sponsored credit programmes

promicled, mcluding the latest Swarna Jayanti Swaroegar Yojana.
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In its place, the affinity group demanded freedom (o decide what
type of loan 1o extend (o each member from the common fund, which
PEmEauns i Ihu,' |.:'|_|.'||'|'|,:-| -:_1!- L‘::L-:"h gr |_'l|,|]1. 'Thl? Var :-:"'1_',' of |-:"|:'|_|'|$. I!h‘.‘|[ |'.|'|'n;:|'.|:-_l|ﬁi
Wwis amazing; an example is given in Table 1.2 below. This variety
provided additional evidence that the model promoted by Myrada
had the potential not only o mobilise and manage financial capital but
also to create adequate institutiondl space for the members (o decide
ot every aspect of credil and savings management.

As an example, a profile of the content of the total commen fund
of the groups in Dharmapuri project (one of eleven projects
managed by Myrada) as well as of the purposes for which loans
were disbursed, 15 provided below:
Table 1.1 Composition Of The Total Common Fund
of All 1143 Groups Of Dharmapuri Project

Total No. of Groups: 1143 (all women's" group)
Total Mo. of Members: 18, 74% Date: As om 31-12-20H1

Membership Fee

Savings

Frnes

{rthers

Cronation

[nterest Collected from Loans

Bank Interest

Capital Mobilised from Government
Capital Mobilised from NABARD
Loans from Bank/Sanghamithra (MFT)
Community Contribation

Eepayment to Banks'Sanghamithra (-}
Hefund (-]

Total

139,976,000
33,603,938.7a
581,463.00
671,289.00
155,207,040
47 402 23500
1,059,618.00
2. 164, 16400
200, 004), O
35,14 1 800
T73,378.00
17.314,220.00
391.352.00)
124,153, 460.75

rF
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NOTE: This fund is not held in a consolidated manner; each
Group's common fund remains i its conlrel and in Ly own
dedicated Bonk account

The number of women's Groups is much larger than orhers
cince this project iz primarily focuses on women.

The largest component of this fund (43%) has been mobilised
from Savings of each member, Next in size i the amount of interss
that the groups earned on loans and which remained in their own
accounts; it comprises (38%) percent of the common fund. Loans
from Banks und Sanghamithra amount 1o 28% only of the common
fund. The largest component of the common fund (21%), there fore,
belongs to the proups. Fines indicate that the Groups ane willing
and able to impose sanctions, and that members are ready to accept
them for dysfunctional behaviour, Members are fimed for failure
(o repay loans in time, being late or absent for meetings without
prior intimation, smoking in & group, disturbing mestings, not
sending children to school after the group has decided that this is
a duty of every member, ete. The ability to “line” indicates a
healthy institution. It is based on a realisation of the fact that rules
ate of no use unless they are enforced and that sanctions,
particularly where the members have themselves elected to
introduce them, are & major instrument of promoting self-disciplme.

Tahle 1.2 Purposes of Loans advanced by the 1143
Groups in Dharmapuri Project as on 31-12-2001

ACTIVITY MO, OF LOANS AMOUNT
LOANED (RS.)
Clothing 1,934 4,853376
Education 2429 6,753,705
Fond 6,214 1622 085
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Health 4,960
Household Expenses 26,685
socio-Relipious 4,571
Repaid To Money Lenders 5,688
Crop Loang 23373
Equipment { Agriculiure) 28
Minaor Irrigation 403
Land Development 1.0
Seeds 19
Bullocks 25
CowBuffalo 11 (1tK)
Poultry 42
Piggery it
sheep'Goat [ 054
Cottage Industries 511
Tailoring Machines 15
Patty Businesses 31,574
Sericulture &2
House Construction 5. B 70
Housge Electrification 677
Homse Repairs 1,576
Hoose Purchase L
Fent 12
TOTAL 108,060

If the groups are free to decide on the purpose of loans, the
divergity that emearges is amazing. General trends of loans in
Myrada indicate that in the first year the averaze number of loans

9,623 460
T4 822701
7,570,261
21,745,994
06462727
413 00K

45092 408
108,840
784
1.630.638
3469 480
25 (XK
19,888,157
385,718
19,370,064
65,481
5,702,048
118,700

15,250)

338,577,886
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far consumption is large (around 40% to 30% of total loans ), while
the total amount is comparatively small (around 20% - 25%). In
the following years the number of loans for trading, release from
moneylenders and for small assets tends to increase. The number
of loans for larger assets (like milch cows) rises in the third year,

wMiost micro-credit models, which have been propagated by
iptemmaticnal and National Finance Institutions start by forming
L-ITLHI-FH‘:' Fiad l;,'-i_l'.H_i|1|1l;' [ !]-?-:_ E|_||_-e i I'|:||'1 J_1|_||1|u",q.ﬂ. -:_‘:f ]-:'“l::-:l'-:. on thae
rate of inter=st and schedule of repayments. They continue 1o
kesp records in the pame of individueals, demand o know the
pltimale purpose of the lodn before they release the money and
redtrict loans only to assef création or income generstion. All
critical decisions are faken outside the group. Briefly, they tend o
pse the grodp as a “tool™ to implement their micre credit
prOErimmes and to ensure repayment. MyTada's expericnce
indicates that these micro-credit models are structurally vulnerable
to some of the common cnticisms related o marginalisation ol
the weakest members of the Groups. The crganisational demand
of the Micro Finance Institution 15 to cover all its nsks and
administrative costs which are comparatively much higher than in
the Myrada model, where the Banks lend directly to the Affinity
Groups, Myrada leamed that if the poorer families are 1o join and
remiin in affinity groups, a few structural features should be
mncorporated, for example: o) there should be no policy restricting
leans only fo income generating assels, since (e poorer seclors
require loans for consumption at least in the initial stages: b) the
group should be based on affinity among s me mbers: the members
should not be selected on the basis of criteria imposed by a
particolar “scheme'; ¢] all familizs should be considered potential
borrowers and not only the “economically active” members; d)the
mechanisms for lending and repayment should be flexible enough
to3uit individusl situations and thersfore they must be decided by
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each growp; &) the interest rates shookd be Aexible and decided by
the group in each case

Often SA0Gs are Wdantified with savings and credit groops (8 & C |
groups). There s a difference betweesn the two, 5 & C groaps, which I
have a rather long Wistory, did not go beyond what thelr name
signified. 3AGs are basically civic institutions; the manopement of
savings and credit is one of thedr functions though, in most cases, a
major ont. Hence, 8 mojor investment is required (o bald the
instiubional capacity of an SAG. If the SAG is considered to be
bankahle, 1t i5 because of the mstitutional strengths of the group
niot because of the purpose of loans and their wiability.

Mvrada is concernad about the credit tiow m the rural arsas. |f
therefore seeks to ensure that at Jeast 20% - 25% of the credit
demand from the poorer sectors in its project areas 15 met through
the Affinity Groups, which have emerged as appropriaie
institutions to manage savings and credit with a potential for
stability. It attempts to encourage this credit flow, both through its
own cfforts as well as by petworking at the District level with
other WGOs, Commercial and Begional Rural Banks, and recently
with Diustrict Co-operative Banks. It is conscious of the fact that

private credit sources will continue to be required, as the formal
mstitutions cannot cope with the credit demand, especially from
the poor. Several surveys indicate that if about 20% (0 25% of the
credit can be provided by the affinity group network through direct
Iinkages with formal credit institutions, the interest rates levied in
the informal sector by private sources operating in the area decline
at timees by over fifty percent.

Myrada does aot project the Affinity Groups as institutions that
will continue 1o be the only instrument that meets the credit neads
of their members, The members are free (o decide whether or
nof the roles and funciions which the groups have promoted and
supported are relevant at each stage of their personal growih

The [naign Made!

They aré competent and Iree to change them or to leave the group
pr to disband the group if they decide that their mvestment in
maintaining the group 15 no longer warthwhile, Several Groups,
gfter 6 to 8 years have dissolved after clearing their dues to the
panks and deciding on how to disburse their savings and other
groap income. Individuals from these Groups have approached
the Banks directly for larger loans or joined other private
gesociations providing credit, to which, according to their own
feedback during studies conducted by outside evaluators, they had
no access prior (o the credibility they acquired through their
gxperience and progress as members in the affinity group

The Myrada model, which seeks 10 use the official Banking
petwork, was relerred ton the World Development Report { F9985-
o0 brought out by the World Bank

Excerpt from World Development Report (1998-99) = pg. 125

“To-rural Southern Indis an NGO called Myrada wants 1o pat itself
out of busingss in five years by ferging links between bankers and
the [IHCHE. Tao i|:|r|.'.|:;ru:n; 1Ls eredit management |:‘rr|_'|-_||_'|_: [zanghax) nin
the commercial banking system, it requires ‘sanple” members (o
pssume responsitlity tor maintaining their own firancial reconds,
far forming and enforcimg thewr own lending rules, and for
participating in regonal organisatons (called apes bodies) run by
clected “Songha' representatives.

The apex bodies teach members how t0 resolve disputes, seleot and
roin new members, and negotiate with commercial bankers (or
progressively farger loans. Most important, the apex bodies take on
fong-term management of the "sanghas’ when Myrada stafl legve.
Myrada is thus & remporary broker for bankers and the poor. Iis
objeciive is 10 help the poor become "bank-friendly", and the banks

become more “poor friendly”

hd venda's most malure proqect, in Holalkere, involves 214 'sanehios’
and about 2400 people. By mid 1996, three years after the apex

=2
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bodies were granted full managerial oversight of the *sanghas', 81
‘sanghar’ were meeting without Myrada’s supervision and wers
receiving loans directly from commercial banks. Perfiaps more
impartant, the ‘senghas’ wre now role models for neighbouring
villages, with a1 lzast three new ones having formed without any
aggiztance from Myrada™

The Report adds: “In Grameen Bank's Group Lending model
would-be borrowers first form Groups of five, Although the loans
go 1o individeals, all groop members wnderstand that 1f noy
member defaults, none will receive subsequent loans. Myrada, a
rural Imdian NGO, employs a similar sirategy buat goes a step
further in seeking to establish sell-sustaining links beiween
Banks and the raral paor™.

fnmexnre | gives o consolidated staterment of S C5s b Myroda's projects s

o Seplember 2002.

2 RATIONALE OF THIS STUDY

There are several criticisms levelled against micro finance models.
many of them bazed on studies conducted by consultants to various
international institutions financing micre finance initiatives. Two
of these have found expression in a document brought out by The
World Bank sponsored COAF (Consultative Group to Assist the
poor) called “CGAP's Little Red Book on Micro Finance™. The
first is that *“the current micro credit models do nol support
{he poorest”. Proponents of these MFI's however argue that
thig it largely because of the requirement (often from donors)
that they become self-sustaining. The second is that “forced
gavings (required as a condition of a loan) do nol teach
people to save -they are not really a savings ser vice; their
function is 1o increaze the effective interest rate, and reduce the
MFl's risk on 113 loan contracis. Given 3 real choice, chients
typically prefer loans without forced savings® Myrada’s
experience indicates that there are models where savings are not
Hforced” by an external agent, where savings are not held or
appropriated by the MF1 but retained with the group, where savings
teach people thrift and build a degreé of confidence, self reliance
and independence which increases their ability and willingness to
take risks and 1o lobby for change. There are other criticisms,
which are considered more significant by NGOs, The major
ones are that the poorest members in the savings and eredit Groups
donol have equal access (o credit and other benefits as the others,
that the *pocrest™ members, anyway, do not become members of
these groups and that there is little impact on the “position”™ of
marginal sectors including women in the home and in society as a
tesalt of group participation and membership
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This Chapter and those that follow attempt to throw light on issues
ratsed by these criticisms, as well as on others, in the context of
the micro finance model promoted by Myrada, which focuzes on
the critical role that is played by poor people’s institutions whose
members are linked together by a degree of affinity. These
Chapiers also zeek (o sscertain whether the poorest members in
these institutions ( Self-Help Affmity Groups) have a fair share of
resources, whether they gain in confidence, have access to positions
of power within the affmity group and in society, whether in the
perceptions of the proup the standard of living of cach member
has improved, whether the group has played a role as & change
agent in sociely, whether the position m the household of women
changes and hnally whether financial institutions consider them
a5 bankable institutions. In this context, they seek to throw light
on the struciural fole that the mobilisation and mansgement of
savings play in the functioning of Affinity Groups, and how and
why savings are mobilised and managed, The following Chapters
extract findings on these issees from several studies condected
by national and international institutions x5 wall as by Myrada

If the findings from these studies indicate that the SAG model of
finance management (including the structure of the affinity groups,
their functioning and governance and their linkage with financial
mstitutions) has played a role in reducing significantly the
consiramis that are the major causes of the croticisms Crelated (o
forced suvings and exclusion of the poorest) described above,
then Myrada has some basis to conclude that the four pillars on
which it= micro finance strategy is based, possess a degree of

validity and appropnateness and can continoe to be vigorously

privmoted. he lour pillors are:
|, The structural feature of affinity on which the group is
formed and which binds the members together. This feature

of affinity distinguishes these groups from others formed on

Hartisnale of This Sradly

the basis of commen activity or prescribed membership
criteria of groups which are often set up by intervenors with
the primary objective of implementing the schame or project
through the group. This affinity among members exists betore
Myrada or any other NGO intervenes. The affinity group
peeds to be identified. This requires expenence and cicills
which enable the intervenor 1o see and feel the locel situation
and to empathise with the community rather than to miervene
with a package of praciices or a scheme. Omce identified,
M yrada invests beavily m providing mstiuticnal capacity
building inputs to help the affinity groups develop their own
vision and - strategy to achieve M. Such groups may or may
pot apree to implement & specific project; when they do
agres, they ensure that they review it and, if needed, adapi
the scheme andfor revise the implementation procedures
preseribed to ensure their effective participation and
conirol at every stage. This guality of leadership in mature
groups was evident when Officials attempted to sell the SGSY
scheme in 2000, The groups insisted on full conirol of the
purpose of loans, questioned the relevance of the 5G5Y
strategy to provide a similar activity to all members and
proposed o amend the scheme in order 10 extend the full
amount a5 a loan with & back-ended subsidy. Myrada arrived
at the concept of “Affinity” after a long experiential search
batween 1985 and 1990. Myrada's analysis of the
membership of these affinity groups indicites that in most
groups the members come from various communifies, casies
and religions; there 15 however a degree of homogeneity in
terms of income and often m occupation (like afl are landless
labourers); there are strong bonds based on mutual trust and
support among the members and a degree of self reliance
and voluntarism.
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Ore of the happiest experiences this writer har had was when he
happaned fo be presear ar a SAG meeting called by a Banker to
propoze the Swarng Jayanti Swarezgar Yojana o the group af 20
meemilrers, The group was abowl 4 years old and assessed ar a “good ™
B RO The Banker ,-:-r.r.hpn:.r.'.'n:.':l' rhat every mpemiber srould fake 3-4
milch anipals (ar this NG programme was selected a1 the most
approprigte for the District =though it was a drought prone one)
The merbars debated avwhils, s J'.l.'rinrf.n! i et the waker and
fodder rerources available could not cope with 80 animals
However the Banker kept persuading them and then playved hi
best card: "You will ger a subsidy of Be [20,0007" The group fell
sitewt, Finally ovwe member spoke ap " Sic we are grofeful, bel you
can keep the subsidy since we will mever be able ro monage fhe
cows; besides If we fake 80 cows (nro the village ir will creare a
" The silence af the
citfiers coufirmed that they agread with her. The growp hod buill up
irs coeial aeid ‘ll.".l:!ﬂ.!'.'lilll r.'ﬁpl'rm' o Ay T, fhere was a ;n'.raug
conumitment to el relignce o a reswlt af the success the members
had achieved through thelr own effores; the strong affinity among
the mentbers was alse cvident 1o the Banker:

problem emeng curselves and with the oihers

Ratienatle of This Siedy

members or the rate of interest levied. They leamn to assess
the institutional strengths of the group and as far as repayment
potential in concerned to assess its cash flow. The transaction

A micro finance model, which enables the group Lo
control all decisions; no decision regarding purpose and
size of loan, interest rate and schedule of repayment, is taken
outside the group. This is 8 major deparfure from the popular
credit model managed by MFI's. This 15 the major reason
why the cost of mianaging the Myrada model diminishes
rapidly as the groups” function on their own with a credit line

cost  decreases by about 40% for the Bank and by abour
fr% for the borowar.

_.:h“: case story randomly picked from many describe how the
flexibility regarding the purpose of boans is critical for & group member
(0 make the right choices; the control of the group over the decisions
regarding the purposs and size allows for this fexibilay.

gundaramms from Holalkere i I8 years ola; she Lives wirth her
kushand and rwe children. They do not have any land; she and her
hisbrand work s agriceltiral labourdrs. They live ina rotfad hoiisea
and operied o small provision sare ai the front of iL. She is g member
of @ graup which iz 4 yenrs obd. She saved rt'_gln'llﬂ-"-"n' durtng the first
iy monrths and then asked for a loan of Rs. 5000 from the SAL io
expand the provision siore, After repaying the loan she 1ook another
of Bx. 10,000 ( Rs. 5000 1o expand the store and Re 5000 to puerchase
o wilking cow.) She repaid this loan and teck another to purchase
& sheep; the Tock expanded 1o 12.5ke sold 7 for Rs 10,000 and
imvested tie amownt in o chit fund since she still owed money te e
CAG and could nsr take another loan. When her wrn came lo get
the chir, the JpliFc kased one house 1ite and ook 2 acres n'.i_,lr cOcoRM
farm on lease for | pear for Re. 5000 Her huzsband sraried selling
tender coconits, She took another loan af Rs. 15,000 | Ry 5000 for
ovie milk buffals, Re. 5000 to expand the provision siore and Rs 5000
to purchass wholesale bekery items which her husband sells along

with the coconuts.) The family now has assers worth Bs.l lakh

Examples spread across Myrada's projects where the groups have
been able to advance loans to meémbers for assets which could
never have been advanced under [IRDP or any other antipoverty
scherme involving loans and subsidies. The following examples are
extracted from the Annual Report of the Myrada Krishi Vigyan
Kendra, Talavadi

from the Banks and management support from the
Federations or Apex bodies. This allows Myrada to decrease
ity involvement with the groups from year to year and to
withdraw from hundreds of groups every vear and to promots
new ones, The Banks prepare only one loan document. They
do not know the purpose of each loan advanced to the
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Purchase of one bullock at a time, (gither to replace an
existing animal or to build a pair at a more affordable
pace) mstead of a par at the same time. Porchase of
local cows for ploughing in drought prone arcas.

Purchase of second-hand imgation pump and pipelines
that are in good condition and at the same time, more
affordable instead of a new one as most schemes require.

Purchasing caly a few critical ¢crop mmputs instead of being
cormpelied 1o taks the fulf crop loan package offered by banks.
Repaying old debis and regaining comtral over assets
mortgaged 1o moneylenders

Purchasing a call and rearing it so that it grows while
adapting to the home environment, instead of a full grown
gxotic cow of huffalo.

Investing in off-farm businesses, starting small and
experimentally and then gradually expanding. In response
1o a request for a loan to start a tea stall, the group broke
up the loan request into several smaller amoonts starting
with purchase of what was required like cups, kettle, stove
and later providing loans for a shed efc

Particular mention must be made of trading - with or
without ¥alue addition — which no institution is ready o
support, Over 20% of the loans are for trading

Taking land (or small plantations — like coconut) on lease
for cultivation'harvesting or purchasing land for cultivation
or house plots

Treatment of animals, purchase of feed and fodder,
improving the cattle/sheep shed, ete

Experimenting with néw agricultural technologies on a
small-scale {e.g. "drum-kit' rrigation, vermi-composting,
erosion control structures, etc.

Harlonale of This Stmdy

+ Investing in home improvement (2. g. construction of toilet,
smoke free kitchen environment, planting of kitchen
gardens, grain storage bins, ete.)

« Mot the [ast and also not the least, enablimg people (o
meeal their social obligations that are necesgary 10 susiaim
community relationships, emabling them to purchasa grain
and subsist in a lean veer, cnabling them (o enjoy an
occasional pilgrimage or picnic, and enabling tham o
mvest in education to huild a future for themselves and
their children,

A significant institutional capacity building input

provided by Myrada, which focuses on building institutional

and 2ocial capital adequate to cope with the new roles and
functions adopted by the group: This study does not eleborate
on this aspect but describes the capacity building moduoles
briefly in Chapter 5 to highlight the total inadequacy of training

:_-.|_-|_‘:.l._'id:'_1 gnder several Government r;,[r.'ﬂ'l.‘.l:'lr-:d. micro credit

prcgra MimEE

Myrada huas published o Training Manual for capacity building of
Adfinity Groups, which is a combined effort of 30 saff, hesed pn
their experience dn fraining over several yeary, This manued which
sty 24 Modules, collapsibie into f4 seszions and which fociuses
on building the instinetional and sociel fearures of Affinify Groups
a5 well ar on their organizational and finarcial rystems, i availahle
on order It kar been fronsiated frte Hindd by Swa-Skalti; mojoer
paares of e Manugl have been wranslated infe Myanmarese by
UNDPE inte Basha Indonesia by an IFAD supporied project ahd by
UNDP- Banpladesh into Bengall. The rranslations have all been
adapred 1o lovcal conaifions NABARD has supporied a major
fraining programume for Bankers; these programmes are conducted
by various orgenisations spread over the coundry, Myrada itsedf
hax frevingd oeer SO0 Bankers, However, -'|-||'_-.-JLI||'.| Firgining coMryes

foctises an Bankers who are invelved in areas where there are

- B




FEjar development progranmes which have micro fIRERCE Q5 d
ComrofiEnl These BragrnEmates are '-Jn'll'.l,|:.u?rretll |'.l_5.' Multilaterals like
IFAD and the World Bank and by Stale Governmenis like in
Temidnod e (Malelir Thittam) and Karraraka [Sthri Shakti)

4. Constant and systematic ¢fforts to change and adapt
official policy to support {not dominate) the initiatives of the
Affinity Groups, Traditional financial policy and practice does
not recagnise that Affinity Groups exist as institutions m their
own right; the practice of requiring each group member Lo
submit a separate application for a loan and to keep records
in the name of individuals is not easily given up by Bankers
who have no experience in assessing institutions

NABARD has taken the lead in several States to call regular
meeetivigs of WG 05 involved in the SADG Bank Linkage progroiinie,
Bankers and Governmenl officials. These meetings have contributed
significantdy in idendifying absticler and remaoving them arder
fo make the linkage pragramme as effective and friendly as possible

This study does not attempt to analyse the structure of the credit
models establizhed by major MFI's which have attracted the
criticisms expressed in the CGAP publication. The criticisms,
however, indicate that models where credit provision is the fulcrum
are nol effective instruments of empowerment. Myrada's
gaperience and the findings from several studies referred to n
the following Chapters, indicate that the mansgement of credit
{rather than its provision) does have the potential to be an
empowering tool. This shifts the focss of micro finance
strategy from achieving targets of credit disbursement to
the concern to promole appropriate institutions of the poor,
controlled by people who have a moch broader vision than
aecess to credit.

Farfonale af This Srudy
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Based on the findings of several smdies referred ton the following
chapters, this study presumes Lo claim that for credit managerment
\o be an effective instrument of cmpowerment, It must first be a
friendly and effective instroment for institution building of the Self
Help Affinity Groups. It is only if finance managemenl succesds
i fostering an instittion which possesses all the features required
for effective and sustained governance and empowerment of its
members that it will avoid the dysfunctions that a model driven by
provision of credit tends to create

This study does not presume to promote the “ultimate model™;
.1 geeks rather to cxtract learnings from Myrada's Tield
gxperiences on which future strategy can be built. It is
anvisioned that these insights and learnings will help Lo suppaort
models which give priority to building appropriate institutions
of the poor which avoid or at Jeast reduce the weaknesses of
popular Micro Finance models.




3 SOURCES AND METHODOLOGY
SOURCES

The findings recorded here are drawn mamnly from two stodies:
Fhe first, of six affinity groups from two projects, namely
Kamasamudram and Challakere, waz led by Myrada and the
second of 64 affinity proups was led by a Research Team from
the Centre for Advanced Training in Agricultural and Fural
!.‘-l-:-w::n:upmn:m {CATADY attached to the Liniversity of Humboldg,
Uermany. The CATAD study was finsncially supponed by German
Apro Action {GAA)Y. Reference is also made to & third study
entitled “Social Intermediation Study™ which covered seven affinity
Egroapsan Myrada's Challakere Project. This study was led by a
group of three consultants, commissioned by the Canadian
Intemmational Development Agency (CTDAY) and the Agha Khan
Foundation (Canada).

METHODOLOGY

These three studies were conducted in @ participatory manner
where the Affinity Group members playved a key role. The data
was collected usmg a mix of participatory methodologies within a
conceptual framework and with attention to mansparency and a
degree of systemisation to allow comparison; triangulations were
used to arrive ot greater accuracy These exercises were
conducted over a period of time - ranging from six to 9 months
50 that people invalved became familisr with the process. All the
Affinity Groups mvolved were mature groups; many had been
invalved in exercizes of self-assezsment.

Vaurees and Methodologs

THE Myrada STUDY

The Myrada study® was conducted in six groups drawn from two
rojects namely Kamasamudrim (supported by EZE, Germany)
and Challakere (supporied by German Agro Action] while the
o ATAD study was conducted in one project, namely Holalkere
{supported by German Agro Action). The three prajects are all in
i arnataka. and are supervised by the same Programme Officer
(Ms Yasrmim Master). All three projects have integraied sirategies.
Apart from promoting SAGs, they focus on dryland agriculture,
watershed management, arid zone development, small-seale
industries and om-farm activities. drinking water and sanitation,
health and education. They have a major compongnt ot capacity
huilding both for their community based organisations, as well as
for members of the Panchayat at various levels. Training
PrOErAIMMES re conducted for Bankers, WGOs and Government
afficials both from within the project area and from outside, as
well as for other institutions on request. Several innovative
approaches in eredit and watershed management including
recharpe of tradinional water bodies have emerged i these projects

The members of the six Self Help Affinity Groups analysed in the
dyrada siudy were all categorised as “poar” without further sub-
divizion at the time of forming the group. This assessment was
dane using PRA toals by the village in general together with the
staff involved, and later by the group members themselves. Mo
doubt there were differences in potential among the members, in
terms of enterprise, skill and confidence; but these emerged later,

I The followiag @alf of Kamasomudram Project were involved in Uie study
Mr. Bohan Mallick, Ms Smitha Bamanathon, b Missar Almed, M
[t|L|||;1u-,1-\.-u|:|:|- T M |i|5..|-'|.l'l||.-_ Fao and Mz Japarchama
Thi following staff from Challakers Progect wers involved in the sidy - MF
W Yenjesappa, Mr William, Mr. Prazsd Murthy, Mr. Revegaswda, Mr Ashok
Hagedal, M1 T. 5. Shankar and Mz 5, M. Patied




My HADA - Pulring Instibwiions First - Even in Miceg Firawee

a5 the Affinity Groaops staried functioning. Myrada conducted the

study of these six Groups three years after they were formed

The Groups went throogh several participatory exercises focusing
on wealth ranking and on change in economic and social status
over a period of three to six months during the course of the study.
The criteria for assessing “poverty™ was left entirely to the choice
of the members. Each group selected its own ¢riteria. There was
a striking similarity in the criteria selected by all the Groups.
Myrada did not attempt to guantify these criteria which covered
income, expenditure, health, education, perceived degree of
vulnerability of assetz and stability of income. Briefly Myrada
adopted the participatory approach in identifying poverty criteria,
even though this approach throws up social indicators, which tend
to annoy several experts who find the artempts to provide
weightage 1o them, biased and not adequately professional. Afier
all, many of them also find the village reality “messy™, The *World
Development Report 2000° acknowledges these social dimensions
when it stresses that the poverty mitigation strategy needs to
promaote opportimity, empowerment and secority; bot unfortunately
the tables at the end of the Report continue to measure poverty
entirely m terms of income. A serious attempt is required to create
a poverty index that takes empowerment and security into account

Duning the self-assessment exercise promoted in the Myrada study,
the group members (who had been calegorised as “poor” when
the group was formed) further sub divided themselves inio three
calegories, namely “Upper poor”, “middle poor” and “lower
poor™. They also went further and selected criteria against each
of these three categories. They then assessed themselves against
the criteria they selected at the time of joining the group and
compared their status three years later at the time of this study.
There is an element of “hindsight™ in this exercise; but the
asgessment was done by members who had progressed

Sowreer and Merhadology

e - o ) £
gnificantly in their ability to asscss themselves and who had
-]

,].;x-:lnplrd a respect for transparency and good governance in
their Groups. Myrada has faith m the ability -'tr.u:l ;udgt;.ﬂ'u:'ﬂl rjrf

smbers of mature Affinity CGroups. This faith is not llll.ﬂd:_ Ik 15
pased on Myrada's experience of their management of alfmrs_
and of their governance of their institution over several years, of
their involvement in the village and, in many cases, even hq?-_-umk
Myrada is of the opinion that it is difficult to compete 'n'-"lt].": the:
comparative advantage that people, who have had .lhn benefit of
maniging their group affairs over several years, bring to bear on

guch assessments

THE CATAD STUDY

The CATAD Team, which focused on “impact”™ as a companemt
of monitoring progress during the lite of a “project”, selected 64
Affinity Groups, which had been functioning for one to fi Ve years.
g Ae were selected through stratified random sampling in three
age categories (1,3 & 5 years). Since the parameters were the
same for all age categories it was possible to establish co-relations
hetween the age of the SAGs and the achievement levels they
hod reached. (In comparison, Myrada's study selected six Groups
functioning for three years, and assessed peoples perceplion of
jmpact at the present time when compared 1o lhﬂ.T elatus '.:w_h-:n
the groups were formed), The methodology Hdnp:r:d. in the CATAD
study was the use of intensive structured interviews of group
members and individuals. The poverty line was quantified and was
based on income and consumption patterns. (For further details
refer to the repont: " NGO-Based Participatory Impact Monitoring
of an Integrated Rural Development Project in Holalkers Taluk,
Karnataka State, India® published by CATAD, Humboldt-
University, Berlin}.
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SUMMARY OF FINDINGS OF BOTH THE STUMES ]

Though there were certain difference in the approaches used by
Myrada and CATAD, the wends in the findings are similar, In the
Myrada study, 75% of the mermbers were perceived by the group s
have improved in socio-economic status after 3 vears. A major
percentage of those who were percerved not to have changed belonged
to the “Lower poor™ category, The CATAD study, which assessed
change after 3 years and again after 5 years, indicates that 70% hag

improved o socig-coonomic status after 3 yvears and 86% after 5
years. 1L 15 reasonable to assume that given two years more, the
'|-"I:I'L“:-I.-‘[5'!:~ sudied ||_'|'_u blyrada waould have achizved o similar leve] of
performance (namely 85%) in the 5th vear. Impact in areas related
o holding positions of leadership in groups by the “lower poos™
calegory, conlestung m elections o Panchayat institutions by group
members, initiatives taken by the groups to initiite chunge in the village
and shifts in gender relations were assesced separately by the two
major studies, with the third study {Social Intermediation) adding 1o
the insights. These issues and the findings are described in detail in
Chapter 12 "The Question of Empowermemnt”.

There are however differences in the two approaches. The Myrada
sludy intended to assess whether there was npward mobility
particularly among the members who were cate gorised as the middle
poor and lower poor. The CATAD study attempted to assess whether
the members who were classified as “poor” when they joined the
group, had croszed the poverty line, The CATAD study did not attempl
[0 calegorise the “poar” into the three levels as in the Myrada study.
There are, therefore, several limitations in making comparisons
berween the findings from the various studies, though each study
does present valid findings by itself. In peneral, however, the findings
from the studies support each other. Attention has been drawn to the
shorfcermings, leaving the readers to make their own assessment

4 | AFEW BELIEFS

pefare proceeding with the analysis of the findings drawn from
the studies, it 15 useful to recall and 1o reflect on some of the hagic
peticfs from which Myrada's model of Seif Help Affinity Groups
with & focus on institution buiiding emerged and grew. Thesa beliefs
also form the rationzle for the credit model based on the Self
Help Affinity CGroups, and thesr linkage to the Banking Institutions,

wHY FOCUS ON INSTITUTIONS?

Myrada believes that "people’s institutions™, which Myrada
describes as mmsiituiions whose membership is based on affinity,
whose Mnctions, systems and aclivities the members have
jnken the lead n developing or promoting and over which they
have conirol in day-to-day operations, are the social building
hiocks of a thriving democracy. 'hese mstitutions are supporicd
to develop their own vision/mission, an appropriate strutegy to
achieve it and a culture of self-reliance, mutual trust and support.
Such institutions have the potential to play a crtical role in
gmpowering the poor in a sustainable and progressive manner.

Myrada believes that it is not enough to teach the poor o fish
when they cannot reach the river. On the way they meet with
savernl obstacles, some physical, others social. Among the social
vbstacles are those presented by powerful families whose inferests
Will be threatened if the poor person reaches the river These
powerbul families also catch figh, in large quantities, and control
e market. Further, they ask, “What right has this person lo
Encroach on our traditional income sources?” The poor often Fall
shart of money on their jour ney to the river; they need money (o
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purchase food, to fulfil zocial obligations or when they fall il Ay
such 1imes, they are compelled to borrow at usurious rates, often
from these very people who gquestion and obstruct their access o
the river. As a consequence they have to spend their entire life
repaying the mterest. When the caprtal cannot be repaid, they are
bonded for life. As for the physical obstacles, drinking water is a
good example, The poor very ofien have no access to safe drinking
waler, because they are excluded from using the wells controlled
by the upper castes; a5 a result they fall ill and become too weak
o reach the river. The poor soon realise that reaching the rives
along, without the support of others bound together by affinity in
an identifiable tnsttution which is also their power base, is a
hopeless tisk, even though they have been taupght to fish.

Experience in the field provides adequate evidence that the poor
need nod only backward and forward linkages, but also sideways
linkages. In other words the poor require the support of others
whom they trust and among whom there are supporfive and non-
exploitative relations. They require this support in order to take o
decision which involves a certain element of rigk, or which, they
perceive, will carry them-into a sitwation which presents an
opportunity but where they do not feel comfortable since they do
ol have the confidence, skills or back up resources required to
maks use of a potential opportunity. These sideways linkages,
based on a depree of "affinity™ existed amaong families especially
in rural areas, before any oatside intervention. People, in these
affinity groups, relied on one another in daily life for support, This
network of relationships became more evident in times of urgent
need, of calamities in a family and even during festivals or
celebrations. The members shared certain common features: for
example, they lived on the same street or in the same small hamlet,
they had a common ancestor or came from the same area, there
wias a degree of homogeneity in their livelihood occopation and

.:‘! 'llil el .IFI-'IrI
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iCome fevels, they had a tradition of extending voluntary support
ynd were confident of similar support from other members, they
aere willing to undertake new responsibilities without expecting
afly incentives from outside. Mutual trust was a dominant factor
1 thiz network of relationships which is popularly described
as “affinity". The demands arising from living close together,
shuring similar livelihood sources, like agricultural labour, which
required Eroup SUPPOIT, constantly reinforced the network of muiual
{rust anid EUp |'.-r.-r|

Myrada believes that finance even though managed by poor people,
fx oritical but not enough to build a stable basis to support livelihoods
and promots cmpowermen In order to reach the river they need
to have adequate supporting services that protect and promote
their health without which they cannot work or walk, that
fmprove their literacy { without which they cannot read the signs
ghowing the path to the river) that build a power hase large
enough to protect their rights and initiate change (hence the need
to federate, to establish linkages and to be able to lobby according
to accepted norms and within the law), that redoce risk in
jmvestment on dryland agriculture (hence the need for
watershed management and new technological packages) and thar
enhance the portfolio of off-farm livelihood options (hence
the need for technical training, for linkages with the private sector
ete). These are the reasons why Mytada also promaotes and invests
mn these supporting services.

Though the members of the groups are bound together by a degres
aof affinity based on traditional roles and functions, with the
introduction of new roles related to the management of savings,
credit and the governance of their institutions as well as to their
polential to become agents of change, these informal relationships
among the members had to be strengthened and new ones had to
ba fostered to cope with new functions. Simple systems developed

al
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by people were also required to ensure iransparcncy and
accountability. Members also had to acquire skills of promating
institutional growth and self-assessment over a period of time
Mpyrada provided the groups with opportunities to develop these
organisational skills, systems and culture. It expected that the
process o aquip the members with these skills, with the ability 1o
manage the systems and to promote the groups orgamsational
culture, and the gradual interiorisation of these features would in
turn equip the members and create the space required so that the
members would be able (o decide on matters ¢ritical to ther
livelibood activities, to protect their interests and (o build a stable
hasis for their growth and empowerment

Myrada believes that the groups require to set up their own
monitoring systems to ensure that they functioned according it
the standards which they had set for themselves. The idea of
forming federations emerged during discussions with the SAGs
The 5AGs however insisted that they would decide on the moles
and functions of the Federations, There are over 200 such
Federations in Myrada®s prajects; inno case have the SAGs given
them finance to manage or en-lend. Their fonctions are related w
menitoring and audit of group activities, to resolving conflicts, to
lobbying with Government and to protecting their interests.
Monitering of their financial performance is provided by the
financial institutions which advanced the SAGs a line of credn
The SAGs could ask for support (on payment) from the Resource
Centres which Myrada leaves behind when it withdraws from
project arsas

The experience from the field which strengthened these beliefs
and proved that the assumptions made were valid, motivated
Myrada to promote groups of the poor, not to implement &
programme or to negotiate a single obstacle but to be stable enough
to ensure that obstacles when they arise are successfully

= A Few Bellefs

gprmounted. The basis tor this stability is esteblizhed by nurturing
the group to develop an appropriate and adequale governance
gulture and systems which are the typical features of a well

fynctioning imstitution. Briefly. Myrada describes istitutions as
gTOUPS, which have developed and mmtenorised the following six
features: Yision/Mission, Organisational Management
Systems, Financial Management Systems, Linkages and an
Organisational Culture of Moniloring, and Learning.

Annexure 2 (Building Institutions) further describes why Myrada
focuses on institotions. The conceptual framework of a
participatory methodology w equip Community Based growps (o
gsgess their institutional features is describad in Annexure 3
The criterda (o monitor S2If Help Affinity Groups periodically,
E._|i|;|.::|::|1 o for 1'111:_41'.|_'!|Il'2 them and critéria to assess these E?r-:'ll.l|'|:-'-
to allow Myrada o withdraw are all described in Annexure 4.

INSTITUTIONS BASED ON AFFINITY

Between 1983 and 1985 several of the co-operative socisties
started by Myrada with over 100 members broke wp because of
lick of confidence in the leadership and poor management sysiems.
Members mel Myrada staff in small Groups; they expressed their
willingness to repay their loans to Myrada, but not to the Co-
operative Society, which was a large and heterogeneous group.
They were informed that they had not raken the loans from
Myrada; hence the issue of repayment to Myrada did not anse
“Why not répay (o the group of people assembled here” They
agreed. The large Co-operative broke down into several small
groups and the group members repaid their loans o whichever
group they chose o join. Thos was born the first set of “Sell
Help Affinity Groups™. On analysis, Myrada realised that there
Wwasa strong feeling of “affinity” which limked the members ol
e3h of these small groups together. This affinity was based mainly

' o
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on relationships of trust, reletions that were non-exploitative, on
certain social factors like a degree of homogenaity (in InCOMme )
among the members, of voluntarism and self reliance and
willingness to support one another in need, on certain structural
features like a common origin (Bleod or ancestral village) or the
same livelihood base (all daily wage earners, landless or marginal
farmers, even though from different castes, religions or
communities), on gender bonds {all women, or all men, though
nheut 5% of the groups were mixed). In a few cases, they wer
based on activities ondertaken together (like baskel weavers
_ though caste also had a role to play here). Interestingly no groups
were formed on the basis of political party affiliations

Levels of Trust between SAG Members®
i l""{- Flt:itﬁul:'i:d Lrst b.::lvggn -\E:J"'nl-..: TIEn are 'J‘E-lﬂl: w0 |?35|:I|TI|:-|:EHI'
1. ‘The degree of unreselved conflict within the group. and

2. Whether the process of conflict reselution within the group
tended to depend on the Croups own resturces of whether 1
tended to be Myrada siaff centric.

We were ahle to correlate levels of trast within the group with three
iHzible Tactors:

# Homogeneity of member’s background within the group,

# Levels of familiarty betwesn all the members before group
formation; and

# The member's perception of the quality of leadership in the
Eroup” |
{'Taken from ike Social Intermediation Study Page 18)

£ Qupted from & siudy on "Focial Intermedantion’ sponsored by CIDA end
ibe Aga Khan Foundation, Canadia [Pag= 1§]
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The affinity relationships that existed hefore the mtervention of
4 outside agent were adequate (o support traditional actions like
mutual help in times of sickness or childcare. This complex of
sideways linkages or relationships among the members bound them
together as well as supported the roles and Tunctions which they
adopted. This complex web of relationships baged on values and
iraditional practice was often referred to as = traditional
jnstituticmal and social capital”. With new functions emerging, this
saditional capital had to be built up to cope with the demands of
cffective management, including the social role that the groups
kad to play, both to initiate change in order to protect and further
their interests, as well as to establish linkages with supporting
services and institutions. Myrada does not take the position that
teqcial capital’ 2 static and can present an ghstacle to change:
ruther, given adequate institutional and social space and capacily
hoilding support, it has the potential o provide a hase on which
{nstitutions, with “social capital™ adequate 1o cope with new roles,
can be built. These instifutions can be empowering, provided the
strpcture and the rules, functions and the suppotting sysiems are
designed by the people and are appropriate to the resource to
be managed and which can be adapted or changed in fesponse
10 emerging situations and nesds.

The phrase “sppropriste to the resource io be managed™ has been
gsed several imes and needs explanation. A milk society afier the
AMUL model, for example, has an institutional strocture which is
appropriate 1o manage milk but is not appropriate to manage credit
wargeted to the poor. The milk socicty af the village level is large and
heterogensous. The large farmer who produces o surplus of 10 lires
of milk and the small farmer who produces just half a litre are both
members of the society. In this case, however the small farmer necds
the big farmer; it is the later's supply that makes the milk route
viable. In the milk society it coubd be szid that the small pesson sits
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on the back of the big one. A sufficiently large number of members |

i& required in order to produce the quantity of milk which maxes the
route vizble. I & credit socisty however, 3 hererageneous siructore
will result in the big person exploiting the small. The functioning of
the -I'_'n-r'-]'\-l"rnll'r'l.'.'\. 1% .“;||_|'|:|: evidence of this. The iu-rjg: farmers and
powerful members sit on the backs of the small and the poor who
depend on the powerful for loans and jobs. The self-help affinity
groups managing credit therefore need 10 be homogenous, the
members need o be of the same economic siates and there should
be no exploitative relationships among them. They also need to be
small so that they promote effective participation of all. These
principles hold true for other groups neanaging micros witershieds of
village sanitation. Tn brief, unless the structure of the group is
appropriate to the resource o be managed, the perfarmance of the

institution will constantly require intérvention from without m order

to achisve its II!_-!-.II."I.“'l'l".'H..

Though “social capital™ is an appealing term, Myrada has hesitated
to apply the term “capital’ to the complex of relationships among
members of the Self Help Affinity Groups, mainly bacause the
relatianships that members of a group establish among themselves
are not only motivated by material gam — which the word “capital’
popularly implies. These relationships in fact are motivated by a
mix of social and material needs. Based on existing evidence, il is
even fair to say that in an affinity group, which has been fostered
along the lines advocated by Myrada, the motivation of the
members in the initial stage is equally divided between the
perceived fulfilment of social needs and the expectation of material
gain. In the case of women’s groups social needs. however, often
tend to et priority, People meet to shareé concerns, 1o EXPress o
sense of togetherness and fellowship. Women in particalar, need
a place to call their own, as they are unable 1o meet (like men) af
the village comer or around a shop. As spots that fraditionally
provided women with a level of security and privacy have become

o

r
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gcarce -like water peinis some distance [rom the village — thes
privacy and security of an Affinity Group meeting is 4 godsend.
This is why women's affinity groups take a strong stand against
min trying to interrupt their meetings. 1t is interesting to note that
when other villagers are asked to express their opmion of the
group, their assessments focus more on the soclal habits developed
by the members, rather than on their material progress. The most
appreciated qualitics of the groups include their regular meetings,
e abifity of members to manage their affairsin an prganised and
transparent manner, to take collechive decisions, 10 impose and
pccept sanctions for dystunctional behaviour and to take the lead
in improving their surrcundings; these are the features that others
appreciate, far more than their capital (in the common fund) or
material progress. These are also indicators of a well functioning
institution with a high quality of governance

Myrada does nol consider guick increases in household income
as the only objective of its credit strategy. It has other and equally
imporian ohjectives, namely empowerment of the members both
ay & groop and gradually as individuals. Myrada's stralegy is o
ase credit management as an instrument of institution boilding.
which in turn lays the basis for empowerment. The pace and
progress of the empowerment of individuals however differs from
member to member. In some cases individual members leave the
group after 4 to 5 years; they are able to hold their own in society,
have confidence o forge and mainiain linkages with other
imstitutions and service providers and relate directly for larger loans
with the Bank, which had extended a line of credit to the group
[n osther cases, they are accepted by traditional “chit fund™ groups.
These members report that they themselves did not have the
gonfidence 1o join these groups, neither were they invited to do
&0, price to their membership and experience in the affinity group
which gave them a degree of credibility.
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The role of these affinity groups which funciion below the Grama
Sabha is critical to the intervention strategy of Myrada. These
groups provide the basiz for the poor and the marginalised to
express their opinions in the Grama Sabha. There is considerable
support for the decentralisation policy promoted through the
Panchavat Act; however Myrada's experience indicates that
decentralizatlon ai most has the potential to create social
spaces. It does not follow that these spaces will be filled by the
poor. For this 1o happen there must be & movement from below to
promaote institetions of the poor and intervention to build the
capacity not only of individual members but more importantly of
the groups and their federations. These institutions provide the
poor with a sustained basis of empowerment. Decentralised
authority both bureaucratic and political removes one hurdle to
peoples” efforts to lobby and exert pressure for their rights, for it
brings these authorities closer to the people; it is necessary Lo
promote poople's participation and empowerment, but not encugh

The role of credit management in institution building and
empowerment is further élaborated in Chapier 6.

Myrada’s experience also shows that the SAGs play a critical
role in stabilising and moenitoring watershed management
institutions and in introducing new strategies based on self reliance
and a degree of voluntarism. For example, it was the SAGs which
introduced the strategy of converting all grants (For treatment of
private lands to control and manage water and soil) into loans
returnable to the Watershed Management Association. For a more
detailed description of the rofe of 5AGs in watershed management
refer to Anmexure 5

Before concluding this Chapter, it maybe useful to reflect briefly
on the various types of groups being promoted under recent
development programmes implemented by Goverament, some of
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ich are supported by Multilateral and Bilateral Agencies. In
{ cases, the groups formed are viewed primarily as

—

wh

mosE 7
~-1mplcm:r|lu:s." of the programme with the added attraction that

responsibility of the intervening agency can be off loaded onto
the group {often without adequate institutional capaciry building
< westment) in the name of “empowerment”. The claim of some
intervenors (mcludmg donors) that, “we are empowering the
groaps”, ofien amounis 1o litile more than shifting the monkey
feam their backs to the group. The “implementer” image _::r ETOUpS
formed 10 this context 15 gstrengthened by the message often given
axplicitly by field staff: “if you want money, you must form a group
and carry out o particular action (o prove your pood intentions”
1f the criteria for the selection of beneficiaries is pre-set by 1he
project, il further strengthens the impression that the group
composed only of “eligible” bene ficiaries is viewed as an
simplementer”. The only linking factor between members 18 that
they conform to the criteria set by the project to qualify as
heneficiaries; there is no internal factor orbinding force like affinity,
{mking the members, that existed priar o the intervention and which
will continue {with new strengths and functions) after the project
% over, Once formed, such groups are given little or no m stifutional
gapacity building to build their own vision and a strategy; on the
gontrary they are advanced funds often within a week of their
formation. In some cases they are asked to save for a short period
before a “matching” fund {often on a 1:5 basis) is provided.

These groups fit into the “delivery” mode in which most
Giovernment sponsored projects and schemes operate; they are
the final link in the delivery chain and suffer from all the constraints
imposed by the intervenor related to costs, systems, schedules,
reports and programmes. Omce people receive the benefils they
expect from the project, there is little incentive 1o continoe Lo invest
m group development and institutional building
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The above approach in group formation based on “groups as
implementers”, often leads to problems in implementation. Fog
exdample, when the Women's Empowerment Project implemented
by (he Tamilnady Women's Development Corporation and suppaorted
by IFAD began in Druarmapuri in the late 805, M vrada formed Eroups
on the basts of affinity. The project target was to reach 10,000
“beneliciaries”, Many members in the affinity groups, however,
did not qualify for support under the criteria set by the projecr As
i result, Myrada had 1o organise over 18,000 women into affinity
groups ot whom 10,000 qualified as “beneficiaries™ under the project.
The others in the group availed of loans from their Eroups” commaon
fund and from other sources mobilised by Myrada.

While Myrada realises that for practical reasons, groups will
continue to be formed within the context of a “project™, yel, [o
reduce the negative impact on institutional building that this project
Context imposes, it 15 important to ensure the following: 1. groups
need to be formed on the basis of affinity, not on the critaria for
bencficiary selection —this requires a change in the traditional
approach to costing of the « Oty DrEENisilon component
which is guided by the number of beneficiaries. 2. At least six to
eight months must be devoied 1o institotional capacity building
before the group is asked to prepare plans for investment in
infrastructure or to apply for loans or grants for individual assels
3. Dring this period a significant investment in capacity buikding
15 required; this should focus on helping the group o build a vision
and a strategy which is not limited by the “project” an hand but by
what the group envisages in the long term. Once again, this
requires a significant change from the present approach whers,
lor example, interveners, after the ritwal PRA exercises. ask the
group 1o make a “watershed plan” (within the first two to three
days after the initial visit) since the project proposed focuses on
watershed development. Rather, several modules on capacity
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puilding are required to build the institutional strengths of (he group
gnd 1o sopport the group to work out a strategy to achieve its
vigion. The project on hand can then be viewed as one of the
mAny mterventions required to help the group o implement its
sision. 4. If the project envisages provision of credit, the group
should be assessed on the basis of its institutional strengths (nol
on the viability of each individual loan} and a line of credit provided
g the group, leaving the group to decide on the purpose of each
joan, on the interest rates, repayment schedules and on sanctions
fior farling to conform to agreed schedules or acceptad norms of

gocial behaviour.

Besides the above category of groups formed in the context of a
project, there &5 another category of groups organised in the context
of extension services. This “group” approdsch to extlension
particularly in the area of agricullure is a step away from the
traditional training and visit extension approach which tended to
focus on individuals like "ead farmers”. However, these extension
groups are also viewed as “receivers of messages” with the added
potential of providing oppartunity for exchange and sharing. As
psaruse.;t_ there is litthe invesiment in institutional capacity building;
these groups differ significantly from the group sirategy that
Myrada promotes

Myrada bclieves that atter several years, the self help atfinity
group will be abie to decide whether it should contimue or whether
it has served its purpose and can wither away, whether it has to
re-zngincer itself to take on new roles and functions or whether
the present intercsts of the members require them to leave and
join other institutions or establish linkages on their own. Myrada
his never claimed that each affinity group will continue “for ever”.
What 1t seeks to ensure, as far as possible, is to build the members
confidence and skills to ensore the sustainability of the impact on
the lives of individual members that resulted from participating

4
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effectively in the functioning of an affinity group. The continuation
of the group itself depends on the decisions of the members, The
nesds and aspirations of each member change over time, and while
some may decide (o leave the affinity group, others may apply to
join or the group itself may decide to dissolve: some members
may decide 1o form or join other groups which are structurally
mare appropriate to support their growth like traditional chit fund
groups formed to provide larger loans, or unions Or netw orks o
lobby for their social and political rights.

INSTITUTIONAL CAPACITY
BUILDING OF SELF-HELFP
5 AFFINITY GROUPS

The critical importance of institutional capacity buoilding for Self
help Affinity Groups te function as imstitutions L'i.'.l:".l'l.i.'ll. b -_le',r
giressed- Myrada invests both time and resources m capacity
puilding. This investment is essential for a group, in order for it
develop into a functioning instiniion with a vision, 4 sound
governance structure and supporting systems. With the group
ypdertaking new responsibilities like savings and credit, adequate
(pvestment is required to enable new relations among members
and skills to develop and for affinity 1o grow, This group capacity
bullding takes time. Unfortunately, many progranumes which adopt
group formation as their strategy tend to push growps into
implementing programmes or receiving loans within 2 month ol
their formation.

Though there 13 a provision for capacity building of proups In many
Micro Credit schemes sponsored by Government and Financial
[ntitutions, in praciice this is given low priorty. The reasons are
many and range from lack of adequate financial provision in the
badger of some projects and delay in grounding that cuts into
prepuration time, to a misreading of what is meant by training for
gapacity building of institutions. As a result training is often given
lip sarvice and, if provided, is restricted only to the leaders of
Eioups or (o several groups at one time, in what turng oul to bea
haif day “mela™ where the project is explained and the scheme
imaugurated by a politician or official often at & major function,
the costs of which are met from the training fund. How often is
the excuse heard; “There is no time, the targets for disbursement
of subsidies and loans must be met”. But the truth is, there is no
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realisation what ‘capacity building' really entails and littje
appreciation of the long-term empowerment potential of this
investment. In many states the ‘capacity building” input under the
Swarna Jayanthi Swarezgar Yojana (515Y), a Governmeny
sponsored anti-poverty scheme has been redeced to one day,
Further, the members of several groups are called together for a
training session. This reduces the agenda to an explanation of the
scheme. There is no capacity building of the groop. In most cageg
under 5J5Y only the Presidents and Secretaries of the Groups
are invited for these one-day training sessions. This further widens
‘the pap between these office bearers and the rest of the members,

Myrada has been able to invest heavily in capacity building of
institutions both of people (like SAGs) as well 45 of intermediary
:Jl_El!u[li-'c:illi.LﬂJE {hke NGO This s maimly doe (o some of ils partners
who have dentified this area as a priority and provided suppaory.
The approach of these organisations is to suppaort the thrust to build
peopla's institulions m all Myrada projects, as well as (o help build
other WGOs (and lately Financial Institutions like RRBs) (o promote
similar people’s mstitutions. Interestingly, the major contribution
towards building institutional and organisational capacity, first came
im the mid eighties from Government related Organisations like the
Canadian Intemational Development Agency (CIDA), and Swiss
Agency for Development and Cooperation (SDC) and from Truszs
like the Ford Foundation. Among the NGO partners, German A gro
Action, Hope International Development Agency of Canada and
NOVIB from the Netherlands, have played an important and
girategic role in capacity building of Myrada, other NGOs and of
people’s institufions,

Considering the low priority given over-all to *capacity building’,
an outline of the modules that Myrada considers essential is given
below, “How to™ conduct these modules, 15 described in detail
iogether with exercises and games, in a 207 page manual brought

E

Institiehional Capacity Suilgieg of eli-help Affiniry Growps

o

out by thirty Myrada staff with several years of training experience.
The Manual titled, The Myrada Experience = A Manual for the
Capacity Building af Self Help Groups 15 available on request,
Relevant parts of it are already being translated and adapted in
Miyanmar, Indonesia and Bangladesh, in projects supported by IFAD
gnat LTNDIP. It is also extensively used in the IFAD project, underway
in the North Bastern Stales of India, and in paris of Orissa and
sadhya Pradesh, in DANIDA and CARE projects, It has been
rranslated inte Hindi by the Swa Shakti programme of the
Government of India. This Manoal has to be CEII‘IIiI'|III.'_|I_|-=|!,.' ||r_:-g|;1ljr_-d_
and adapted and Myrada encourages all those interested to do so.
Ji can be used for capacity building not only of Self Help Groups
but aiso for any community based organisations.

The "Capacity Bullding’ mitiafive for pedple’s orgamizations consists

of the followmg mam modules

1. A Structural Analysis of Society: The purpose of this
module 15 {0 help participants to analyse the structure of
sociely and o understand the relations between its various
componéents. In the process, they are sensitised to their social
and economic condition and to the constraints that they face
in society, Participants are also urged to reflect on the
ppportunities available to them in their immediate savironment
that may help them to break out of the poverty trap. This
module conveys the message, that it is not enough to teach
people (o fish when they are not even able (o resch the river
They need 1o understand the nature of the obstructions and
their mutually re-inforcing relationships preventing their
access (o the river

2. Analysis of Local Credit Sources: The purpose of this
maodule is to identify various credit sources accessible 1o the
poor, analyse their advantages and disadvantages and hence,
o deduce the need for an alternate source of credit. The

—
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concept of a Self-Help Affinity Group is also briefly
introduced in this module

Self-help Affinity Group - The Concept: The purpose of
this module is firstly, to communicate the need for people in
take a lead in development activities so that they have |
ownership of these activities. The management of credit i
Proposed as an activity in which they can take a lead provided
they are willing to spend time in designing the structure ang
the rules and functions. Secondly, this module introduces the
concept of a Sell-help Affinity Group as an appropriate
structure to manage credit and to foster participation,
nstitution building, governance skills and empowerment. This
module describes the structure and functions of a Eroup and
caplains the rationale behind the structure and functions.

How a Meeting of a Community Based Organisation is
conducted: The aim of this module is 10 impart effective
meeting skills to the participants to ensure effective
purticipation of all members, to realise the need to record al]
decisions and to function in 3 trinsparent manner.

Communication: - The purpose of this module is to help
participants to communicate more effectively with each ather
as members of a groop and to improve the quality of interaction
between group members, external institations and ether people.
Affinity: Affinity is & network of relations - the basis tha
binds the group. It is what one can call social capital, This
capital needs to be built up, as new roles and responsibilities,
demanding a higher state of affinity or a larger social capital
base, emerges in the group. To minage these effectively,
affinity must be expressed through unity in action. The purpose
of this module is to motivate participants 1o constantly
strengthen the ocial capital base of their group

Tmriituiional Capociry Building of Self-help Affinicy Growps

_._'__‘,ri_"ilil_l“ Building: A vision 15 a picture of an orgamsation in

T

the long term. Every institution must possess a vision I:jf.its
awn, in order to direct its energies and bring _ahuul posifive
and sustained change. People also must be their own ‘change
agents'. This module is a small but EI.'!-!I"-ETI:'.I::.'- step lowards
equipping the group to develop a vision of its own and 1o
commit itsell to achieving it. Tt needs to be repeated
peniodically.

Organisational Goals: The purpose of this :'ﬂ.l:-ﬂu]c 5 1o
facilitate participants to set goals for their oW .hw.s and for
the group. During the process of this training module,
participants are helped to develop a set of goals for the group,
which are based on the vision developed by the group in the
previous module. .
Planning, Resource Mobilisation, !mpltmtntuhm.n
Monitering and Evaluation (PRIME): The purpose ul'.lhn-
module 18 1o impart simple Planning, Resource Mnhilﬂtsuhn_::-.
Implementation, Monitoring and Evaluation (PRIME) 5k 1.|!‘.
to group members. Participants are enabled to acquire
PRIME skills to implement their group’s goal or vision by
hands-on experience of planning and implementing i small
micro-project of their own selection

10, Rules and Regulations: The aim of this module is to

facilitate the effective functioning of ihe group by l:]'l-aL.I]I:lﬂ
all members to participate in developing mles and regulations
which are appropriate to the needs of the group.

11. Responsibilities of the Group Members: The purpose

of this module is to generate awareness in the participants
whout their responsibilities towards the group.

12, Bookkeeping and Auditing: The aim of this module is o

help members to acquire skills and insights, which will enable
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13.

15.

1&.

them to monitor and retain contral over the group’s finances
gven if they aré not financially terate.

Leadership: The purpose of this module is to creale
awareness amongst participants on the need for leaders who
‘penerate’ trust and respect, who have a vision and who
encourage everyhody's parficipation in the group. ['he module
alsn communicates the importance of periedic rotation af
leaders in a group

Conflict Resolution: The purpose of this module 15 to
gEnerate awarencss amongst the participants that conflict is
nifural in any groop; that it will arise m the group and that it
ig possible to discuss conflict openty and to resolve 1t
Unresolved conflict may result in 2 situation where each
person suspects the other and refuscs (o listen or to share.
This module also attempts o develop basic conflict resolution
skills in the participants. These skills will be further built up
as the group gains experience in handling conflicts.
Collective Decision Making: The aim of this module 15 to
communicate the importance of consensus of collective
decision making to the participants and to equip them with
the skills invalved in arriving at consensus of collective
decision in the group.

Common Fund Management: The aim of this module 15 o
impart the skills of common fund and credit management (o
the proup members. This is a critical inpul since the éxperience
of developing the culture and syslems required for
governance of the common fund in a transparent and equitzhble
manner ig itself empowering. The continuous necd 1o fe-
ENEINEET {hese sysleims makes the expénence of BOVETTIAICE
of the common fund an cffective tool to sustain the process
of institution building and empowenmen

O
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17.

18.

24.

Ingriturional Capacity Building af Se0f-help Affiniry Groups

Self-Assessment: The purpose of this module is to
communicate the need for group members to periodically

asgess their group. During thiz module, participants are
equipped with the basic skills and framework for assessing
their group, Participants are encouriaged 1o condoct a seldf-
assessment exercise regularly. It is important to stress dunng
the excrcise that it is not only the ranking that is ;mpr'r:unl..
but also the process through which the ranking has been done
This process provides an opportunity for the members of the
group o look inwards and to analyse their streagths,
wieaknesses and opportunities as a group

Group Graduation: Every group must gradually decreass
its dependence on the NGO/Iatervener and eventually
gradute into being a self-reliont and independent mstitution,
while at the same time establizshing supportive linkages with
other organisations. The purpose of this module is to
communicate to participants the need for a group to develop
into & self-reliant institution and to help them to asiess to
whai extent their group has been able to achieve this

Linkages with other Institutions: The purpose of this
module is to communicate o the participants that no mstitution
¢an function and survive in isolation, and to help build the
neiworking skills of the participants. This network adds to
the power buse which people require for support in order to
clear the hurdles created by powerful vested inlerests

Building Credit Linkages: The purpose of this module 15
to familiarise members with the terms, conditions and
procedures involved in obtaining a loan from a financial
institution like a bank, and (o help tham analyse whether or
not they are eligible to avail of the loan. The design of this
module i5 suitable for a group, particularly if it is planning to
avail of a loan for the first time. The module also helps to
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build the group's confidence to approach the financial
institution.

Federations: Federations should not be fostered for
achieving the agenda of the NGO, such as taking over the
NGO's role after withdrawal from a project. Instcad, they
should emerge in response to a push or a need from the
primary Groups. The primary Groups should play & major
rele in settling the federations agenda. The purpose of this
madule is 10 create awareness among participants of the
concept of a federation and to help the group o arrive at
some clarity as regards its structure and functions.

Credit Plus: A group has the poiential to provide space and
support 50 that each of its members can identify and use
opportunities for her'his empowerment, both in private and
public life. The purpose-of this module is to molivate
participants to identify these opportunities and undertake
activities other than savings and credit, These activities could
be commaon actions through shramdaan, or taking up issues
that affect society, or topics related to their lives like family
planning and on the role (position) of women in the home and
In society.

- Analysing Gender Relations in the Family and

Community: The purpose of this module is to make
participants sensitive to the dynamics of gender relations in
the family and the ¢community. The modole also discusses
the differential access to and control of resources by men
and women in the family and the community, Finally, the
module emphasises on how women may come together 1o
challenge existing pender equations which are harmful 1o
them. This module has been designed for women members
It may need to be significantly altered to be of use to the
male participants,

fetlinrlonal Capaciiv Sulldiae of Sel-help Affiniry Grog

COSTS OF CAPACITY BUILDING

The funds provided to suppori one affinity group throughout the

rocess of acquiring institutional features that can cope with its
pew and expanding roles and functions, vary from group to groop
and programme to programme. Since this investment has 2 mediom
jo long-term objective, edequate priority is not casily given in
projects that seek to achieve targets of disbursement quickly
(overnment sponsored micro credit programmes based on the
group approsch, have a very shart-term vision. Chiven the frcqu-:m
changes in Government, investment in anti-poverty programmes
cannot help being driven by short-term objectives. The difference
{1 the allocation of funds in various Govermnment Fponsored
PIOGTAnimes for building institutional capacity of Self-help Groups,
confirms this assessment.

Sirl Shakti: (A Government of Karnataka Programme): s 600
per group. Duration of training: One year

NABARID: (Government of India): Rs.1500 per group. Duration
Oine year

Swa Shakti: (Supported by the World Bank/IFAD in six stales
and implemented by the respective Women's Development
Corporations): Rs. 16,000 per group. Duration: 3 years. Note:
Myrada played a role in the formulation of this project. However,
the actusl costs incurred differ from State to State and is often
far less than budgeted for.

Myrada's stralegy 1s often criticised for being “high cost™ mainly
Pecaiise it insists on imvesting in quality i its approach o capacity
building and recommending an annual audit of the Affinity Groups
by Chartered Accountants. The perception of being “high cost”
die to investment in “capacity building' needs to be put in
perspective, To invest about Rs 10,000 in training a group is
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reasonable. The investment in each member of an average Eroup
of 20, works out to Rs.500¢-, Is this amount too high to invest in
providing o life-oriented education that membership of an affmity
group offers? Besides, group training and firming wp linkages with
other institutions is also empowering. This in tumn helps to build the
bagis for sustamnability of impact. Those wha hold that an investment
of Rs.500/- is too high, are perhaps influenced by an underlying
cultural chimate thatallows pl_-.|_;||1||_' to be comfortable while Iil.l'-.illj{.::

position that “any quality of technology and education - is good
enough for the poor” (the implication being that there is no need to

go for “the best™ technology or capacity building inputs for the poor)

As for (he imporiance given to audit, in reality it cuts costs by
reducing the time taken by bankers to assess a group and by
leszening the potential for conflict. It raises the confidence thar
bankers have in the group, thereby building a basis for a direct
relationghip of trust between the two institlutions. Once bankers
know that an Affinity Group has been asdited, they tend 1o redipes
their need for assurance from the NGO that the group is "good"
Myrada's expenience indicates that after the groups were audited
i |ME for the first time by Chartered Accountants, the number of
groups thar established linkages with Banks increased dra miatically.

{From the Social Intermediation Study — E;ra[t Page2)

"Markers by which Myrada measures change, with respect to the
social capital building in the groups Myrada is working with (in this
case, SHO members) include

L. Whether each SHG has developed a vision of its own and hos
specific plans for its imiplementation.

[

Whether the rules and regulations of the SHG are framed by the
members themselves, are understood and acceptable to all
| members; and ure followed by all members

i

f

|

fnstirutionel Capecity Building of Seff-help Affinity Graups

wWhether all mambears of the SHO=s understand the issue ]'.-f:-ﬂﬁ
debpied by the group, and the weaker members are also
encoursged to parlicipate

Whether the representotives of the SH:s are chonged regularly
on o rodatronal basis ao that all members are given o chance to
develop leadership qualities, and 4 few members do not
dominale th group
The extent of devebopment of nerworks between SHGs and othe
imefietons,

The ability to mobilise resources from other agencies on their
WAL !

The extent of contact between individual SHG: im
CORmITh ey,

Whether nformation on new programmes, Government policics
and schemes 15 discussed in mesiings

The level of awareness and understanding of members an the
procedurss of access O new programmes of the Government

and Banks

. Whethar there s an increase in numeracy levels in the group

L. The atlity of the SHG 1o plan for, and soccessfully implement

o eommon action programmes of their own

I'he ability to mobilize ihe participition of non-members in these
ProErammes

. The level of participation of 3HO members in Grama Sabha

meslings.




MANAGEMENT OF CREDIT -

AN INSTRUMENT IN

6 INSTITUTION BUILDING
AND EMPOWERMENT

Myrada's mission briefly is “To build institutions of the Rural
Poor”. Credit emerged i the early 80°s (1983 — 1984), as one of
the major tools eround which a people’s institution could be built,
{Natural Resources within a watershed emerged as another tool
in the mid-eighties). It was not credit delivery per se, but the
management of credit that evolved as an appropriate tool for
mstitation building. Myrada realised that the pattern (model) of
credit management would play a major role in shaping the structure
of the institution and conseguently its potential for empowerment.
The model needs to provide institutional space for people to decide
and control the signposts in the process of credit management
and in the governance of the institation. These signposts are: the
membership and size of the group, decisions on the size and
regularity of savings, on the purpose and size of the loan, on Lhe
interest, on the schedule of repayments, on sanctions. If the model
provides adequate space for members to establish these signposts,
studies indicate that it plays a major role in building people’s
confidence and skills 1o manage other functions that their group
may decide to take on. The model, therefore, canmol be pre-
designed. Tt has to emerge from experiences of the people; 1t has
to develop from below. The process involved in arriving at these
decisions serve to build up the capacity of the members. Myrada's
rale is to foster the process through which the people conld evolve
the most appropriate institution to manage credit, which snits their
needs, and conforms to their cultural features,

Management of Credit — An fnsirumens in Turrizusion Buitding...

i .
jn Most micro credit stratégies on the other hand, the model is

FF:_EE]EinF;hEd by the intervener. This tends to make the group

art of the delivery mechamsm, rather thin an institution in its
gwn right, which constantly generates iti own mules and ensures
that they are effectively implemented. The group that emerged
45 a result of the process that Myrada initiated and nurtured,
consisted of members who are linked together by affinity and not
by any criteria set up under an official scheme o Larget
peneficiaries. All decisions related to membership, size of group,
fgnctions and responsibilities, sanctions for dysfunctional social
kehaviour, size and regularity of savings, purpose and size of loans,
interest schedules of repayment and sanctions for default, are
raken by the group. The Groups roles and functions also go beyomnd
credit. This is why Myrada describes these Affinity Groups as
sCredit Plus Groups”. In contrast, most MFIs fix the rate of
savings, decide on the purpose and size of loans (the practice is to
design & “product”), 1o standardise the rate of mterest, and the
sehedule of repayments. The popular practice is to fix a flat rate
af interest and & weekly repayment schedule which effectively
tiizes the cost of credit, particularly in the case of small traders
wha require finance weekly for the purchase of new siocks; these
rraders are forced to repay weekly to the MFIs, even though it is
more 1o their benefit 1o repay in lump sum when the repayment
period expires

From an analysis of its experience and of the surrounding social
and economic environment, Myrada realised in the early 80s that
il was not encugh to organise the poor. They need 10 be organised
around an issue (like minimoem wages) or a resource (like capital).
Organizing them around a resource, which Myrada chose to do,
fequires time, an institutional structure that is appropriate to the
fesource to be managed. and the potential for this structure to
evolve into an abiding imstitution, which can survive on 1ts own
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ferms, without heving to be ‘mainstreamed’. A strategy which
gims al mainstreaming people’s institotions ix
disempowering, as it seeks to impose the systems of the
mainstream on peaple’s initiafives.

In the mid-cighties, the résource identified by Myrada wag
*capital’. Oither organisations chose o fight for higher wages
through unionisation, or for land distribution to the landless,
Myrada's choice of credit does not mean that these alternatives
were nof appropriate. Any choice that excludes others does reveal
g hias. Bul an intervener 138 free (o select an entry pomnt which i
considers strategic to break the poverty cycle, and then move 1o
motivate people to restructare other critical areas relabing Lo land
and wages. Myrada adopted this approsch. It assumed that if
credit instiutions were formed and contralled by people, if they
:|:|r;:|'..'i;-:]|: I'ur |:r||:|r|'.:'||:|:". i|'|'|||'||:|.1 jate il.'ll'.l'-.ul'l'lr.lti{'ll'l and EII'III T
generating needs, (which surveys showed were the major causa
of dependency and exploitative relationships) and if other inputs
related (o capacity building were provided, people wonld move to
initiate changes in wages, and land use &and ownersiiep, ias their
confidence and independence increased. Initiatives taken in these
areas by mature SAGs proved that this assumption was valid.
When it emerged from Mymada's studies that:

«  gver 30% of credit availed by the poor came from non-official
sources, i high interest rates — ranging from 5% to 10% per
month and often included interest in kind, like priority
ploughing of the lenders fields, mnning of errands, etc.;

=  that unpaid debt was the major cause of landlessness and
margimalizaiion;

. that in such a situatton the poor could never accumulate
adequaie capital to make any investments in the future and
would be forced to live in a state of acute dependency.

Management of Credit— An Instrument in Instiration Building,

flT:l'THdu decided to focus on making credit accessible to the poor,
put 00 their own terms and conditions, and 0 use ::n:u:i as a
iol o build people’s institutions. Since people needed it “!‘“ SR
sceustomed to it, credit emerged as a “friendly” 100l ta build their
ills of management, their independence and their self-confidence.

pyrada has congistently fostered an integrated pr::_u:an-.rTc. Credil
provision is anly one of the pillars of its over-all ﬁr_T.'_l:Ll: gy, However,
i every sector, the focus has been on “management”’ of the resource
mvolved. The other major areas where management pallems wWere
fnsiered include watershed management (to increase productivity
i agriculture, hiomass and forestry in a sustainable manner);
munigement of the habitat including housing, water and sr-nilnlt 1o,
gnd of off-farm initiatives in collaboration mainly with the private
csctor. One example 1s the collaboration with Titan ‘l.'r'dl!.'hti.
involving about 30 poor women who have formed their own private
company. These initiatives focus nol only on the oulcomes -e!nd
impact on livelihoods, but more importantly, on the procesg, which
fosters people's ownership of their institutions Myrada 15 pware
that eredit alone will not suffice, however, because the poor
depended for credit on private sources at usanous rates,’ (he lack
of credit supply wat a major Cansc af their mereasing

sinalisation, vulnerability and endemic poverty Intervening in
the area of credit was therefore selected as an entry poant which
could provide the opportunity to break the poverty cycle

An analysis of the trend in the lending patiern of members in
Affinity Groups shows that after the mitial period where their
priority is to take loans for consumption (which they would
Btherwice have availed of from private sources), people borrow

| Burveys revealed that there ang only three official soosces of credit i s
raral areas responding to less than 2% of credit demand, wh Iz theTe Wore
9 private sources providing e pesl
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o release their lands and trees (like tamarind) from moneylenders,
to invest inagriculture, in land development and even o purchase
land; loans for rading comprise a large part of the portfolio. There
is ample evidence that the decrease in dependence on
moneylenders has lowersd the interest rate all around, and thag
people are in a better position to lobby for their rights, once their
immediate and urgent neads are met through the Affinity Groups,
as their dependence on moneylenders (whao also happen 1o be the
large farmers who reguire Iabour and can "bond™ the poar by
extending loans) decreases.

SHOULD LOANS BE RESTRICTED TO ASSET
CREATION?

All Government credit schemes, as well as the major micro credig
programmes run by major NGOs restrict loans only 1o assets,
excluding land. Loans for consumption (including health and
education}, for trading, release of assets from moneylenders, lor
purchase and development of land are not allowed, This is another
feature of other micro credit models which is open to criticism:
Myrada's studies indicate that the restniction of loans (o large
movable income penerating assels like cross-bred cows, tends to
have an unintended impact in terms of impoverishing and
marginalizmg the poor, who are not able 1o manage large asgels o
the initial stapes, particularly where supporting services like
velerinary care is of poor quality. Myrada promotes a policy of
providing such major assets withount any subsidy; the SAGs do
not factor subsidy in thetr financial dealings but prefer flexibility
Myrada promotes a policy that gives prioritly o “subsidise™ the
support system (like veterinary care) rather than the asset (cows!
buffaloes) and a strategy that ensures that the support system
(like velerinary care) 15 effective before providing the assei. In
moslt schemes sponsored by the Government, however, the
practice iz just the reverse,

Maragemens of Credir = An Inatrisrrent in Institufion Building.

S

a—

yrada's analysis of the trend in the lending patterns of a Self-
help Affinity Groups in its projects show that, in the first year, the
qumber of loans for consumption is large - often upto 30% |:1[ l|1.f.‘
total loans. though the total amount borrowed for consumplion is
relatively gmall — around 209%. This indicates that even Lhuug‘h
the loan amount needed for consumpiion 15 small, 1t 12 4 proniey
for people. However, during the next two years, the number of
consumption loans decreases, while loans for trading and small
pusinesses increase. After the second year, the number of loans
for larger assets incloding animals, howsing, implements, land
development and larger businesses, ends to grow, This clearly
snricates that the poor need Lo grow in confidence and o build o
few supporting linkages before investing in larger assets.
Unfortunately, many official anti-poverty programmes star fand
end’ by offering people larger assets, which they are unable to
manage and maintain in the initial stages.

Myrada's study of a Government sponsared micro Eﬂ:'fil'- a.u:imne
in Dharmapuri District, which provided loans only for income
generating assets (excluding land), indicated that returms from loans
did not come entirely from the income generated through the assets
for which the loans were given. In fact, one study showed that
over 60% of repaymenis on assel loans, came from sources
ather than the income generated by the asset. The poor have
several small and seazonal income generating activities including
fabour, which generate a seasonal cash flow which they use 1o
pepay their loans. If this is the case, argued Myrada, why wasie
effort and time on assessing viability and fixing unit costs of each
individual loan: and more, why deprive the poor of loans for
eansumption, when it is these loans from private sources that lead
them into greater poveriy and dependence? Rather than assess
each individual loan, it is more appropriate to assess the
institutional strengths of the group and to advance a loan
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to the Group, which would then decide to whom, for whag
purpose and the amount to lend to its members. In shon, the
decisions covering the rate and regularity of savings, on the
purpose and size of loans and repayments are left entirely to the
group. The bank receives repayments according to the schedulag
agreed (o by the Bank and the Self-help Affinity Groups. It 15 the
eash flow of the growp that 15 assessed as a critical factor rathey
than the viability of each loan

THE ROLE OF BANKS AND
FEDERATIONS OF AFFINITY
7 GROUPS

crifical to the SAG model of credit management 15 the role of the
ganking system. Once the SAGs reach the stage where their
credibility as institutions is established, the Banks have been
apthor ised 1o extend a line of credit to each SAG even though it is
pot -4 formally registered body provided it functions like one -
namely it has an identity, it has rules and regulations and abides
by them, it maintaing adequate books, it changes its leadership
megularly and it conducts its business (o the satisfaction of all its
members. The SAG model is based on a linkage berwesn two
matifutions = the Affinity Group and the local Bank (or Cooperative
Baciety ). When after several studies, NABARD and the RB] were
gatiafied that the SAGs were "bankable”, the SAGBANE Linkage
Programme was launched in 1992 without any fanfare. When the
I0th anniversary was celebrated in November 2000 by NABARD,
approximately Rs 2000 Crores had been advanced by the Banks
o SAGE all over the country. This makes the SAG Bank Linkage
Model the largest micro finance programme in the world

Tobuild this relationship between the 3AG and the Bank, every
member of the Affinity Group (not only the leaders or
feprasentatives) is encouraged in rotation to visit the Bank to
conduct business. When asked to list the benefits they have
denived from being group members, high on the list is their
experience in dealing directly with Banks. The members ¢laim
that this experience of interacting with the Bank. gives them
eomfidence and skills to deal with other institutions and Government
8fficials. The members also state that, on their own, they would
never have established any contact with the Bank. On the bank’s
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part, lending to Affinity Groups helps to achieve their priority sacige
targets at highly reduced risks (since the rECOVETY is over 97%,
compared o the average recovery rate of 304% - 60% for ang
poverty programmes) and af reduced transactional costs

A study copducted by NABARD in 1982 showed that this mods|
brought down transaction costs of the Banks, by about 30% 1y
40%. The Bank's work was reduced to servicing one loan to the
group nstead of individeal loans. This model also reduced the
cosls 10 the borrowers, by about 60% 1o 70%. However, it alen
required, that the group should be nurtured to grow and fonciion
as an mstitution. Adopting this model, without adequaie
investment in capacity building of the group has led tg
disastrons results. Further, linking with SAGs, while
continuing to function according to traditional systems
which inclodes relating to each Individual member in terms
of loan applications and standardised lending practices,
does mot reduce transaction costs as some Banks in Indis
and abroad (particularly the BRI in Indonesia) discovered,
The Bank needs to lend to the SAG as an institution and o
learn to assess the SAG according to institutional
paramelers, if its transaction costs are to decline.

The interventions required to foster an alternate strategy through
Atfimity Groups, could be grouped into thres broad categories:

l.  Identifying Affinity Groups

2 Building their institutional capacity — this includes training
and exposure, management of savings and credit, as well as
butlding skills and confidence to become agents of change,
L8 E.ill_":'.-l.‘lll1|;.J'|i||-.' of credit 1o them

The first category — identifying Affinity groups — 15 not selfs
financing. [t requires experience of interacting with village people
in an informal way and with empathy. Though it may nof invojve

|- The Rele of Banks and Federations of Affiniry Groups
more lime or money than a similar effort 1o extend the Bank’s
chentele, most Bankers do not spend time in the field, and, if they
4o, their visit is made according to their time and convenience
pforeover the Bankers usually take the lead in directing operations
during their field visit. Bankers (with exceptions) are nof equipped
with the skills and the empathy required to be able toidentify affinity
groups since their entire approach 1o banking has buoilt up walls
patween them and people rather than empathy. This is also true of
gome individual staff of NGOs who behave in such a manner that
e willager cannol empathize with theny; the village views them as
ihenefactons camrying a package of schemes”, As mentionsd earlier,
this category of interventions, to identify and form affinity groups,
is ot self-financing; it has to be subsidised, However many Banks
jynve niow taken the position that visiting the feld, identifying affinity
groups and me2ting them regularly is par of the core responsibilities
of the Bank. By 2002, there were over 33 RRBs whose staff were
actively mvelved m formmpg SAGs, The pilot expenimeent began with
the Cauvery Grameena Bank im 1995 in the Mysore District. Myrada
which has several major projects in that District took the imitiative
o invite senior MAHBARLY staff o meet with the staff of Cauvery
Grameena Bank (CGH) in order to launch this pilot scheme which
has spread Lo several other RRBs. However, initially Myrada had
1o support the CGB with two motor cycles for their staff and other
small interventions {(iraming of Bank staff, introduction o the village
and follow-up visiis) for the pilot to take off. NABARD then initiated
& support programme for RRBs which adoptad this model

Inbdyrada’s Dharmapuri Project part of which was in collaboration
with the Tamilnady Women .-'-.I-.".-E'Ill__'l-m;'.ﬂl l'_‘i_'l-.rpl:l:-ulll:lu and funded
by IFAD, Rone, up:c-.al lmits COtmpi i:’u:l.g Coverninent techncal and
revenue staff were set op to support the SAGs, particalarly the
meome generation activities. These units together with the local
Bmnlcer wigited the SACGE 1o |'_|.'|'|1."|_1r-. SUPPOnt EETVICES. TI'u::,.' WEre
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expecied to provide a package of services al the doorstep, Within
a few months, it was obviows that one of these units was successful
in responding to people'’s needs whils another was not. Both units,
however, had “committed” officials who insisted that they had
visited the willages together. On enguiry it emerged that the
successlul unit bad attended the SAG meetings on the day and ag
the time they were scheduled to be held - usually in the moming

before 1O am, or after 6 p.m. The unit members had listened
throughout the mesting without asking any questions. Al the énd
they explained the programme and promised o return foe & full
discussion after the 5A08 members had the chance lo discuss
thetr participation, The other unit which was not achieving much,
hed vigited the 1.':I||u£_|=: al iz own time = useally aroond 132 noon,
called for a meeting and explained the “schemes™. It was clear thar
the SAG members who were working did not attend these meetings
= which in any case were the mestings of the unit rathers than of the
people. Similar examples indicate the need 1o empathise with people
not just in the matter of “feelings™ but with their schedules and
thetr requirements. It is thizs ability to empathise that is the first
step in identifying members linkad by a depree of affinity

The second category — building institutional capacity - is
expensive. Myrada conduets some sessions in the village, where
the gronp members arrange for their own food; this helps to reduce
these costs. The training modules described in Chapter 5§ require
over 30 days of training and exposure, There i3 no doubt that this
categary of interventions has to be subsidised. Depending on the
experience of the NGO and the demonstration impact of successful
SAGs in the area {which reduces the time required to train the
SAG) the cost of training a new SAG ranges from Rs.5000 to
Rs. 10,000, Myrada strongly promotes subsidising these costs,
rather than the traditional practice of subsidising the asset like a
cow or sheep which is still being promoted in all Government anti
poverty schemes. The success of the SAG approach where there

The Role of Banks and Federations of Affininy Groups
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gre 1o subsidies has provided ample evidence thar the poor do not

peed subsidies to manage a successful programme; they need
support services and the freedom to choose the azset. The fraining
inputs in this category of interventions form part of an informal
education programme which 15 also empowering. However, it
must be stressed that training alone does mot build
jnstitutional capacity. It needs (o be accompanied by the
§AGs initiative to save regularly, to lend, to repay, to become
jnvolved in social change in the home and the village, to
manage its alfairs in a transparent manner and to build the
skills and confidence of each member. This experience itsell
s EmpowWering.

{n the mid ninenes after the Linkage programme was launched,
most of the Banks stated that they were unable to provide
financial support for treining and looked o NABARD for
gupport. Initially NABARD obliged, but several leaders in the
ficld pointed out that if the SAG Bank Linkage programme is
gonsidered to be a core activity by the Bank, it should be able
to allocate funds for training the SAGs from 2 profits, A few
progressive Banks are now funding the training component,
but the provizsion is still inadeguate.

The third category of inlerveniions extending credit is
restricted to assessing the proup which requires 2 to 3 visits to the
SAG by the Banker and extending a line of credit 1o it, This activity
has the potential to be self-financing, Sanghamithra, a not-fof-
profit MF1, sponsored by Myrada, and registered under the
Company's act has been able to breakeven in 2 vears by restricting
s intervention only to the third calegory

As etated earlier, the Banks have a critical role to play in the
Indian model. Given the extensive rural network that tha Banks
have establizshed, it would have been a waste of resources not
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to involve them in eredit provision. Though the Banks have by
and large respected the well-funclioning groups as independeny
institutions and accepted the management systems that the
Groups have evolved, certain systems, however, are required
for the Banks to establish a linkage. The minimum required from
the SAG ig that accounts books have 1o be maintained, updated
and reconcilad with the Banks statement regularly and annual
audits conducted. Myrada's Affinity Groups have taken a furthes
step; they have engaged several Chartered Accountanis to audif
their accounts since 1998, and have paid for this audit. This addg
to the confidence that Banks need in order to establish a long.
term relationship with the Groups. After the audit there was 3
significant increase in the number of linkages promoted by Banks
with affinity groups.

Myrada realised in the early 1990s that policy change inthated by
the REI and NABARD was essential but not encugh. The officials
of banks needed to be trained o assess the Self-help Affinity
Groups as institutions. Further, a whaole change in their mind-set
and approach is required. Myrada designed training modules for
this purpose and trained over 4000 Bankers during the last G years;
all trainings are conducted om its project sites. The question
Bankers nesd to ask is: 1s it good business to mvest in thie
institution? They no longer need to assess each individual loan
according to traditional norms,

While the SAG Bank Linkage model reduces the transaction costs
and time before the loan to the group is advanced, it is necessary
to ensure that data on the purpose of loans o members sanctioned
by the group and the repayment performance on each loan is
recorded and analysed. This helps to keep track of the progress
of the group, to identify trends in lending (whether for exampie
there is a shift from consumption loans towards trading and income
generation, whether there is growth in the size of loans etc.}. 10

—
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identify patierns in lending (in certain areas loans for a particular
ipcome generating asset may be popular; for example, if some
members of several groups in an area take loans for pouliry it
indicates that there must be some comparative advantage for this
investment which can be huilt an to add valee ). Myrada prepared
goftware in the late eighties to collect and assess SAG data go
that these trénds could be analysed and appropriate mterventions
initiated. Case studies to assess the impact on Ivelihoods and
empOWETment resulting from loans taken are also required as a
hasis for leaming and formulation of future policy. In traditional
anti- poverty schemes which were based on loans and subsidies,
the Banks effonts after extending loans were mainly if not entirely
restricted 1o ensuring repayment Mo further analysis was
considered necessary. Unfortunately, very few institutions involved
i micro finance take the additional effort to monitor these trends
after loans are extended and to evolve stralegies (o support ar
add value to the initiatives of SAG mémbers

The SAG-Bank Linkage mede] does have its limitations in countries
or areas where the Banks do not function effectively or where
their network in the roral areas is small or where NGUs are few
or have no experience in forming and training 5A0s. There arc
gtates in India for example where the Banks do not function
gffectively due to reasons both internal to Banks and external like
the lack of security. Myrada, through the TFAD supporied Nerth
East Praject has promoted about 1000 SAGs in Ukhrul District of
Manipur mainly because the Mothers Union (Shanao Long) took
the initiative (o train their members and to support them in a
planned manner; but the Banking network in the District is weak.
There are Countries where SAGS are thriving but which lack the
Banking network. For example the UNDP invited Myrada o
promote S AGs in North Myanmar and provided opportunities for
M5 5taff to be trained. Over 1000 SAGs are functioning in Myanmar

-
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bat they have no support from the Banks which have no presence
in the rural areas and littla o the bowns.

In parts of India where the 5AG movement has spread rapidiy,
the Banks have not been able to cope with the growth of the
Affinity Groups in many areas. Besides, the present trend in the
banking policy is not to expand the network of branches, bul 1o
amalgamate — which really means, closing down some unviable
branches; this makes it difficult for SAGs tointeract with branches
far away. Banking policy is also moving towards larger loans for
purposes which have hitherto been excluded from the portfolio of
RREs. Though direct loans to Affinity Groups are more profitable
when compared to lending under the regular anti-poverty schems,
since the rate of recovery is comparatively higher, yet, when
compared to loans for transport, tractors ind other large assels
(for which RRBs are now allowed 1o lend}, they are not, since the
franzaction costs are much less in the latter category, and the
recovery rate is comparatively good.. The pressure on Banks,
therefore to lend to Affinity Groups will decrease as their portfolio
changes and expands and as the pressures to restructure and abide
by financial norms grows. Given these trends which are expected
to grow, Myrada envisages that Commercial Banks will decrease
their exposure 1o SAGs over the next five ycars and RRBs
probably will follow the same path, though their commitment may
extend for a longer period. Myrada therefore, decided to set up a
Micro Finance Institution (MFI) to on-lend directly to Affinity
Groups. Its ohjective is to cover the Affinity Groups not yet hnked
to Banks, as well as, to introduce an element of competition. This
MFI, named Sanghamithra started operating in April 200
Myrada believes that MFIs also should remain comparatively small
with a turn over of about Rs.25 crores. It will therefore promeole
several independent Sanghamithra’s (let a hundred Sanghamithra's
bMoom! ) over the next few years, and an Asset/Fund management

The Rale of Banks ana Federaricaz af Affinity Grroups
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Company that will have several functions meluding over-all co-

grdination of these Sanghamithra’s

i

Trends in Growth of Service Froviders
1']1.|.|j|gh Banks remain the M) er insttutional SO0rce of small credir,
the share of Small Borrowers Accounts (SBA]), having oaistanding
of 55 than Bs.25 000/~ in the total credit ontstanding of the banks,
s declined from 23, % i 19940 1o 7.9% in 2000

d]__.aﬁ and Advances 19494 2000
Priorily Sectar Accounis of 346 Iakh 214 Takh
Public Sector Banks (No. of Afc)

% of Rural Advances of Schedoled 1390 10, G5
Commercial banks

% of Agricultural Advances of 15.30% 90
Gehaduled Commercial Hanks (15K Y

plo. of Agricultural Accounis af 2.5 crone 302 crone

Sehedoled Commercinl Banks

Loan Accounts < Ba.25 000 of 556 lakh 103 lnkh
Scheduled Commercial Banks
Mo of Adc)

% of Small Loans i Total Loan 18.3r% 7.0
Amoaenl | |

| - - S
Tabde |+ Tremds in Furel snd Microbankisg after Relorms {Source: K81 Menlhly Bulketing)

The number of senior officials of Commercial Banks who are
eommitted personally and are supporied by Bank policy 1o become
yvisible intervenors in the gocial sector is increasing, The trand
however seems to be to give priority to education, children in
distress, sanitation and over-all to mfrastrecture like school buildings
and equipment or medical supplies. While there is no doubt that
these sectors are crying out for support, Banks should also focus
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an their core sector which is investment, and in this coniext, on
credit provigion 1o the poor. This requires that Banks go beyond
credit provision to providing support services which help the pooy
to use credit productively and to obtain an adequate margin of profi
to enable loan repayment and further investment after meeting
consumption needs. Therefore, Banks would pdd strength 1o their
core mission if they could promote investment in adding valee to
local products, in establishing linkages with nearby markets, in
maintaining a panel of experienced people who could be sent tothe
ficld where their expertise is required, they should be paid for their
services by the Banks and assessed on their ootput

THE ROLE OF FEDERATIONS

Myrada has a strategy for withdrawal from the groups. It is based

on two pillars:

I. Tolink the Bank with the group and to ensure that this linkage
continues

2 To encourage the groups to form Federations.

Myrada does not decide the rules and functions of the Federations,
It does not transfer its responsibilities to the Federations. It
supporis the groups to decide who will federate and what the
functions of the Federation will be. Though Myrada withdraws
from direct relationship with the Groups, il is open (o members
visiting its offices in the area, if they decide to do so. The concept
and Functioning of Federations promoted by the Groups in Myrada
15 described in Annexure 6.

There are over 100 Federations functioning in Myrada’s projects
as on December 2000. This approach allows Myrada to
withdraw from the Groups, leaving them to be guided primarily
by the Federations and financed by the Banks. Some of the
common responsihilities which the Groups have asked the

H

The Role of Banks and Federgrions af Affimiry Uroups

-—'_'_'_ b
Eederations to perform are as follows:

Collecting monthly data regarding savings, loans and
repayments, as well as gver-all reports of credit plus

activities,

. Recommending Affmity Groups to Banks fora line of credit.

. Organising functions to encourage and reward outstanding
gEroups.

. Helping to resolve conflict within the groups

« ldentifying the training needs of Groups and its members.

. Motivating groups to pay for the audit by Chartered
Accounlants

«  Lobbying with Government for various schemes, particularly
to support old people and widows.

. Forming new Affinity Groups in the area, in response 10
demand from poor familes.

« Training new Affinity Groups in the area (several Fede rations
have taken on this role; one in Kadiri project his earned over
BUs. 30000 during 1999-2000 by providing this service)

Tt is significant that none of the Fe derations set up by the Affinity
Groups has been given the function of managing finances and on-
lending to groups. The groups prefer to deal directly with Banks
and on occasions like a disaster {when a house bums down) 1o
support one ancther directly rather than to promote Federations,
which function like Micro Finance Institutions. This is in sharp
contrast to the programmes sponsored by major donors and
Government, where the practice of interveners is to form
Federations to which groups repay loans and which function like
Micro Finance Institutions. Myrada's cxperience is that such
Fedcrations put together from “above”, mainly to meet the needs
of the intervener, are vulnerable to political manipulations




SAGs AND LINKAGES - WILL
THEY CONTINUE AFTER
8 MYRADA WITHDRAWS ?

Will the Affinity Groups, the Federations and the linkages with
Banks continue after Myrada withdraws its support services ind
moves 1o adjoining villages or new areas?

Myrada has withdrawn from Affinity Groups in several projects,
This withdrawal began in an organised manner in 1997 = 1998,
Reporis and studies of groups from which the support Ias been
withdrawn, indicate the followimg:

In projects which started in the early 195Us, where the Groups
were largely formed to implement activities, and the members of
the groups were selected, not only on the basis of affinity, but
because they fitted the criteria of the targeted “beneficiaries”,
{e.g. they must have children below a certain age since the
programme was based on sponsorship), about 56% of the groups
are working well, 20% are rated medium, while I0% have
dissolved. This scenario is typical of the projects started in the
early and mid 1980z, particularly those supported by donors, where
the beneficiarics had to conform to pre-established cnleria
Besides, at that time, Myrada's training package for instiiutional
capacity building was evolving through trials i the field

By the time projects like Dharmapuri were launched in the late
| 9%0s. Myrada had evolved a clear sirategy for identifying, forming
and training affinity groups and had sufficient trained staff to start
a new project. The Groups in these projects, as a resull, have a
much higher rate of success of standing on their own, even after
Myrada's withdrawal, In projects like Holalkere supported by the
jerman Agro Actian, out of the 40 groups phased out in 1993-90,

.....

35 continue to mobilise loans from the Banks; the other five have
had same internal problems. The Federations have helped to resolve
these problems in three of these five groups, and the process s
anderway in the others. A similar situation exists in the
Kamasamudram project supported by EZE, and in Kadiri and
Huthur supported by NOVIB. Studies of groups formed during
the past ten years from which Myrada has withdrawn, indicate
that on an average 10% to 12% of the groups decling in

rformance or collapse afier Myrada withdraws, Myrada has

hlished a study based on an analysis of “failed” groops to leamn
the reasons for their coliapse.

Reports from “phased out” groups also indicate that several
members who have gained confidence and skills, and above all,
respect in the village and with mstitutions like Banks, have decided
tg opt out from the Affinity Groops, and to borrow larger loans
directly from the Banks. Sometimes, they also join oF set up
graditional ‘chit funds’, where interest rates are higher, but loan
amousits are larger than what the Affinity Greups are willimg Lo
extend. Besides, they are relieved of the obligation to attend
weekly meetings, and to maintain financial systems which the
affinity groups require. These members also affirm strongly that
it was their experience of saving and managing credil in the group
that gave them the confidence and skills to become involved
other credit schemes and that the success of the group in
fumctioning as a relisble institution raised their individual credibility
which in turn enabled them to join the ‘chit funds’ and to avail of
leans from the Banks.

As far as linkages with Banks arc concerned, there is no doubt
that Bankers in the initial period were encouraged to lend to groups
because they perceived that Myrada would support them in regular
repayments. Bankers, however, have continued to extend a line
ol credit to groups from which Myrada has withdrawn. This
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confidence is based on their previous performances and on the
audit of the group conducted by chartered accountants. The
pressure on Banks, paricularly the RRBs, to lend to this pricority
sector has contributed to this contimuity in credit provision. There
are several groups, in the phased out areas of Chitradurga and
Mysore Districts, which have been linked to the Banks as a resuly
oof the Federations initiatives.

[t must however be recorded that in several arcas, particularly in
the more remote parts of the States where Myrada works, several
Bank branches Tailed 1o take the initiative to link with the SAGs;
many Branches have also reduced their investment in 5AGS after
Myrada's withdrawal In onder to exert a level of legitimate and
sustained pressure, Myrada encourages Sanghomithra o start its
operations in such areas. Sanghamithea lends to 8A40s only when
ihe latter find it difficult to establish a linkege with the Tocal Bank
The response from the local Bank branches 1o Sanghamithra's
presence has been impressive. Myrada has experienced this
situation particularly in Dharmapun Distrct of Tamilnadu and o
Mysore and Chamarajnagar Districts of Kamataka.

Will the Federations Survive? The strength of the Federations
depends on the strength of the Affinity Groups at the base. Many
Federations have proved to be effective and are actively promoted
by the Affinity Groups. Others continue to require support from
hMyrada in order to survive. During the next three vears Myrada
will continue to leamn from the experiences of the Pederations
that have emerged. Several questions remain unanswered. Thess
questions were raised in a Myrada workshop, where the
participants reflected on the experiences of several Federations
The findings of thiz workshop are recorded in Annexure 6.

In conclusion, it needs to be reiterated that the Self-help Affinity
Groups perform a critical role at the first stage, in the effors of
the poor (o break out of the povernty cycle. The poor need sideways

SACH and Linkages — Wil They Continne afler MERALL Wirharaws?

—

]_mkai-_! g5 10 have the confidence to take the first step. The atfinny
group provides these linkages. As the group's capital (bath sociil
and financial) grows in strength and the income levels of the
members rise, their dependence on the *well-to-do® for loans and
for labour diminishes. Their linkages with Banks and their coming
together in Federations provides them with a broader base for
ampowerment and sustainability. The groups can sustain their
tinkages and Federations effectively enly if they are genuine
Fm[.:.g-':. institutions, functioning in their own nght and progressing
gt their own pace

mMyrada, however, does nol view these affinity groups as an
end in themselves. They are not the final outpul of the
Process, and do not need te be sustained at all costs. They
will re-engineer themselves {as many have done) and will take on
pew functions, Some members will withdraw completely, others
will remain in the group to meet their social needs but will find
other sources of credit, which are more suited to their Curremnt
level of demand. The Myrada model doss not require the groups
to exist permanently since Myrada its=If is not an MFL It does
not lend to the groups, nor does it survive on the interest earned.
This stand has to do with Myrada’s basic beliel that it ¢an be
effective in promoting self-raliant institutions of the poor, only 1f i
withdraws from areas; leaving behind a network of institetions

This approach is in contrast to the strategy of NGOMWFL Credit
Models, where constant (and often tapid) growth is considered
an essential feature of credit intervention, particularly since the
NGOMFIs depend on the savings mobilised from the groups for
their (low cost) capital and on the interest carned from lending to
the proups for their survival. In such a scenario, there 18 no incentive
to establish linkages with Banking Institutions., Consequently, there
is no reason for NGOYMFTs to initiate and lobby for change in the
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Banking system to make it adopt a policy and practice that enables
it to relate i a more friendly and effective manner with people's
groups as institutions in their own right. This scenario is typical
of NGOs/MFIs operating in Bangladesh amd those
promoted by CGAP

In the Myrada model the linkage with Banks is 2 structural feature.
This is why Myrada lobbied with the Banking system (between
1986 and 1991} to change its policy and practice to relate directly
with unregistered groups and supported its case with exténsive
data, which was computerised and analysed to answer any
questions that the Financial Institutions raised. The ability of groups
to forge and maintain this linkage, builds the basis for a sustiimable
relation with the Banks allowing Myrada to withdraw. This model
provides people with the experience of forging linkages with othey
institutions — an experience, which in itself is an empowering one
When asked what they value as a result of their membership in
an affinity group, the members usually identify their ability 1o
interact with the Bank as an experience that they find most fulfilling
and empowering. It is the responsibility of the bankers to build a

lasting relationship with the SAGs on this basis

9 MFI PRACTICES THAT
ATTRACT CRITICISM

We can now return to the issuss relating to Micro Finance in
geveral commtries as summarised in the COAP study, and which
pihigrs, who have anzalvzed micro finance initiatives, hive raised,
[f must be noted that most of these stodies have analysed Micro
Finance [nstitutions which extend loans to mdividuals mn groups
and mol io groups per se. Even if these individual borrowers are
members of a group, the loans are given 1o the individual and the
final decision to lend (or not) is taken outside the group. The SAG
model, as pointed out earlier, does not fall in this category, The
findings from the studies described below indicate that this
model which has been promoted over the past 16 vears by
Myrada has, 1o a considerable extent, avoided the criticisms
Jevelled against the “banking model’ adopted by MF1s,
which has been supported exiensively by pome International
Financial Instituiions and to which several of the criticisms
are relevant.

FORCED SAVINGS OF FORCED INVESTMENTS?

A distinction needs to be made between “forcing™ people to save,
and “forcing™ them to invest their savings in the MFI's account
In most parts of India, it is not necessary to foree people 1o save
People have the habit of periodic savings. Savings are usually
converted into assels that could be pledged for credit when the
néed arises mainly because there is no place to keep cash safely.
Traditionally a little cash saved up, was kept in 2 hidden cavity in
the hous=hold. The fall in the quality of paper used for small
dengmination notss (and the increasing incidence of fire) made

i
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storing in such places a risky affair. With increasing consumerisrn,
there is also a growing tendency to use surplus immediately. When
opportunitizs for "keeping™ or investing savings which are
considered safe and easy to iccess, are provided, people readily
gse them. What Myrada promoted was the habit of thrift based
on regular savings (this sought to change the trend towards
consumerism) and a safe place to store cash, In the SAG, smal)
amounts of cash 1o mest urgent needs, that arise bebween meetings,
are kept in safe boxes and the rest loaned out or deposited in the
Banks. The habit of thrift surtured by regular savings and the
confidence that the savings are safe, gives peaple a stake 1 the
future, and motivates them o improve their lives. Each group owng
and manapes its own savings, which form part of the group’s
common fund. These savings are not ransferred to the MFL

Most MFI models, however; “force™ the group membery
to invesi their savings in the MFL Savings actually play
the role of a “guarantee” (even though it is penerally denfed)
while providing the MFI with low cost funds to re-invest. It
is this practice of appropriating the members’ savings that
attracis criticism as il raises the effective interest rafe and
ties the group to the particular MFI which holds the group’s
savings. In Myrada's model, the groop members are free
to save either in the group’s common fand or in any
institution in which they have confidence. The CATAD study
quoted fater in this chapter provides adequate evidence of
this freedom of choice in the SAGs. In the Myroda model, the
guarantee provided to the lending institution 15 not based on savings
or assets; it is primarily the “social capital™ of the group and
mext, the group’s performance on which the group’s credibility is
assessed. This “social capital™ is made up of a complex of relations
of trust and mutual support, the features of homogeneity and a
calture of voluntarism and =elf reliance; together these form the

MFI Praciices Thar Aefrect Criticism
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pasis of its institutional strength. The record of the group's
tht'r:-:rm:mc': in credit management and in undertaking
igterventions for social change, builds confidence in the group’s
ghility i0 manage its affairs affectively.

Fundamental to this strategy is Myrada's belicf that development
interventions need to be based on and controlled by people’s
sirengths, not by their needs. The group derives its strength from
its "social capital” and performance. The “nceds analysis”
spproach, which dominated intervention strategy in the 1980s, was
ghandoned. The first self help groops were formed by peaople in
1984, not lo save, but to build institutions. to which the people
gauld repay the loans taken from their cooperative society which
had collapsed, The members soon found that the groups also
Fmvidcd space for them to identify their problems and to find
golutions within their capacity to implement. Among the problems
jdentified by the members, several were related to the urgent need
jor cazh to meet consumption loans. Myrada took the stand that,
if they had to build on their strengths, they would have to meet
their consumpiion requirements from their own savings. What
mrnzed Myrada staff m the early eighties was that the poor were
willing to save in cash in order to meet these urgent needs. Myrada
recopnised this as a strength that could be boilt upan, Some families
had saved in the past and converted their savings tmto small
household assets, which were relatively safe and which served
BS a0 insurance [0 mest unexpected needs for cash. Interactions
with these fumilies and with the groups revealed that people
required a system that could support savings in cash; a system
Which was transparent, over which they had control, and which
Wiz readily accessible. They recognised that affinity groups
provided an opportunity that had the potential to meet these
TRQEIrements,




There are areas in our country like the North East. where Myrady
is supporting a major development programme, where the habit of
savings is not traditional. However, after visits 1o Myrada projectg
in the South, women from the Ukhrul Digtrict of Manipur launcheg
a drive to motivate people to save. The dominant message of thig
drive is: INCOME minus SAYINGS = EXPENDITURE
Many peaple (incleding the project staff in the North East), ar
initially surprised at this equation, since they have lived By ancther,
namely: INCOME minus EXPENDITURE = 5AV INGS. Thig
regulted in their savings, being zero. Their drive in the Ukhral wag
launched in February — March 2000. Within 7 months, over 325
Self Help Groups have been formed and they have mobilised
substantial savings. This notable achievement was supported by
the Tanghkil Maga Mothers Union (Shenao Long) m the Tkhm|
Diistrict of Manipur

In the Myrada model, the Affinity Group first saves and then lends
from its own savings for over a year, before loans from outside
are availed of. This introduces the clement of “scarcity” of
rezources during the early period. In such a sitvation. a culture is
ereated in which decisions are taken with Tar greater care, thin
when the full amount (including a subsidy in Government schemes)
iz lent 0 the members for income generating assets at the very
beginning or a few days after the group is formed; this 15 often
the case in Government sponsored programmes. This expenence
of managing “scarce” resources (which alsa happen to be their
own] gives the members an insight into the level of performance
required for good management.

Savings also introduce the element of “risk™, since the group uses
ite own savings to lend. Groups are far more concerned aboul
managing their own funds, than funds from outside. In one cass
when the Affinity Group maintained two accounts — one with thiif
own sivings and the other for funds from a donor = it was found

—
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(et the: group levied higher service charges for loans from theis

oWl funds, and managed this account far better, than the account
with donor funds.

The criticisms related to savings, that Myrada faced in the late
g0's, did not refer 1o “forced” savings. There were development
Consultants who argued, “How can people save, when they cannoi
offord 10 meet their “essential/bagic needs™? Myrada explained
ghat the habit of savings was essential to build people’s vision of
their future. It was possible to save at least Re.l every week.
people. even those below the Poverty Line, did buy some 'paan’
gr & fow beedies’, or even a peg of the local brew. These are
pot essential needs. The question put to people was whether they
were willing to give up these little expenditures in crder to invest
in their future? Once, during a field visit with a Consultant, when
shis discussion was initiated with a marginal farmer who owned 3
acres of dry land, the farmer smoked three beedies dunng the
discussion. He may have been under stress, answenng what he
probably con shdered unnecessary queries and coping with invasion
of his privacy; but it was pointed oul, he could surely have saved
the price of two beediey at least.

Giber criticisms related to forced savings, also do not apply to the
Myrada model. First, Myrada did not fix the amount to be saved
This resulted in each group taking its own decision as regards the
amount 10 be saved: groups often change the amount during
periods of siress. A general pattern, however, did emerge. Inttially
savings were low, but increased to stabilise around Rs. 11} per week
and once again declined. The reasons for this trend are discussed
below. Secondly, the savings are kept in the Group's account;
they are not transferred to Myrada. The criticism that they reduce
the MFIs risk, therefore, has no basis in this model. Even when
the Groups are linked directly to the Banks, the savings are not
s2ized by the Bank or used as collateral. Further, the Banks lend




MYRADA - Purting fnstingions First - Even in Micro Finance

far more than the amount that the group maintains in il$ account,
Once the member places the savings in the group, she/he gives
up some of her/his rights; but shefhe can also gain some. For
example, in every group, a member can borrow more than she'hs
has saved, provided the group feels that there is a genuinge need
and that the member can be relied upon

This system, while building on people’s strengths to mobilize
savings, also provides an opportunity for “self-education” resuliing
from the experience of managing finance, since decisions regarding
loans, interest, repayment and sanctions for dysfunctional behaviour
are taken within the group, Since the Groups start by lending from
their savings, the pattern of ownership and management of the
groups’ common fund is well established betore credit from outside
iz availed of. This is why Myrada supports only ene account in
each group, into which all the savings as well as loans from cutside
are credited. The management of this fund presents an opportunity
for self-education through the process of discussion, decision
making, action to implement decisions and reflection.

To summarise, the Affinity groups introduce the habit of regular
savings in cash, however small, and a system to manage them
which is transparent, within the control of members and which
provides a large number of options for use. This model is selfs
educating and emnpowering. provided adequate investment 5 rrimde
to build the groups institational capacity. The CGAP's assumpiion
that “clients prefer loans without forced savings”, is based on the
model that there ig an MFI present, and wanting to provide loans,
an condition that members save and invest their savings in the
MEL In such a situation, the rules and regulations of the MFI are
imposed on the Groups in a uniform manner. The criticisms related
lo savings, therefore, refer to o model where savings are deposited
with the MFI under coercion, often latent, but nevertheless
effective. In the Myrada model, this is not the case

ME! Praciices Tha Attract Crificism

CATAD STUDY — THE TREND IN SAVINGS

The participatory impact stody conducted by CATAD (Centre
for Advanced Training in Agricultural and Rural Development)
jn Myrada’s Holalkere Project (supported by German Agro
Action), where the management of savings of 64 Allinity Groups
was analysed provided the following insights:

An analysis of data published in the study entitled "NGO-Based
participatory Impact Monitoring of an Integrated Rural
pevelopment Project in Holalkere Taluk, India” shows: (uote:
_, that the average savings of affinity group members increase
in accordance with the age of the group ... the rotal average
savings more than double from the first to the third year -

frovn Rs.425 o R5.975 per monih; afterwards, savings rise by

another 15% ro Rs.1,125/- a month (see table below). The
increase in savings from the first to the third year is exclusively
Jue o an increase in savings in kind. In contrase, the following
period is characterised by a plateau in savings in kind and
doubling of financial savings™ Unquote (pgs J0B-109)

Table 9.1: Pattern of Savings in Holalkere Froject (pg 10%)
Age of Affinity Groups
{= 1 vear |=3 years [35 FERTS

Average monthly savings in kind | Rs.250| RsBO0 | Rs750

Average monthly financial savings| Rs.175| Rs.I75 | Rs375

Total average monthly savings Rs.425| Rs.975 | Rs.1125

Quore: “The average (related fo income) share of savings
(financial savings and savings in kind) per househald
Henificantly increases from 28%({one year old groups) ro over
2% (two years old) to 39% (three vears old). Here, the savings
of a specific household are zet in relation fo ity income, This
resilts in the household's specific share of savings, Then on
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the percentages obinined from all households, an average is drawn,
This makes sure that every household's decizion — and not the
volume decided upen - is weighed equally. Unquote. (Pg 109)

THE CATAD REPORT CONTINUES:

Quote: ... A closer look ar the financial savings of the group
members shows that when it comes to financial savings, for
many members the group is the starting point (see table 0.2
below)! (pg 110

Table 9.2: Number of Members Savings Ouikide the Group

Ape of Affinity Groups

= 3years |=3 years | > 3 years

Percentage of members saving a0 65% B1%
financially outside the group |

While 40% of the members of one-year old groups have
financial savings in other institutions, for 60% of the members
in the one year old groups, the group is the only place to
deposit financtal savings in the first year. Twe years later,
65% of the group members are connected with other financial
institutions. And after five years, more than 8% - zave in
ather instiiurions. Unguote.

THE STUDY GOES FURTHER:
Quate: ... Volume of savings in the group:

When comparing the volume of financial savings in the proup
te the velume of financial savings in orher institutions, the
savings in the group become relatively less and less imporiant
to members over time. (Refer table 9.3; pg 110}

MET Practices Thot Anvact Criticizm

Table #.3: Volume of Savings in the group

Ape of Aflinity Groups

< 1year | =3 years | = 5 years

e 3 7" | — 2
Giroup savings {volume) 5% | 2% 1
e

Financial savimgs outside the 65% 8% Bl%

group {vndirme)

e

in the first year, 35% of the savings volume I8 deposited in
the group, bur only 22% in threg-year old Growps; this
Jecreases to II'% in five-year old groups.

The cantribution to the common fund also decreases in absolule
sumbers. In the one-vear-old groups a member contributes
an average of abouwt R:.60 a month 1o the commaon fund, the
members of the three-year-old and older proups, on an
gverape, stop saving more than the minimum savings
requirement. Unguote

Reports from other Myrada projects confirm that there isa plateau
in savings im cash, in the group after 3 to 4 years, The main reason
given by several Groups for this “platean™ was that the Groaps
were not offering interest on savings, which members could get
fram investing in Banks and Post Offices. Other groups stated
that the present amount in the common fund was adequate to
meel with consumption needs, for tradmmg and for other small
income peneraling initiatives. Further, Financial Institutions began
to lend larger amounts to the group, Hence they did not feel the
need to increase their common fund with their own savings at the
présent (ime. Many groups, however, who wanted to increase
their common fund, tock the decision to provide various rypes of
incentives, including interest on savings. Annexure 7 gives
examples of how affinity groups worked out the interest rate, which
they decided to pay to the members; the diversity and sophistication
in their approach 15 amazing.
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The above findings indicate that in the model promoted by Myrada,
which invests in building institutions in the early years, people are
willing to save regularly, provided they are free to set up their
own system (o keep their savings safe, to have access to them
when required, and to change the amount of regular savings 1o
suit their needs and the changing situations. The habit of saving
however is consistently encouraged as a result of regular (usually
weekly) savings. Forther, people are free to invest these savingg
in any institution. An element of competition is introduced here,
which the group has to cope with if it wants to attract savings to
incréase its commaon fund

Feed Back From Members Who Have Left The Group

Apart rom getting loans, a place i save 15 seen 25 a major benefis
by many ex-clients. Around 50% said that they staried to save only
after joining the SAG and that even after leaving the group they
continued 1o save in Banks or with individuals in the village. One
lady 5 using the contacts she made with Bank Officials during her
tenurs in an SACGH 0 get individual loans from the Bank. For many of
the mare well todo ex-clients, the states associated with being pari
of a group was important. (Here status was described as the
recogniiion derived from being part of a group with & significant
identity in the larger community).

{Source: Soclal Intermediation Study - Draft Page 34) B

0 AFFINITY GROUPS AND
1 THE POOREST

The CGAP report, as well as a few studics, have recorded two

griticisms of the formation and functioning of MFIs:

I: The poorest are left out of the savings and credit groups.

2. The poorest members of credit groups do not have equal
access o credit and other benefils, as compared (o the "beter
off" members of the group.

The insights drawn from the "Myrada study of six Self-help Affinity

Groups” address two queries:

I. Who are the poorest in the village” Are they included in the
SAGST

2, Are proups biased against the poorest members in the SAGsT

The first guestion is dealt with in the following paragraphs, Chapier
I1 addresses the second

WHO ARE THE POOREST IN THE VILLAGE

The entry phase in all Myrada projects (including the two projects
from which Affinity Groups were selected for the study referred
o here) is dedicated vo building up rappost with the poorer sections
ineach village. This is done through cegular meelings with people,
usually in groups as well as through motivating people o organise
shramadaan, which they often carry out in groups. This helps
the staff to get a “feel” of people’s response, and of the degree of
“affinity” among people in the village, particularly among the poorer
families. Where some degree of affinity among a few poor families
15 Identified, the group is formed comprising all people who share
this affinity. The objective is to build institutions on the basis of

affinity, not to provide credit.







MYRADA - Putting Insténirions Firsi - Even in Micro Finance

—

The above findings indicate that in the model promoted by Myrads
which investz in building institutions in the early years, peaple are
willing to save regularly, provided they are free to set up their
own system to keep their savings safe, to have access to they
when required. and to change the amount of regular savings 1
guit their needs and the changing situations. The hahit of saving
however is consistently encouraged as a result of regular (usually
weekly) savings. Further, people are free to invest these savings
in any institution. An element of competition is infroduced here,
which the group has to cope with if it wants to attract savings i
increase its common fund

Feed Back From Members Who Have Left The Group

Apart from getting [oans, & place 1o save is seen a5 3 major benefit
by many ex-clients. Around 50% said that they started 1o save only
after joining the SAG and that even aficr leaving the group they
continued to save in Banks or with individuals in the village. One
lady is using the contacts she made with Bank Officials during her
temure in an 3AG o get individual loans from the Bank, For many of
the more well o do ex-clients, the status associated with being par
of o group was important, (Here status was described as the
recopnrhion derived from being part of a group with a significant
identity in the larger community)

(Source: Social Intermediation Study — Draft Page 34)

0 AFFINITY GROUPS AND
1 THE POOREST

The COAP report, as well as a few studies, have recorded two
eriticisms of the formation and functioning of MFIs:

|. The poorest are left oot of the savings and credit groups

3 The poorest members of credit groups do not have equal
access to credit and other benefits, as compared o the "better
off members of the group.

The insights drawn from the ‘Myrada study of six Self-help Affinity

Groups' address (wo queries

|. Who are the poarest in the village? Are they included in the
SAGs?

2. Are groups biased against the poorest members in the SAGs?

The first question is dealt with in the following paragraphs. Chapter
11 addresses the second.

WHO ARE THE POOREST IN THE VILLAGE

The entry phase in all Myrada projects (including the two projects
from which Affinity Groups were selected for the study referred
lo here) is dedicated to building wp rmpport with the poorer sections
ineach village. This is done through regular meetings with people,
wsually in groups as well as through motivating people o organise
shramadaan, which they often cacry out in groups, This helps
the staff to get & “feel” of people’s response, and of the degree of
“affinity" among people in the village, particularly among the poores
families. Where some degree of affinity among a few poor famihes
i5 identified, the group is formed comprising all people who share
this affinity. The objective is to build institutions on the basis of
affinity, not wo provide credit

bl
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Often several affinity groups emerge in one village. During the
first three months, the groups settle down to conduct regular
meetings and are exposed to one or two training modules, During
this period, each group identifies the poorest in the village
and a check is run to find eul whether they are lefi out from
the groups. In the first round of analysis, those identifieg
as the poorest, are largely the chronically sick, the infirm,
the aged and single mothers with young children and ng
regular income. Generally, a few of these people are included i
the Affinity groups but many are left oot. Those left out, are
approached individually by selected group members and staff. [f
they are old, pensionz are arranged; if infirm, efforts are made 1o
bring in specialised services; if chronically sick and unable to join
affinity groups, they are piven special medical attention. Where
physical infirmity or old age prevents people from joining the group,
those who are willing, are offered grants to invest in an income
generating occupation of their choice. This category of people
cannot cope with the requirements of credit management
Expecting them to join the group, or to mobiliss loans from Banks
or ather sources, would be inappropriate. The Affinity groups are
encouraged 1o continue providing traditional support for this
category as well as to lobby with the Government for pensions
and other safely net facilities and to raiss local resources to support
them. To target the SAG strategy on the grounds that it does not
include these poorest families is to fall into the ideological trap of
requiring one medicine for all ailments.

There 15 a second catcgory of families identified as the poorest,
usually as a result of the second round of analysis- after the group
has decided on the approach to adopt to meet the needs of the
first category described above. These families are identified
through a wealth ranking exercise. This category generally
comprises landless labourers, including those who have less than

Affimity Gromps and tie Mocresl

one acte of dry land. Since Myrada's projects are located in
drought prone dreas, dryland agriculture 15.a mgh-risk mvestmend

However, when wealth-ranking exercises are held in the group,
it is Myrada’s experience that not all landless families are
jdeniified as poorest. Several landless families have members
working as skilled labourers, like masons; others are involved in
petty business and trading. Some near landless have three or
four tamarind trees. There 15 often o debate about whether these
families are the poorest. In general however, the landless and
the near landless who have no regular income source, arc
eateporised as poorest. The main reason for this categonsation
16 based on people’s perception of the vulnerability of the
livelihood sources of these families. The demand for labouor is
pot regular. Besides, their employment depends on the willingness
of the contractor, or of large farmers o hire them. Similarly,
even families, whose mncome should place them in the “Upper
Poor” bracket, are often categorised as "Middle Poor', since
their income source is nol stable. Lack of stability in income,
therefore, is @ major factor in people's perception of
poverty. (Reference to these three categories — Upper, Middle
and Lower Poor 15 made later in this chapter.)

In recent years, Myrada attempis to promete a2 many Affinity
groups in ane village as can emerge. In peneral, in the larger
villages, this approach tends to cover about 30% of the poorer
{referred to above as the second category) families in a village
during the frst two years. As others observe that families, n
conditions similar to theirs, are progressing as & result of forming
affinity groups, they request to join existing groups or form their
own. After 2 to 3 years about 50%-60% of these families in a
large village are organised into Affinity groups. In smaller villages,
the percentage of the poorer familics of the second category in
affinity groops often rises to B0%.
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Myrada has to cope with the difference between the academic
and the official definition of poverty on one hand and the
perspectives of people regarding who are the poor and poorest on
the other. Myrada believes that for development sirategy o be
effective, it needs to arise from the perceptions of people, and be
relevant at all times to the situation at the micro level. Studies that
have gained academic recognition hold that the landless generally
belong to the poorest category. Our analysis of ‘peaple’s
perspectives indicates that, over half the landless who are members
of affinity groups, are not considered by peaple to belong 1o the
poorest category. The official poverty line (for a family of five) in
the three states where Myrada has major interventions, is defined
as annual income below Rx. 12,960 in Andhra Pradesh, Rs.15,300
in kamataka and Rs. 16,140 in Tamil Nadu. The scheme launched
by the Government called the, “Swarnajayanti Gram Swarozgar
fafana™ {(which adopts some components of the SAG sirategy)
calls for a monthly income of Rs.2000 as an ohjective o be
achieved. Implicitly this raises the official poverty line to an annual
ncome of Be.24.000 this iz far above the poverty lines established
for all the States. There are differences between criteria used
officially to define & “poverty lime", and people's perceptions of
poverty; the latter is more related to “hunger”, rather than to
“calorie intake' as perceived by the Government and on which
the official poverty line is based Participaiory exercises in wealth
ranking also indicate that there are several differences between
what poor people consider as priority needs and what national
und international organisations promoting development consider
as basic needs..

For example, hundreds of participatory exercizes conducted by
Myrada indicate that people in South India consider the following
to be priority needs: a pucca house (around 200-260 sq.ft.); two
regular daily meals {the hunger line); ability to purchase clothes

Affiniiy Groups and ifw Pooress
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at festival time without taking loans; ability to carry out centain
gocial and religious obligations (this is not considered by
development organisations as a basic need, but the people give it
F,[i,-_.m}-]. The need for ciothes in everyday life can be met by one
ar two pairs of old clothes; but for certain social and religious
events, purchasing of new clothes is considered essential. This
may scem like a fine distinction, but it is important from the
perspective of the family. It must also be understood that fqr many
poar families (particularly in the case of women and children),
the cnly opportunity they have to get & new set of clothes, is on
these important social and religious occasions. They often use
these clothes for the rest of the year.

For a strategic approach to the eradication of mitigation of poverty
o succeed, there 15 adequate evidence thit people’s perspectives
of poverty need to be the guiding force. In other words,
development stratepists need (o ask: "How do people we are
warking with assess that a family is poor?' As 1s evident from a
gummary of the responses from people given below, people’s
asgessment of “who is poor™ is conditioned not only by income,
but also by the expenditare incurred by the famuly. While certain
gocial and religions ceremonies are considered to be basic needs,
addiction o liquer is not; it lowers the family 's credibility. Besides,
other families feel that liguor addicts have sufficient income and
do not nead support. Many members of affinity groups are given
support, like food for a few days, when they do not have work, or
in times of iliness; but the group hesitates o give loans (o women
members, if their husbands are regular drunkards, unless the growp
15 confident that the women have control over the use of the loan.
This makes the issue of pender relations in the home a major
concern; this is addressed in the credil plus strategy that
the Myrada SAGs adopl.

B
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PEOPLE'S CRITERIA FOR CATEGORISING THE
FOOR

People do not 541 the critéria o define “poverty”; instend they geg
criteria to describe the “poor’. Their spontaneous response is based
on feslings and perceptions. When it emerged during the wealih
ranking exercises that they perceived differences among members
in the group, they were asked (o identify criteria that they could
use Lo cateporise themselves into three groups pamely: Upper Poor,
Middie Poor and Lower Poor

The following are the main criteria that they identified to calegorize
the families into three groups:

LOWER FOOR

Criteria Related To Income Sources: The family -

+ Has a single livelibood source, usually labour that 15 alsg
rregzular
Has no control over livelihood sources,
Possesses no of low quality livestock

+ Borrows for daily needs when there 15 no work, or takes
regular credit from shopkeepers.

¢ Has a member in an affinity group who frequently bormows
for cansumption and manages to repay when they get work

Criteria Related To Expenditure

The people identificd criteria related to expenditure as oqually
important as criteria related to income. They explained that some
families which bave a relatively secure income base, also have 8
high proportion of essential expenditure due to several members
who are old or chronically ill or because of a large honsehold
Such families were charactensed as “lower poor”; most were

o g
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members of SAGs. Other families have a high level ol non-
pusential expenditure due to alcohol consumption or gambhing or
what the community considers unnecessary expenditure on clothes
and consequently, a high level of indebtedness with no savings in
cath and little in kind. These families are not willing to make any
sacrifice by cutting down on non-gssential expenditure, Some of
these families were identified as belonging to this category of lower
poor though their income sources were more secure than others
in this category, but were not found to be eligible to become
members of the affinity groups. Even where Myrada adopts a
saturation approach in the village many of the families who are
aot members of the groups belong 1o this category. The existing
affinity groups are not willing to include them, and in many cases,
they are not willing to form their own groups. Some af them state
{hat they want grants and subsidies and are nat willing 10 save of
take a loan. (They argue that this has been their sxperience in
Government sponsored programimes, and this 1s what they expect.)
Myrada does not insist that SAGs should mcluede these families,
they do not have a bond of affimity with the other members in the
group and as a result are not willing to ahide by institutional norms
and practices. Myrada considers criticism that they are left out to
be onjustified.

There are however, other reazons why some poor families do not

join groups. These reasons have a bearing on the functioning of

the affinity group rather than on its structure, Examples are:

@ They are migrant workers and cannot attend meetings
regularly.

O The timing of the meeting s not snitable,

O They cannot afford the time required to attend meetings and
Iraififg Sessions.
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Interestingly, some families from this category ask to jon the
groups, after seeing the progress made by others in the group,
There are however, still a few families who find it difficult g
cope with the demands of the group to attend mestings and training
segsions hecause of their work sehedules and migration. Groups,
have made adjustments in several such cases as regards the timing
of the meeting and training sesgions, so that Tamilies who go away
for wark can attend; but migration remains a problem. In some
cases, families who have not been able to join groups due tg
seasonal migration have benefited from other programmes of
Myrada like watershed programmes, housing, schooling for
children, and training in technical skills for boys/girls who have
|_']||_:|'|]'_:||:;_| gut of school [.'-:i‘]'rﬁ.‘.llrl has consiricied over fWenty
two thousand ‘puccd’ Touses over the past 13 years) many
from thiz growp have benefited. They coniributed in labogr,
but not in cash.) However, they have not been able to avail of
credit as they are not members of SAGs. Since migration among
women is far less than among men, in such areas where migration
is a regular practice, mostly women's groups have been formed,
Some visible signs of ‘Lower Poor® category identified by
the people: The family:

# Dpas not own stable” pucca” house; lives in a hot on rented

lend.

# Does not have i homestead around the house. Possesses
minimuom assets (kitchen utensils).

# Members are prone to frequent sickness
%  Takes only one meal a day

# Does not celebrate festivals

#  Does not send children to school

In the following chapter where the savings and lending patiem of
six affinity groups has been analysed, it will be observed (hat

S Affimidy Grougs and the Posres

members of the ‘Lower Poor® category in the groups have not
been marginalised in terms of credit availability. Further, they have
held positions of authority in the groups. No bias against them
emerges from the stody conducted for the six groups from two
project areas - Kamasamudram and Challakere.

MIDDLE POOR

Criteria related to Income Sowvrces: The family:

¢ Has two sources of income (usually two family members
are nvolved as daily Iabourers or a combination of agriculture
on land and labour)

¢ Owns or leages in 1-2 acres of dryland,

# Has sources of income which are seasonally regular, but mod
assured, and sobject to fluctuations, with periods where
expenditure for basic needs is higher than income
Has no feeling of security over livelihood sources,

# Ls constantly worried about meeting daily needs in the short
[Erim

Criteria related to Expenditure: The family

0 Celebrates festivals by taking loans from the affinity group
(previously from money lenders)

@ Has periods (usually three to four months in a year) when
expenditure is higher than income

The over-all expenditure of this category of “poor” is higher than
imcome; but in certain periods when income is more than
Expenditure, savings are possible and invested in the group. The
existence of affinity groups providing loans af lower interest rates
becomes crucial to families in this category, 85 they live on
tontinued borrowings




MYRADA - Pwr.'u.-u_q_{.:m.-l.-m'n-:: Firsi- Even in H|;_'rr:|l.|".'|i_l1|:|'.l1r¢

some visible signs of ‘Middle Poor® category: The family -
#  Owns a hut and also the land on which it stands on.

#  Has several children; some going to school but not regularly,
#  Has assets like kitchen utensils

# s trusted by others in the village

#  Has learned to deal with officials after joining the group

Once again in this category there are broadly two groups as in
the “Lower Poor” category, namely - those who are unwilling
to make efforts for their betterment; and those who after seeing
the success of other groups, join a group or form a new one.
Women in this category tend to form their own groups even if
the men are unwilling or unahle. Often, these women ars
harassed by men, who want to influence the groups decisions
gnd 1o divert the loan to meet théir own consumption needs,
several groups of women have had to face opposition from men
when they wanted to form their own group; many have taken
steps to ensure that this harassment stops.

UFFER FOOR

Criteria related to Income Sources: The family -

L Posscsses an assured income from agricultore; it owns a
small plot with protective irrigation, or 2-3 acres of good dry
land owned or leased on a semi-permanent basis.

¥ Runs a grocery store, roe mill or similar income peEneraling
mitiative even if seasonal

¢+ Has a daily wage eamer who is a skilled worker or lower
rung employee in a private company

#  Possess a erozshred cow or several sheep.

."I_I".I'u'rl:_l'_JJ.-.[-'n?u_p;_i:lm' 1he Pearent

=

{Criteria related to Expenditure

g Over all, income exceeds expenditure, though for shon
periods, loans are required to meet both expected and
unexpected needs.

Some visible signs of ‘Upper Poor' category: The family -

# Ownsa 'pucca’ house and small homestead

Has good mental and physical health

#

# Possesses assets, like utensils and basic fumiture

& Gives priority to educating children

# Celebrates festivals and other social obligations without taking
Iam:

# Has savings in the group and in the bank

# Enjoys the confidence of others in the village.
# Can deal with confidence with officials (Bank, Government)

Poverty Criterin ldentified By Group Members

Duering wealth ranking exercises and group discussions condwected
with the six affinity groups in the Myrada study, the members were
asked what criteria they would use io identify the poor. An analysis
of the criteria indicates that they generally gave top priority to
physioclogical needs like a ‘pucce” house, sdeguate daily food and
clothes particularly for festivals and certnin social cocasions (women
gave prianty o this last criterion). Critera related 1o the Basic Human
Weeds approach gels second priority. Examples are education,
illiteracy and medical care. People did not identi fv indicators incleded
in the Basic Needs approach like stunting (height for age),
underweight [weight for age) and wasting (weight for height) as
ndicators for poverty, They identified & third set of criterta which
included family disputes, laziness, old age, temporary poverty due
t0 loss of business and poor rainfall. These criteria generally do not
find n place in development theory

== —_—
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It the criticism that there is a bias against the poorer families in
the SAGs valid? The answer will emerge wilh a greater degres
of clarity after the analysis of the data from the Myrada study;
this data is analysed in the following Chapter {Chapter 11), Far
the present, in response to the criticism that the poorer families
are excluded from SA(Gs, it is adequate to indicate that Myrada
gives weightage to people’s perceptions of who s poor and why
they are poor. The members in the affinity groups offer membership
to those who fulfil the minimum required criteria to join. No
ingtitution can survive if it does not have criteria for membership
Ii must be noted that poor people who are not in these groups, do
not have to face a social or economic bammier that prevents them
from joining, They do not have io relate with the nich and poswerful,
but to people in groups who are also poor. They are free 1o join
them or to form groups of their own. The only requirement by the
Affinity Group is that they show tangible signs (not jusi
expressions of intent) of their willingness to climb the ladder of
self-progress. These vigible signs are: giving op or reducing non-
essential expenditure; meecting at a time conventent o them:
adopting a4 formal approach during meetings; and utilising
opportunities 1o upgrade skifls. It must be noted that credit is only
one of the interventions in Myrada's group approach. If some
families cannot join groups because of genvine reasons which
refote to their livelihood needs, they are given other oppartunities
like provision for housing, schooling of children, training of young
people in marketable skills. These agsets and opportunities in tom
lay the basis for their progress and increases their potential to
hecome group members.

ARE AFFINITY GROUPS BIASED
1 AGAINST THE POOREST
1 MEMBERS?

METHODOLOGY OF THE MYRADA STUDY

po the members of the Affinity Groups in the “Lower Poor”
gategory have equitable access (o credit? Does their participation
in the Affinity Groups empower them? The Myrada study attemnpts
o answer these queries

Of the six Sclf-help Affinity Groups studied by Myrada, three belong
o Kamasamudram Project and three 1o Challakere; both of which
are in Karnataka state. Their performance over three years was
amalysed, All of them were assessed io be ‘average’ in terms of
their institutional strengths. All the members in each group were
ulentificd as ‘poor’ when they joined the group three years prior to
thiz study. For the purpose of this stedy, each proup was asked 1o
further cateporise their members into three groups, since the term
‘pocr” covered a broad spectrum. Using participatory methods,
particularly wealth ranking and focus group discussions, each group
divided its members into “lower poor’, "middle poor® and ‘upper
poor”, according to the criteria they selected and agreed to. These
criteria have been described in the previous chapter, They alse
decided to record, whether in their perception, members had
progressed or not, over the past three years — ie., whether the
members had moved upwards or downwards in this catesorisation.
To do this, they assessed their status as it was 3 years back, and
categonsed themselves into three groups based on the same criteria

They then compared their present status with the past. The entire
Exercise was conducted twice within a gap of three months. The
final product was the result of comparisons and triangulations. It
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must be noted that the difference in the findings between the two

axercises was insignificant.

It is pranted that there was an element of hindsight in this exercise,
particularly when people applied the critena (o categorise zh-,_en
status three years in the past. But, the assessmenl was done hy
members who had progressed significantly in their ability (o asseds
requests for loans and the level of sanctions ta be imposed, and (o
snittete actions far change. They had also developed a respect for
transparency and good governance in their groups. I"r‘!:.-'.iﬁd_-’l has
Faith in the ability and judgement of the groups. This faith i not
blind, but based on the performance of the group over several
years, Myrada is of the opinion that it is difficult 1o compete with
the comparative advantage that people, who have built their own
institutions and managed their own affairs over several yéars, bring
o bear on such self-assessments. Had the groups not succeeded
in acquiring the ability to identify their stren gths and weaknesses,
and taken steps to cope +ith the latter, they would have collapsed.
By surviving and growing in terms of resources, skills, E-U'!lﬂllr.ni::
and linkages these groups have established their credibality.

The Myrada study coverad two major arcis.

A. The number and size of loans availed by members

Data regarding the following three significant indicators was
collected for analysis:

{.  The average nmumber of loans per member. Did the towst
poor calegory access fewer loans than the others?

The average size of a loan per member. If the gize of the
loans taken by the lower poor are generally smaller than lh_-JS:G
taken by the other iwo categories, the assumprion is that if 15
not due 1o bias but that the absorption capacity of the lowet

Id

B _ Are Affinity Growps Blased Agairst the Pooresi Members?

poor and their ability to manage larger loans is less in
comparison to the other two,

3. The average amoant bomrowed by each member. If the
average amount barrowed by the lower poor member is the
same or grealer than that borrowed by the others, then the
assumpiion is that the lower poor need more frequent loans
though in smaller amounts; this will indicate that there is no
bias againzt the lower poor members,

The above data was collacted for all the three categories, namely
‘upper poor, ‘middle poor’ and *lower poor”, This analysis helps
o clarfy the issue regarding the marginalisation of the poorest
members in the group®,

B.The purpose of loans

For & more balanced picture to emerge, the purpose of loans availed
by members belonging to different categories in the 6 groups in
the two project areas was also studied. These were again classified
as consumption loans (which include lpans for health and
education) and income generation loans, for comparative analysis.

THE NUMBER AND SIZE OF LOANS
KAMASAMUDRAM PROJECT

All three groups selected are women's groups. They are just over
three years old and hiave been assessed as ‘average’, as far as
their institutional strengths are concerned.

—_—

B The following stafl of Kamsamadram Project were involved in the soedy:
MrBohan Mallick, Ms Smitha Ramanathan, Mr.Missar Abmed,
Mr.Chimnaswamy, MeMitkyananda Rao and M7 Janardhans

—
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As regards size of loans: In the Rani Abbakka group (Table 11.1) as
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Table 11.1 Rani Abbakks A Minity Group

No.of | Total Averape| Total |Aversge| Average well 22 in the Shanthi Group (Table 11.2) the average size of loan per
Members| Mo.of | No.of | Amwouni | Amound | Size of mnmbrr_ 15
Lomns | Loams Bor- per Loams gmaller in lhr__: Rasi Abbakka AMRally Graip
Taken per jrowed Meniber “lower poor
— . = | Member - | category when 13000 T— _
Lovwer s k1] ) Zass | 58 | e 4 compared to the IET’*E =—Jm E::L ’
Middle 4 19 5 | mee3 | w0 | 20 other two. Inthe | - aoon N E— il |
i M acas = T Methravathi g o L = {1111 —— T ksl
Upper & ' 6 D | TN “; group (Table AVERAGE AVERADE SIZE
Tabbe 11.2 Shanthi Affinity Group 11.3) huwuv_ur, “::;':nr'ﬁ'* OF LOAM
e - the average size

Mo, of Trbnl E-.-\'mrugl: | -'rﬂtﬂ]" | Average | Average

of loans in the
Members| No.of | No.of | Amount | Amount | Size of

“lower poor’ cabepory s higher than the average size in the "upper

; i - |

E:-: l,:l;:-g mﬁ:; hmp:];' AAns poor” category, though lower than the “middle poor” category. A
| Member | conelusion can be drawn that the over-all capacity of the lower poorto
| | —, take the higher risks mvolved in larger individoal loans is smaller than

Lo 3 3 2 sem | 1933 966 . _ . _ ;
E e capacity of the other two categaries. The reasans the poor give
Middle [ 1 2 19460 | Adi | 176 arc that they are not sure of supporting facilitics including markets, that
Upper 6 7 1 9632 | 1605 1376 they do not have the skills and time required to manage & large aszet.

Az regards the average amount: In the Bani Abbakka group, the
overage amount of the loan per member is smaller in the “lower poor™
category than in the other two, In the Shanthi group az well 0 in the

Table 11.2 Nethravathi Affinity Group

MNo.of | Totad |Averape| Total I.-'h'r_rnl-:d.' .-twr-lge

Members| No.of | No.of | Amount | Amount | Siee of Methravathi .
Losns | Loans Bor- per Loans f i Shawihi Alfmity Groop
Taken per s Mlember the average
Mhember y 4000 .
. - amount in the | 3om ElLcwti
| Lower ] 1z 12 G QROD RlIG lowes calegory i5 20 — H = Eedidila
1K) A—fwn - —— .
| Middle 5 &7 13 | B4175 | 12835 087 | higher than that 8 ﬂ:% . 1B |
r - N of the “‘opper AVERAQE AVERACE SIZE OF
|EPE_F______F El_ 12 02452 B2l L * bt IEE,H ARICILINT PER LR
E ' MAEMBER
thar that of the
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“middle poor”, This does indicate that the lower poor are accessing
more frequent loans than the “wpper poor™ in two groups out of three

As regards the average number of loans: In the Rani Abbakks
group the average number of boans in the “lower poor™ and the “upper
poor” categaries is the same and higher than in the middle poor. In the
Shanthi group the average number of loans in the “lower and middie
poar'” categories
i the same and
higher than thai
of the upper

Melhravarhi AlEmity Lrsap

O Lawer

= Mindids poor. In  the
B || Methravathi
. Cemmnim— — :
group the
ANEHALE AVERAGE SIZE sl
AMOLUMNT PER OF Lo average nurnber
MEMEER of loans is the

game 1n the
lower and upper poor categories, bat lower than that of the “middle
poor”. This does indicate that there is no bias against the “lower
poor” in terms of the average number of loans.

Inference from the analysis of Kamasamudram Project:

The opportunity to avail loans is more or less the same for all
the categories of members. Mo discrimination or bias against
the ‘“lower poor” category emerges in the number ol loans or
even in the average amount of loan given per member. The
average size of loans, however tends to be smaller in the
“lower poor™ category, indicating that these families generally
hesitate to take risks involved in availing larger loans.

CHALLAKERE PROJECT

Of the three groups analysed. two are women's groups and one
{Shankaraswamy) is a mixed group. All three groups are about 3

Are Affinity Groups Biazed Againir the Pogrent Memberi?

years old and have been assessed a5 “average”’, ag far as their
instituiional strengths are concerned,

Table 11.4 Akkamahadevi Affinity Group

Mo, of |-_'I'-:|r.u| !.'n-zruge Total |Average| Average
| Members| No.of | No.of | Amoont | Amound | Size of

Logns | i Raor- per Liams
Taken per  |rowed | Member
Mlemilser
Lower : 12 28 2 [E0EES | 9240 3960
Middle | 8 | 27 | 3 [159443]19930 | 5905
Upper |

Table 11.5 Shankaraswamy Affinity Group

Mo.of | Total |Averoge| Tedal |Average| Average
Members| MNo.of | Nooof | Amount | Amoant | Size of
Laoans Lanmns Bar- per Loans
Taken | per |[rowed | Member

L] . M Ember
Lower ] 33 4 130824 | 14536 3064
=i
Pladdle ] = il 4 ORAT0 | 1207 3117
II.J DT 3 1% 3 Q5750 | 15958 | 5039

Table 11.6 Katamalingeswara Affinity Group

No.of | Total |Aversge| Total &mng_n-.i“.wemgl
Members| No.of | No.of | Amoont | Amount| Slze of

Loans | Loans | Bar- per Laniins
Taken per  |rowed | Member ]
Mennher |
Lower 16 50 3 GOG00 | 4350 1392
|
Middle 4 0 2 21850 | 5462 2427
Upper
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As regards the average size of loans: In the Akkamahadevi group
a5 well as in the Katamalinge-swara group, the average size of loans

in (he “lower poor™ -
category is smaller Alkamahadei Allnity Group

than in the “middle
poor  calegory. 2500 —

i) r =

ye  ars 0o 3 ‘"i
T|Il3'_ : I [T L [{h- — = !‘D"'"""'-'

=] - o 4 | = 111

families 1m “:". e E JJ. i |l:muuh
H aoT
ML pe AVERAGE ~ AVERAGESIZE  |Bluppwr |
category in these e PER OF LOAN B
two groups. In the MEMBLH

Shankaraswamy | |
group, the average

size of loan in the “lower poor™ category 15 lower than that of the
“upper poor’” category, bt higher than the “middle poor™ category.
The conclusion drawn is similar to that from the three groups of
Kamasamudram project, namely that the lower poor do nat tlil'l'l.'l the
same risk taking capacity as families in the other o categorics. The
reasans for this are the same as those given by the lower poor in the
Kamasamudram project.

As regards the average amount of loans: In the M-;}mmahadr:f-i
group as well as in the Katamalmgeswara group, the average amount n
the *lower poor” category is smaller than in the “middle poor’ calegory.
There is no “uppet
poor” category in
s W0 EROuDS.
In the Shankara-

Katmmalinpreware Alfinity Greep

e T gwamy group the
G 1 ——— = - : i
e | —————— I average Bmount e
o, e =3 = i M
tmo 4 ]j]ﬂ the “lower por

3 = ' | cysiae |
P I
AVERAGE AVERALE SIZE |D'-'.'rrr | category is lawe

AMTLIHT PER OF LOAN ihan that of the
|

MEMBLR “ypper  poof

| category buthigher

i

Are Affinily Groups Biared A painat ihe Poarest Members!

~

than that of the middle poor category, This does indicate that in the first
pwo EroUps there is a bias against the lower poor. The Shankaraswamy
group however this hias is mitigated 1o some extent

As regards the average number of loans: In the Shankaraswamy
group a5 well as in the Katamalingeswara groups the average number
of Ioans per
member in the
Hower” category

Shinlarasmmey AMinity G roup

is the highest, A — e

Wh-lkl' i‘ |$ I‘:l'l""ﬂr (F- 0 (i S— —_ IL_Jl.lm.\_-r

than the average tea, Tl e,
i M — | —

gumber in the i Il = I i — LD

“middle poor AVERAGE  AVERAGE RIZF

category of the ANHILINT PER OF LOAN

akkamahadevi MEMEER

group  where —
there 15 no “upper poor” category. This does indicate that the poor who
pespuire mare frequent loans have access to them i the SAGs

Inference from the Analysis of Challakere Project:

As compared 1o the Kamasamodram Project, Challakere
groups have a dominance of “lower poor™, in terms of number
of members. The average amount of loan taken per member,
and also average size of a loan, tends to be lower for the “lower
poor” category as compared to the “middle” or “upper poor”
eategory. (Except in the case of Shankaraswamy group). This
tends to reinforce the inference from the other project that
even though no restriction is made in the groups for providing
lans 1o the “lower poor” category, these families hesitate in
same areas lo borrow larger amounts becaise of the risks
involved in repaying. However, as far as the average number
of loans in concerned, two groups (Shankaraswamy and
Ratamalingeswara) do not show any bias against the “lower

poor,
13

—
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CONCLUSION

Ohverall there is adeguate evidence to conclude that the “lower poge™
category, or the poorest members of the Self-help Affinity Gronp
are not marginalizad in termg of access o loans, though they arg
unwilling or unable to take larger leans, Howewver, the situatiog
differs from group to group. In some affinity groups anislysed above,
the absorption capacity as well as the confidence of the lower poog
to barrow is higher than in the other categories. In others it 15 lowey
or equal. There are several reasons for this diversity and the
limnitations of this study do not permit an analysis of their relative
impact. The capacity and confidence of the poor to use jarger loans
is a major factor that influcnces their decisions, However, the
effectiveness of the interventions required to build this capacity
which is related (o the institutional strengths of the groups, alsg
depends to a considerable extent an the capability of staff conducting
the training and the overall culture of the Project team. This differs
from project 1o project and also from staff to staff. Other reasony
include the difference in opporiunities available in the area and ip
the infrastructure and facilities available to access these opportunities;

What emerges, however, is that, if adequate investment is made m
the capacity building of groups, so that they manage their affairg
well and share the vision and mission of Myrada, particularly o
suppart the poorest, then, the biases against the poorest in terms of
access to credit are considerably reduced.

THE PURPOSE OF LOANS

The purpose of loans needs to be analysed alongside the nurber of
loans taken by the three categories, for a more balanced picture i
emerge. The upper poor have heen left out, as there is a clear bias
towards income generating loans among the families in this category
as expected

—I—'_._ ————
KAMASAMUDRAM
Table 11.7. Porpose of Loans
e =
& -
F&l 7|3 & &
vg" -l':E' 4 bq-

= f v a
~Rani Abbakka ANinity Group .
_'[:;.-.p.w 25 3 4
Middle 6 2 F B
Elun.lhT\mﬂ.i[j Growp
Lowes 5 ’. ] a ;
ificldle 3 & | 2
Nefhrovathi Afinity Group -
Lawer | 2 1 g 1
el =5
Madidle 1 1 48 5

Mpte: Columme | and 2 are meloded under cemsumplion loans snd M2 Tes an
cateporised under Ineome Generation Laans

Tabbe 11.7 indicates that in the Rani Abbakka Group, the “Tower poor”
gategary took 26 consumption loans {(incleding 3 for infrastrecture,
pamnely house repairs) and only 4 income generating (1G) loans, all
for agricultore.

Whereas, the Hani Abbakka SHG

“middle poor”

cafepory took only 8 | —ms TP
eonsumption loans ::: ! O] s
{mcluding 2 for |ems +— 0 Pkl
hoisge repairs) but 11 :_ [ z

I loans (6 for P AR irnis

agriculture, 3 for UEMERATION

inimal hushandry
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Ball W A o Are Affiwity Groups Blgsed Againgt the Posrest Members ¥
Shanils 410 and 2 for “others™ which fari Shankaras SHG =1
: ! . i wamy
includes a bullock cart and _5_"_ i
b e B purchase of land which [.ower E 16 3 2
T A— = — - ;] e e — | -
. 4 [ - DL fkt-u]d be '-l.lllﬁldt'f!'l:d. as Middle 15 3 .
e — .""]_ M liddie INCome Ecne rarm_g E - -
o Ll —Hlilll— assels). Upper B S g
= I n A i .
CIMSLMPTION l.;r.:p:'hl:w In the Shanthi Group the sri Katamalingeswara SHG
— - — "lower poor” took § S [ | =
. ) ¥ = T 2 5 2 4 iG
consumption loans and 1 G loan, while the “middle poor™ took 3 _,i'ﬂ“ / 1 3 -
consumption loans and 8 IG loans. Middle | 3 l 2 2 I
Inn the Nethravathi group the pattern diffirs — the “lower poor” category Upper _
took a larger number of Es E
loans - for  income Pl ilariara b 914G [ e o: T Tahle 11.B
generation (9). when indicates that
compared toconsumption | ‘o T o . o, . the “lower poor™
{3 but much less than the s T—— .l —HlIt— & TN s _mm ' category in the
“middle poor” category | o 1 i el e i {— [T [Brower || Akkamahadevi
which took 14 loans for ] ' § e B :r. I .-“I"'“ﬁ,", i i | T ikl | group took 12
LR TIR IHTE | | i
consumption and 53 loans o k. il L loans for
Tor mecime generalion. O MTTION IR consumption (3
5 doiay i i oans for health/
CHALLAKERE PROJECT Gk : P
! feod, 3 for
Table 11.8 Purpose of Loans education and 6 for infrastructure), and a total of 14 loans for
r -r o 't ¢ 0o m e
| .é' I._E':". ..g:-: ﬁ f % ,f?" ‘.,?- EEI'IEF-HiI'_'ITI dng 2 ShankEraswamy SHG
| £ .5 |3 & F | q,,;-'?-‘ b2, for skill
o8 | 45 15:“ & [ & = ggvelopment.
| . | —= = - ] T]-“E- X d' - t
Sri Akkamahadevi SHG: " it
= good spread, In
Lower 3 3 & 4 b 2 i h 2
Middie | 1 | 1 2 1% | Shankarazwamy
. - COHELIMPTION irCoE
Upper | - = ] 3 P the GENERATION
lower poor =t
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category took 12
CONSUmMpLIon
loans and 21
loans fior incoms
generation.
While in the
third =
Katumalingeswara
group, the lower
poor category
has taken 28 loans for consumption and 22 loans for income
generation — this also indicates a reasonably good spread, though
the number of consamption loans is proportionately large. The
“middle poor” category has taken only 4 loans for consumption in
Akkamahadevi Group, but 23 forincome generaling investments,
In the Shankaraswamy Group the *middle poor”™ category has taken
15 loans for consumption and 18 for income generation
programmes. In the Katamalingeswara group, the “middle poor™
category has taken a larger number of loans for [G programmes

Katamalimgeswara SHG

KL%

ID Lty
[ edid dle

EORE L P TION INCONE
HERER A TR

than for consumption.

CONCLUSION

In general the survey indicates that those in the “lower poor”
category take a proportionately larger number of loans fo
consumption, namely for food, education, health, social and religions
ceremonies and to redeem tamarind trees and lands from
monaylenders, All these are not strictly speaking consumpiion
loans. For example, education loans coald be considered a long-
term productive investment and redeeming mortgaged lands a.ml!
tamarind trees pledged 1o moneylenders, increases their produchve
or livelihood base

Are Affinity Groups Blased Agoinst the Poorest Members?

-
The group records show that, even though the “lower poor™
category availed of a larger number of consumption loans, the
recovery rate in all groups is over 96%. In mosl micro finance
programmes loans are restricled (o income generating assets only
Consumption loans are expressly excloded on the grounds that
they are not productive and hence cannot be repaid, Myrada®s
studies showed that this assumption is invalid since consumption
loans are repaid from several small sources of income. Infact a
Myrada study of loans (onder Government sponsored schemes)
for productive assets like cows and sheep where the recovery
was over 75%, showed that over 60% of the repayments on these
productive assets did pot come from the income derived from
these assets bul from the cash flow which originated from other
sources including labour. Forther, if consumption loans which the
family cannot avoid are not allowed, the families will barrow from
private moneylenders whose interest rates are usuriouns;
experience shows that they spend several years and even a life
time repaying only the interest on these loans. Disallowing loans
for consumption creates o hias against the “lower poor™ poor
calepory since it limats the level of access to credit on the part of
the members i the “lower poor” category whose priority, at feast
during the first years, is to meet consumption needs.

In the Myrada model, the affinity groups took the decision to lend
for consumption loans. They reasoned that members woald be
forced 1o 1ake these loans from private moneylenders at higher
rates of interest. This in tum would leave them in a constant state
of debt and increasingly vulnerable. The proups showed the
confidence to lend for consumption needs since they have grown
s an institution with a mission and with sound financial practices
ind organisational features.
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Oin Myreda's part, o study was conducted in Dharmapuri Dhseict in
asess the gource of repayment. Asset loans on which recovery
wrae over 75% were selected for analysis. It was discovered thal
ower 60% of the repaid amount come from SOUrces ather than the
asset for which the loan was taken. This was because group members
had several small and seasonal sources of income, im¢luding mianual
labour, from which they repaid their loans. This confirmed Myrada‘s
position that the groups are aware of the implications of their
decisions and are confident of ensuring that their ritles are observed
by all the members, irrespeciive of the purpose of the oan

However, as the data indicates, though the “lower poar” Category
in general tends to give priority to consumption loans, there are
some groups in which the lower poor category takes g
proportionately larger number of loans for income generaling
activities when compared to consumption loans. This confirms
Myrada's stand that a uniform and standardised system imposad
by the MFI will not provide adequate space for the growp members
to grow. The situation in the country differs widely from village ta
village, and the degree of response of people when they come
into contact with outside influences is diverse Uniform trends
therafore cannot be expected, and hence an all-encompassing
standardised policy is inappropriate. The M yrada model provides
the greatest degree of freedom and flexibility to cope with this

diversity.

1 2 THE QUESTION OF
EMPOWERMENT

The major ohjectives of supporting poor people to butld instituhions
is to provide them with an opportunity and the space to develop a
yigion and mission, to grow in confidence and skills lo maintiin
grganisational management systems, to establish the linkages
required for an institution to function effectively and with a degree
of sustainability and to become agents for social change. In this
proCess, the members of the Self-help Affinity Groups build new
relationships within the group and with society. Together, these
ghjectives comprise what Myrada describes as a "sirategy for
gmpowerment”. This in tumn, has 3 positive impact on changing
gender relationships in the home and in society. Institutions, by
themselves, do not empower. In fact they have the potential to dis-
empower if their structure is inappropriate and the systems outdated
and ineffective. They alsa disempower if the official organisational
gnd financial management systems are imposed on them and
gandardized. Myradza holds the position that these groups should
pot be “mainstreamed” by the official Financial Institutions; on the
gontrary these official institutions should recognise the SAGs and
respect their systems provided they were transparent and adequate
'..hI:-uns[re:ami.ng is dis-empowering when the mainstream imposes
its system and culture. Genuing institutions provide the space within
which the poor can build up their confidence and skills to establish
melationships with other institutions on an equal footing.

As far ag relationships in the home are concerned, this stody
focuses on gender relations.

The assumption is that if the status in the home of 2 woman SAG
member, hitherto conditioned by relations with her hushand and

—
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:ﬂu.a: men folk, has improved, then her membership in ThE- groun
must be partly {if not entirely) responsible for it. As far 85 iImpacy
on socicty is concemed, it is assumed that il the individual member®s
cre:.iihéln-;.- rises with hisfher being a member of the Broup, whach i
respected for its performance by others in the village, their
membership in the group does have the potential (o {l-'.Ia_T!gi: the
wraditional perceptions of society towards the poorer families mogy
of whom are from the lower caste or social strata. All these -:_hn nges
are described by the word “empowerment”. The pt‘frupt!.r:-ns of
society need 1o change along with the growth in .EE]E'I'::TIl'ltI-\'JEncE_
and rh:v. increasing invelvement of the poor seC1oTs m society. If, on
the contrary, the gap increases, society tends Lo react Fw.gauwi:.- o
initiatives of the poor; this gives rise io unhealthy tension and ofiten
to open conflict. In thiz chapter, an atiempl is made 0 @nalyse
whether people’s institutions, namely the affinity .gmurr:s-. WETE
instrumental in empowering the poor. Emphasis here1s pa rtn:u1a;.L3,|
on poor women and their empowerment in the group, at home, in
gociety and amaong other institutions-

In arder to analyse whether becoming members of il['l._illt.-IT!ll.li‘_'.' ETOUp,
empowers the poor in society, this chapler uses six indicElors:

. Members belonging to 'lower poor” category hold positions

in affinity groups.

2 Members of affinity groups (who are from the poorer sectors)
elected to “Panchayat’ Institutions.

Examples of the impact of affinity groups on village life
A change in gender relations, which is identifiable.

5 The number of affinity groups considered to be “bankable
by Financial Institutions.
6. An increase in self-confidence, which can be assessed.

Each of these indicators is discussed in the following paragraphs

——

The Qwestion of E@E!:r:_wrrmrm

1. MEMBERS BELONGING TO THE ‘LOWER
POOR’ CATEGORY HOLDING POSITIONS IN
AFFINITY GROUPS

if the poorest members hold positions of authority in the groups it
iz an indicator thal the group’s functioning has contributed to the
empowerment of the weakest within the group. This indicator,
however limited, is tangible enough to peint towards an
gmpowerment process that the institution building strategy fosters.

In all affinity groups fostered by Myrada. there are two
pepresentatives appointed by the members. They are the
signatories of cheques and other documents, They are supposed
to be changed every year, though this does not happen in all groups
in the initial vears

Kamasamudram Project:

The following tables give the list of representatives in the 3 groups
gver 4 years, and the category to which they belong. The three
gategories (Upper poor, Middle poor and Lower poar), and the
griteria to place members in them, are the same a3 those used earlier
fo assess whether the poorest in the groups had access to loans.

Name and Year Calegory
-:!En;rril:rm._ ! Year- 1 Ln'.!.m -!.’.-;Jur
Parvatharmma ' Year-1 Uppe r Poar
Chandramma y _'I'E*-ar_— ] Middle Poor
Baracamrma 1 Year-2 Upper Poor
Kamalamma : Year =3 Upper Poor
Slmhhi:lyuna : Year-13 Middle Poor
Mumiyamma i Year-— 4 Mr-l_'.‘il.]il: Poor
Hittamma ¢ Year — 4 U[:r;p;t -F'-:.:nr:-r
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In Nethravathi Group in four years, there were 4
representatives from the “upper poor’ category (eut of 7),
3 [rom the
‘middle poor’
{out of 5) and
one from the | — =
‘lower poor’ l _3dd
category. It is

to be |_-|ntr:d 1\hat. E i I—Id” _| ‘I \ P
in this group, | =
there is only one Mkl Pex
member who
falls in the lower
category, and she was given first preference

Tahle 12.2 Rani A bbakka A Minity Group Representalives during
4 vears

e L e W

Lipsver Piooe

qlil'l!E and Year Category

_\f:nI::u::llak.Ehnmrn-u : Year - 1 Middle Poor |
Ramakka Year - ] Upper Poar
Papamma Year — 2 Lower Poor

_;ulamnu Year— 2 Upper Poor
Meeramma ¢ Year -3 Upper Poor |
Shakunialammsa -.. Year — 3 Lower Poor |
l_r'-i.I:{l.lrnan Year — 4 Middle Poor

| Sheslamma Year = 4 Middle Poor

In the Rani Abbakka Group in the past four years, there were
threc representatives from the "wpper poar” category (out of 3h 3
from the “middle poor” category (out of 4) and 2 from the lower

The Qrestion of Empowermen

poor” category
{out of 5}
Though  the

Rami Abbakka & Msity Group

OWET OO WaTe Yl Aol
' 1

. e g

1 ¥ & m dof3 B, ey

E e, | TR AN
opportunitics, | oy "mhﬁ A
- i o, e

there was a bias | e e T

T ——
gamst them

AE Lo Paor PP Pode Ligper o

proportionately

Table 12,3 Shanthi A Minity Group Representatives during 4 vears

| Name and Year Category |
Munirathnarmma Year— | &2 Upper Poor
Shanthamma P Year=-1&2 Middie Poor
Rariyuji : Year-3 Upper Pooy
Eathmamma 3 Year—3 Middie Poor
Ehamsaiin | Year -4 Laower Poor
Motijan i Year—4 Lower Poos

In the Shanthi Fr

Self-help Shantki AfTinity {: rowp

Afflinity Groups, e Tl TlE YD

elections were S 0 D0 A

hield eve = h“% = N — -

WETY Year, i &“b'*._ RN s

but the same | 04 Sy SR N

representatives _ ;

Bare alected Lirwer Poor Midd)e Frise Lipper Faar

Iwice. Az a

result, there were only six representatives during the four years —
2 from each category. However the lower poor category were
glected only in the fourth year.

N
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The Question of Empowermeni

B

Challakere Project: Table 12.5 Katamalingeswara Affinity Group representatives in
The following three tables give a list of representatives in the the past 4 years
three affinity groups over the past 4 years. The 3 categones (Upper Mame and Year Category
Pooe, Middlc Poor and Lower ::gr.l:.l.nnd: hi;:;:'::hjh;:_afgs Eatamms - Years— |, 243 Lower Poor
5 ; f ] earior, L i - .. . :
JHiting e Tt B K1 BLIS 1N Channabasamma Years— 1,283 Middle Poar
poorest had access Lo loans. R - _
CroupRe ilossdnabiaid Sharadamma 1 Year =4 Lower Poor
1 2 i Affindty Lyrom eq doring 4 vears
'|uhh.~1.mnh;l:sm:ﬂ=m- fiinity Growp Represents , - e _ = =t
Mame and Year Category b .
Iakshay anammn i Year- 1 Mliddie Poor 'I]:_hﬂ Katama- Kntaenaliagewiars Affiniey Gronp
3 eSWara group
3 ar-1 Lower Poor Ing
M ' T.w did not change its 4
Magavem : Year—2 Lower Poor epresentatives for | 3 of ::5
Ciowramma Year— 1 Lower Poor three years. Also | . “Q&h {
s EITNA ear —3 pMiddle Poor there are no : _':\C‘-::.:L‘- —
Umpdevi : Year—3 hdiddle Poor members in #h? Ll x:% . El : -
Magarathmumma ] Yoar—4 Middle Foor up[_'ltr,:r p:;'llf: e T —
Winajakshamma - Year—4 Lower Poor catcgory =
- — Jower poor” have =

been given proportionaiely fewer opportunitics than the "middle poor’

} group to function as representatives.
In ”"‘T‘ Akkamshaderi AMisily Groop | 3 ~
Akkamahadewvy Table 12.6  Shankaraswamy AfTinily Group representatives
group there are .- during 4 vears
in | dufll 4ot ¥
no members i 4 o o Name and Year Category
the Upper podd x5 4 o - = =
alegary - b e 3""\:*.:'\:%_ Anasuyamma Yok -1 Middle Poaor
cale ' 2 e R -
Representatives l o "‘::: ';?__“2- f— Thippamma i3 Year - | Lower Poor
are  equally | " ] s LE 3 Ahippeswany - Year—-2 Lower Poor
divided betweaen Lt Poor Miskiie Pooe i Pyl _I'{H-REFIITIFI- : Tew—2 Lower Poor |
the middle and — . Chandranna i Yeoar—3 | Upper Foo I
lower poor categories, though their respective peﬁ.;cniilg‘:' 'i'”';“ Mugaraja Year —3 | UpperPoor
{4 out of 12 in the middle category and 4 cut of 8 in the uppef Shantamma - Year - 4 Lawear Poot
Anasuyamma ; Year—4 Lower Poor
—

m -
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The members in the lower category have clearly dominated in the
Shankaraswamy group. They held positions five limes, compared
to twice by the "upper poor’ and once by the *middle poor”. Lowe
poor -5 out of 9, Middle poor -1 out of 8,Upper Poor -2 out of &)

Conclusion: There are clear indicators that the “lower poor’
category is not marginalised when candidates are selected for
pasitions of authority in the groups, though they have not been
given preference during the first years in some groups and their
representation has not been proportionate to their respective
numbers in other proups

2. MEMBERS OF AFFINITY GROUPS ELECTED TO
‘PANCHAYAT INSTITUTIONS’

A second indicator of the ‘empowerment of poor is whether affinity
eroup members get elected to the “Gram Panchayat”. If the members
selected by the group win the elections and get elected to the
Panchayat, it indicates that the group has grown in confidence and
has also empowered these individuals. Further, it indicates that the
whole village has begun to respect the growp as an institution, and
will support the candidates it puts up. Several of those interviewed
in the village after the clections indicated that they had voted for
the group member becauss shefhe was a member of a group which
was functioning well and which they respected.

An independent study conducted by a group of TRMA (Institute of
Rural Manggement, Anand) students in Myrada"sTalavadi Progect
showed that better off families (mainly of upper castes) in the village;
had begun to respect the Self-help Affinity Groups, because they
had helped their members to grow in terms of increased incomes and
livelihood sources, as well as in their cancern for the welfare of cach
other and of the village. The groups had taken the lead to mobilise

the entire village, to undertuke several programmes like sanitaton,

and to ensure hat cleanliness wiis maintzmed.

. The Juestiod of Empawersien]
A significant number of Self-help Affinity Group members have
peen elected to the Gram Panchayat. This was the case in previous
glections, a6 well as in the latest round of elections that were held
garly in the year 2000. Approximately 200 members of AMinity
Groups in Myrada projecis have been elected to thei}
respective “Gram Panchayats’' in the elections of 2000,

The following tables give the number of group members elected in
the two project areas — Challakere and Kamasamudram- in which
all the six SAGs studied here are located. The candidates who
gontested and who were elected, are from all the groups in the two

praject areas and not only from the six groups analysed in this study.

Table 12.7 Number Of Members Contesting Elections A nd Elected

 Total | Mak Female
Challakere - F
Mermbers comlesting 13 1 i 23
Members elected 25 1 15 1
Kamasammud ram il
HE‘E':EE <contesting 15 it T i
Members elected 5 2 A

licould be asked whether members would have contested, if they
were nod members of the groups. The only tangible evidence that
they would not have contested had they not had the group
experience, is that all of them emphasised that they would not
Bave ventured to stand for elections if they were not members of

i W“IF”_*?_"“ fact, they pointed oot they had not even thought of this
| posshility before they joined the group. During the group meetings,
‘Bowever, the members realised that they should have some of

lheis members represented in the Gram Panchayat to lobby for

:;f tnterests. This issue was also discussed in the meeting of the
erations. It was only afier this process, that the groups selected
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the candidates and promised their support. All the candidaneg
interviewsd individually by Myrada staff clearly stated that they
gained the confidence to contest because of their experience jg
the management of group affairs and because they Were supporicd

by the members.

[ Local Government Struchare

2 &} member’'s interaction with the “Gram Panchayat’ had increased
after joining the group for fwo (Sasoms: Firstly, many SAGs were co,
ordinating and implementing infrastractural programmes |n:|-.:,
community, which were funded by the Gram Panchayat. This
icreased the interaction of SAG members with the Panchayai
Secondly, 8 larger number of women {in tht::r_n:ap:.::n:.- aa
representatives of the federation} were arteading Orama Sabha
meetings than before. Thes increase in the number of women
attending the meeting may be auributed to both the Ul\:'!ﬁ.dﬁl?:_'g
derived from having a repated institutional backing and an increass
in confidence to interact in “formal” settings.

(Social Inlermediation Study - Page 23 of the Drrafl)

3. IMPACT OF AFFINITY GROUPS ON VILLAGE
LIFE

A third indicator is the degree or level of impact the Group has on
village life. This indicator must be viewed in the context of the
status of members of the group in society, before the group was
formed, These affinity groups are formed of the poor. marginalised
and generally lower castes. For them to have mﬂu:nccl in the
village, to act and to be accepted as “agents -:uf_n.::'napgc 15 DR
viewed as 1 “traditional” role. In fact, any such imitiative on [Ilrl.mr
part would be viewed normally as a sign of “arrogance”. If
therefore, the group has gained respect because of it"s functiomniig
both as an institution and of the social roles that it has per formed,
it further supports the position that an institution that functions
well, is 4 powerful instrument of ‘empowerment’

The Cestion of Empowermanr
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The CATAD study (“NGO-Based Panticipatory Impact Monitoring
gf an Inteprated Rural Development Project in Holalkere Taluk,
Karnataka State, India"), which covered &4 Self-help Affinity
Groups, selected thres indicators Lo assess the impact of the group
on village life. [t admits that all three indicators have limitations,
bt the findings from each indicator tend to support one another

(Pages 127 and 128) Quote

1. The percentage of groups who have been approached at least
once by other proups in the village io help solve socially related
problems:

« [Data indicates that in the first year 25% of Groups were
approached o resolve social problems, in the thord and
fifth years 50% of the groups were approached to perform
this social role.

2  The percentage of groups in charge of maintaining at least
two village infrastruciure assets.

» Data indicates that in the first year 30% of groups are
involved, 1n the third year 65% and in the fifth year 90%
are involved in maintaining at least two village
Infrasiructure asseis.

3. The percentage of groups having elected members to at least

two local bodies.

* Data indicates that the percentage of groups with
members in elected bodics was 10% in the first vear,
25% in the third and 55% in the fifth year. Unquote

Case Sindy ~ 1 (Dharmapuri Project)
Conflict Resolution

S0me years ago |.1.U'r111|.:|'F a fisld wigil o the Dharmapurt Project, the
Myrada staff passed a group of masons engaged in building an srch
over & footpath through the fields and about teo hundred yards
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from the main road. On engquiry the masons revealed that the arch
was o donation in thanksgiving from a devotee of the village lemple
wha lived in the city. The masons also asked whether Myrada r-':1ul_u:l
help to build o pucca road through the arch connecting the miin
raad 10 the village which wad about a kilometre away. The mesting in
the village with the seli-help affinity group revealed i vibrant and
self-confident group that had managed the affairs of the group
admirably. When asked to identify a prioeity for the village, the
members identified the need for a road from the highway to the
village, just as the masons did earlier. “We need money” they said
“far (his road™. “Why not start with “shramadaan ‘" we counbersd
This started a discussion. It finally emerged that the problem was
not the lack of money, but the lack of cooperation amang the villagers
who would have 1o give up some portion of their lands, to align the
road. On the retors to the maln road, the issue was discussed again
with the masons who agreed thal mongy was not the main prioblem
but the lack of cooperation. They were asked for a snlnt::un. They
repliad: “there 15 no single individaal who can solve this isgue; bu
there is one group that can resolve this problem -1t is the groap you
have just visited; that group is respected by all”,

| Case Study = 2 (Challakere Froject}
Lawering the Price of Kerosene in Nayakanahaili

Mayakanahniti is a large village with 1600 households and & semi-
urban ambience. Many Families living in this village have migrated
{0 Mayakanahatti from other villages in search of work in
neighbouring arecanut plantations or 1o st Op small sialls during
the many fairs, which are held in this temple [awn.

Moyakanahatti has a tofal of 20 2 AGs with around 400 members,
which means that one in four households in the village has a family
member who is a member of an SAG. All 20 5AGs are orgamsad nfo
an Tndira Mahila Kendra (IME), which acis a5 an imterface between
Government Departments and all the SAGs in the village

134
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The lscal fair price shop owner in Nayakanahani would frequently
hirass people by not supplying Eerosene (used os fuel for lighting
and sometimes cooking) on tme. An SAG member brought up this
fssue al the monthly IME meeting, where other SAG representatives
and Government funclionaries were present. At the mecting, she
discovered that not only did she have a right to get the quota of
kerosene, but that she was supposed to be petting it at the
Clovernment contrel price of Bs.3.35 per litre as opposed to Bs.3.60
per litre, which the fair price owner had been charging

AL the meeting, all representatives of the 5AGs in the village decided
o approach the Tahsildar to sor out the issue. The Tahsildar tssued
a letter o the Tair price shop owner, asking kim o supply kerosene
i pecple at the right price and on time. Por a while there was no
proflem with kerossos supplics and praces in the village.

& few maonths later the cowner of the fair price shop reverted o his
old ways, (of selling his stock on the hlack market) and kerogene
was scarce and available only at a high price.

The matier was brought up again in the IME meeting and the SAG
members took a decision (o organise a combined protes) outside the
fair price shop. Once again the price of kerosene was lowered. (The
necd for constant vigil which a well established SAG can priovide s
eritical | mone time demonstration is vot encugh)

Source: Social Intermediation Study (Drafi)

4. GENDER RELATIONS - Evidence of Changes

A fourth indicator of empowerment, particularly of women, is the
change in gender refations in favour of women. In women's groups,
the iss0e of gender (understood as pender relafions) 15 a majorone.

The CATAD study which covered 64 groups in Holalkere project,
aflernpied to assess whether membership in an affinity group has
&0 impact on gender relations in the home between husband and

Wife. Three areas of decision-making in the family were
inalyzed:




MYRADA - Puiring {nstitucions First - Even in Micro Finakcs

1. Decisions on the purpose of loans

2. Decisions on the adoption of household infrastructure
1, Decisions on the household purchases.

The following arc the results of the CATAL study: (Pages 117, 11§y

Duoie
Table 12.8 Decisions regarding purpose of loans by members of 64
groups in Holalkere project .

[ Ageof groups [ <1year | =3years 35-’-“_“i
The decigion is dominated by £ 3% 12%:

| the husband _
The decision is made jointly 1% 53t 41%
The decision is dominated 19% 4% 4% |
by the wile | B

Table 12.9 Decisions reparding adoption of household infrastrochune
by members of 64 groups in Holalkere project

Age of groups : < | year | =3years | =5 pnm:
The decision is dominated by 1% 4% T

the hushand

'F'In;.- decision 15 made jointly 4E% 585 41% F
The decision is dominated 16%: I 52%

by the wife

Table 12.10 Decisions regarding household purchases by members
af 64 groups in Holalkere project

Age of groups slyear | =3years | »5years

| The decision 15 dominated 25% 7% 14%:
bythe husband 3
The decision is made jointly 55% 5% LB
The decision 15 dominated 0% 48% 2B%
by the wite

The Juesiion of Empowerment

In general, the number of decisions made exclusively by the
pusband decreases significantly over the years. The highest shifi
from husband’s decision making to wife's decision making is seen
in the 155028 related to household infrastructure. This kind of
ghange is least noted in decisions related to household purchases.

What emerges from discussions with families is that a joint decision
in issues related to the household is most acceptable; disagreement
can be managed in a way that relationships are strengthened
without leading to conflict. Unguote

fnitially when Myrada staff began organising women's Self-help
Affinity Groups, there were reactions from men, who tried 1o
grevent women from antending meetings, often rezorting to the
use of force. Bul graduoally this changed, as men realised that the
women were able to access loans. Many women's groups
gontinued (o have problems with men demanding to attend their
meetings. When this was refused, they were found lingering around
the meeting place to overhear the conversation. This behaviour
was strongly objected to, and fines were imposed on some men.

Changes in attitudes in favour of the girl child are also evident, Tn
many groups, resolutions have been taken by the members 1o
gnsure that their daughters attend school regularly, and that they
will be treated equally as the sons. Fines have been imposed on
thase who have not conformed to these decisions

The Shankaraswamy group in Challakere project, which is one
among the six analysed in the Myrada study is & mixed group.
There are 12 men and 11 women in the group. It is significant to
fiote that, in the past four years, there were only 3 male
representatives as apainst 5 female representatives of the
froup (refer table 12.6). In a society, where a reservation policy
i required for women to find a place in elected bodies, this is a
fonmendable achisvement.

—
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.Th.n Social Intermediation Study which co vered seven SAGy
in Myrada's Challakere Project was Eundurh.u.l l::r‘n group
of three outside consultants commissioned by The Canadiag
International Development Agency (CIDA) and the Agg
Khan Foundation {Canada). This study also records severs]
case stories of changes from traditional women's roles,
Three case stories are given below

(Source: “The Social Intermediation Study” pg, 27 of Draft)

Junites
“Increased Participation of Women in the ‘Formal' Sphere”

Many non-members mentioned that, seeing 11cu:_|r 'u'-'-:1|Il|:.T|. g;_:l:r.lf_ i
banks and anending meetings was unheard of bafore ."u.-".u!:s WeEre
formed. Tt was olso unusual 1@ 558 WOIMED atrend and participaie m
Grama Sabha meetings. One community leader, whinse wile was alag
a Panchayal member, said that, his wife rarely speaks in Panchayat
meetings as the Panchayst has a predominantly m.n]n I'.ﬂt'fl'lhi:r'shll_:l

He was questionsd the purpose of the 33% recervation for w:_n.n-._un in
the Panchayat, if women were nol empowered Io parucipate
effectively in the meeting. The focus group was being conducted in
a room where all were men and we were accompanied by & wWomin
g AG member who was sitting oo a chair next to -u-_c_:md -.'.'}-n.r:hc.ugh
guitahly deferential to an elderly upper class male gn'..hurnlgj Wi
quite vocal about her views The leader was of the opimion I]I_'.'lt if
HUGTE WIMAEN Were Biven an opporiunity of a ‘seporate space’ in form
of an SAG, IMK and Federation, to talk and express Ihfme':|'J|‘.'5.
then soon they would be enabled 1o hold their own in an ambience

which is not exclusively female, bat, on the contrary, often

e

aredominantly male and upper class Umguite

=

1 he L}.Ilf LT n_.eil' tl?‘_.!*‘-"i"errrr:-n_l

Increase in the Number of Women taking up Mon-iraditional
Activifics
Quote:Examples that were widely quoted by community membess in
afew villages, as changes in gender roles in their community, were
that of women in one 'r"i”i'lEl\'. have been mrained o drnve audo
rickshawi, were now plying i the village. Eleven women in the same
villape were trained as drivers of four-wtheeler vehicles {ane of them
iz now employed by Myradi), and several more had been trained by
ithe KSRTC (Karnataka Stete Rogd Transport Corposation) as
conduciors for local buses. Many women had also been irained as
mpsons, and could be seen making cement bicks cutside their homes.
The inttiative for thig trar |'|ir|||-'_ i comee froam "'.[_1_.-r:.r|.| SAC memhbers.
however, had identified potential traimees. Tt was clearlty evideni
that all women who had finally gone for raining, were from more
marginalised houscholds, who were willing to rock the boar of
convenbionality in arder 6 earn a decent I1l.'|r|-|_-_|;. Hiwever, thess
examples of women taking up non-tradithonal vocations were widely
discussed in the larger commumnity, as instances of change in gender
reles due to the formation of 3AGs. Ungoote

Changes in Aftitudes of Men lowards Women taking up * Non-
Domeziic® Roles and the Inereased Work Burden on Women:

Quote: “Most SAG members of women's group said that their
hugbands and families no lonper 'complain’, if they are late in
returning from 8 meeting or training programme. Instead, they are
encourpged o po oot on 5AG related work. Their families, who in
the beginning hesitated in allowing them to travel far from the village
on training programmes, or lo Govemment Depariments, now have
become very supportive

However, & few women members who had left the groups in the
imifial stages. were aaid to have done s0, due to back of support from
famil y members to attend mestings and go oot on SAG related work:

In one community, 0 community leader (also o woman} mentioned
thal men allow women to go out, becauss they are getting loans and
other benefite for the family and not for any other reasons,

—_
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However. members said that they must themselves take care of
household responsibilities like gopking, etc., before coming o &
meeting. They had learnt i cope with this; by working longer hours
on the days that they had 1 go out on 8 A related work. However,
miél members also seemed to feel that, the ex posare and power they
derived through being part of a group, maores than mede up for the
gatra work involved

There was however, a difference of opinion at this poinl, between
beqter off members and women Living on this edge. Women with many
amall children, or the daily wage sarmers, sometimes felt (he burden
of extra work created by the SAG to be cumbersame

Men in & few communities, where women Wers wraditionally lezs
mobile, seemed refuctint to admit that women were 0ing oul more
often after joining the SAG, as this seemed 1o 3ym bolise wanion
behaviour. However, in the same communitics, the Women thamaelves
sdmitted freely, to going out of the village mors frequently than
hefore on 5AC related work. Unguole

| The SAG Leverage a'rlu!_-.-, conducted by MrHemachardran from

PLAN Infernasional during March — September 2 (M- also records
several instancez of how women in SAGs ook initiotives which
wraditionally they would hesitate to consider, One ax ample will have
to suffice:

(unte
Huchamma Women's SAG, Myrada Kollegal Hill Area Dievelopmezni
Froject

“Wyrada staff gave the initial orientasion on SAGs 1o the women in the
village. Three women from the village - K ausalamma, Bhagyamma and
Puttammas took the initintive and visited each house in convince and
provwide motivation Lo form the S AG. The SAG was started on March 15,
| 995 with a total of 27 members, | ater, y mermbers leftthe SAG{3 mesbers
beft the village and the other 4 leftdue toa lock of interest)

Inifial Hurdles: Druring the initial six momths, the 5 MG Faced several
oroblems. Some men from SAG hougeholds gave good

G
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gncoutagement and support, while in other bouscholds, the men
objecied and created problems for women SAG members. Rich people
also created problems and tried to discourage the poor from forming
SAGs, As aresull, the 5AG could not funchion effectively for aboui
& manthi.

However, some of the women persisted and slong with other
_|.,|-|-_||:|{|ft|v|: men, |_:|1,|rﬁ1|{|:l. and eonvinced other men ['.-'[a.r.-_..' LNETNES .
they used to leave their homes individually, without combing their
lsair or dressing properly so that their husbands would not guestion
them, toundergo training and for group meetings. They would meet
gutside the village where they dressed properly and leave for the
trakning cenire or for meetings.

In one case, when Kausalsmma's husband (who is educated up (o
|Oth standard) objected to her taking the responsibility of maimtaming
the groups books of accounts because it would eat |nto the time
devored 1o the family's agricaltural work, the other women persuaded
him and worked on his land free. Secing their interest, he finally
agreed. This is an example of how the members could overcome
domestic problems through collective effort”. Unquote

Why focus on Women's Groups?

Myrada is often asked why the focus in its projects is mainly on
women's groups. This focus emerged when Myrada discovered
that a5 soon as men in the SAGs increased their income, they
spent most of the ncrease on themselves. They shifted their
consumption pattern from beedis (o cigarettes for example. On
the other hand it emerged that women spent their increased income
on their household requirements especially for their children. There
were also other reasons which strenpthened this focus. A summary
of these reasons is given below; it is an extract from a study
made by a student M. Osbome from Kassel University, Germany
on why some SAGs failed
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Crote:

Ome of the most fundamental changes was the decision o focus
{almost) exclugively on women's groups. The ohjective of this
investigation was to aseeds o diverse range of defunct groups tha
included some male-only groaps. The main reasons given fos the
focus on women are o encourage their equity and empowermesni

Mevertheless, what are the differences between men's groups and
women's groups that make focusing on women-only groups
worthwhile? Using the SHG model as our guide we can jee lhe
following: Firstly the needs of women are broader than merely the
nesd for credit snd finance. "Spots that traditionally provided women
with a level of security and privacy have become scarce, like water
points some distance from the village; the privacy and securily of
an SHG mecting 15 a podse: id" {Fernandez, 2001 ). Secomdly, women's
groups — becanse they have traditionally faced more exélusion from
the cosh economy — have greater need of & common fund. Thirdly,
wamen's traditional roles have been geared more towards inter-
dependence, which the SHG needs in order to function, Farthermore,
the near vacoum of famale village institutions not only highlights
the need for one bat also sugpests the comparative ease of iis
eatablishmeni. In contrast, men have clearly defined traditional roles
in public relations and village politics, These relationships cannot
simply be excluded by the formation of an equity-enented SHG a3
they will continue to play a role bringing either conflicts or
allegiances into the group. Fusthermore, men have traditionally
controlled all economic issues like irade, property and money, The
SHG disrupts known cash flows and ¢an often be regarded as a
drain on existing inedequate fumds rather than as a mothod of
aceumulation and emancipation from moneylenders. Men are also
2 better position than women 0 exploit the SHG commaon fund in
purely seif-interesied behaviour, by being freer to decide to migrate
after taking a loan, for example. Both these problems can have
destructive effects in the running of any men ‘s group. The adjusiment
iy focus exclosively on women has. in wrn, had conseguences. In

some cases, despite the edecation and training given to the women
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| within the SH(E, their hushband’s misunderstundings over [he concegpl
hove distoried and damaged groups. This will be discuszed more in
ihe cose studies, Unguote,

5. GROUPS CONSIDERED AS BANKABLE BY
FINANCIAL INSTITUTIONS

In general, Bankers are not comforiable with informal groups of
the poor. They fimd 1t difficult to accept that the SAG —Bank
Linkage strategy requires that they advance loans to the group as
an institution and not to individuals in a so-called group. They
have no experience in assessing an institution. All Government
anfi-poverty schemes involving credil reguire the banks to deal
with individeals. If however, they consider groups as sound
investment opportunities, and prefer to assess the insttutional
sirengths of the group before advancing a loan rather than to assess
the purpose of each individual loan to a member, this iz another
indicator that the profile and credibility of instiluticons of the poor
has risen significantly

The Salf-help Affinity Group model requires that Bankers learn
how to ussess the Self-help groups 45 an institution, They require
training to do this. There were also several admimistrative hurdles
which had 1o be cleared. For example, there were problems in
opening Bank accounts in the name of groups, since they were
not registered. The groups however refnsed to be registered, since,
in their opinion, registration would make them vulnerable to the
whims of petty officials. Myrada pointed out that the groups
functioned like registered bodies. They had an identity, they met
regularly, kept records and accounts, audited their financial
transactions, and changed their representatives regularly. In fact,
all the Government sponsored mstilutions managing credit, like
Cooperative Socicties, though registered, did not function with the
same degree of accountability.
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There are signs that this change in Banking policy and practice ig
taking place. About 4500 groups in Myrada's projects have
astablished direct links with banks and receive a line of credit,
Many of them have received over 2 loans. However, progress ig
still show. Myrada alone has at least another 2000 groups that are
eligible for direct finance. To cope with this need, Myrada hag
promoted a not-for-profit Micro Finance Institution called
“Sanghamithra”, registered a5 a company. ‘Sanghamithra’ i
advancing loans directly to affinity groups. This also introduces
an element of competition, which has an impact on the mieres)
raies of other informal lending institutions, and improves financial
gervices from all intervening imstitutions,

Table 12,11 Details of Bank Linkages with Myrada Groups as on
Sgpiember IH2

Financial | pstiintions Mo, O Groups Amount Loaned
Linked (in Rs. Millions) |
Commercial Banks 1211 G135,700
_Cl:-:lpt.ml:n'e Eanks T 1957 0
Conperative Societics 2 325,320 |
Privae E:lml'.s I II.!"' R.1 Th,‘!‘(}ﬂ A
Fl'.ugi.:ur:.;'l Rural Banks | s T, 140,247
_S:mghamilhr: 1.0EY &3,2229.000
_ézh&:iu]n:d E!:Illk!-._ 3 215800
- Government Schemes 152 21054 (08
TOTAL _ ' 217,222,975

With NABARD's assistance, Myrada has trained over 4000
bankers in assessing affinity groups as institutions, in order (o
decide whether they can invest in them. NABARD"s studics have
shown clearly, that the transaction costs in the Myrada model are
far less to the borrower as well as o the lending institution, 28

—
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compared to the other existing models. However, this model
requires that the bankers relate directly with the Self-help Affinity
Groups. Unfortunately, many banks have taken a shorter (and
gasier) route. They have lent to the NGOz who on-lend 1o the
groups. This has lowered the costs of banks, but requires the
MOz to function as MFls. This requirement raises several
guestions, related both to the NGOs culture, as well as to the
operating systems and their registration, But these issues have
been raised elsewhere. (Refer Annexure 8 “Is micro credit
jeading to a macro mess?").

6. INCREASE IN SELF CONFIDENCE
Did participation in the group increase member’s self confidenca?

The “Social Intermediation Study™ provides some ingights that are
quoted below:

Source: Social Intermediation Study - Page 25-26 (Draft)
Quaote: “Confidence to Access Mainstream Institurions:

& .LEEI"!'I!IHR' _Pu Siﬂ'ﬂ - |H.|:.|.u_|-' mE#H'.I.E.-'_'r .Te'efrnl theaak In'm"'.- J'rrrr.l-
learnt to sign after joining the group, Although this might
seem like a minor achisvement to us, to SAG members i1
seemed o ||.h: d gy ﬁl_j" gri‘f.ll |'h'5' ;Jr_'.l;:‘r_rrrn.':n;'r ir J.rre-
‘mainstream”, and a source of pride. Many members spoke
of how they were previously ashamed ro conduct bank
transactions, ai they had to wee themb impressions in place
of rigring. Only afrer learning o sign were fhey
comfortable going 1o a bank. This realisation may be
aftributed to an increased exposure through the group to
the reguirements of the ‘mainsfream’,

*  Confidence To Approach A Bank - Many members

mentioned thar, only afrer joining the SAG, they had
gained the confidence of conducting bank lransactions
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on their own, and approaching Bank officials for & loan,
vhis increased confidence may be attributed partly 1
Myrada's efforis at promoting bank linkages in oll iy
projects, by providing both SAG members and bank
afficials with training on SAG-Bank linkages.

Confidence fto Speak to Visuors and Gevernment Officlaly
— Many members said that, after joining the SAG they
had frequent exposure to visitors, Representatives af 5AGs
limked fo the IME (Indira Mahila Kendra), had frequeny
intergction with public offices, and are mow able 1o zesk
oul and approach Governmen! afficials on their own
Here, there was a noticeable difference Berween SAG
who were linked with Departments throug! the TMK, and
those. where there was no IME. As it 15 not always possible
for Government officials tb larget individunl groups, the
forum for SAG-Government Department frtteraction al an
institutional level on a regular basis, has largely been o
the federation level or the TME.

Learning Communication Skills Reguired To Deal With
The ‘Mainstream’ = Several members, menlioned aboul
their ability to frame an agenda, lalk, argue and hold
their own in a meeting or a formal setiing, and be
artentive o what others are saying. They atrribred this,
i the skills they had acquiired after joining the groug
Many also said that, they had learnl the “appropriaie
.'mr;.:Lu:ge for dealing with afficials, L, using the p al
Ir].'i“|;'l.'|'1.'1 of the singular when addressing anather persom.
wring ‘'mainstream’ language rather thar the local dialect
when talking to oulsiders, ¢ic These skillsy may -’Ft-!
attributed 1o an increased exposure to parficipation i
formal settings, and exposure. lo interacting with visiror
and Govermment officials through the group.

o

THe Questlon af Empowermend

Awareness of Rights and Procedures = Many SAG
members mentioned thar it was only after exposure fo
mainstream institutions and officials, that they gcquired
greater awareness of their rights in the welfare system,
and of the procedures and reguirements of nagofiaring
the burequcratic magze, This incréased aWareness way
also be attributed to the willingness of the 'mainstream’,
o target SAG members for awareness generation, and
the efforts of Myrada staff to educate the SAT members
on their rights. Many less aware members of the Growps
have also benefited from the experience of the more
exposed members who already hod occess 1o information
and contacts before joiming the group

Confidence To Start New SAGs And Provide Support To
E_rj's.l'ing Gr{:lutrj-.t .i'.-:lr.:.'.'."g.' gx-mierilae ﬁ.t,'.h'"n:'.'i'.i.'_'d a wish fo
start a group on their own sub-commeuniry. Some had
olready formed proups in their localitier on their own
imitiative. Many group members also act as community
trainers for the new groups in the area.

Through the federation, many representatives of the
affinity prowps provide support to new gprowps, and also
.||.e'|"rl in the PrOcess af .-,a;.;.|_|"_|','|-; resolution in the groups
Members ariribured thiz ability to capacity building
programmeés conducted by Myrada and 1o the experience
i EFOND professes _L:'m.'z:-.".r in the SAG" Unqun-[l.'.




CHANGE IN MEMBERS
ECONOMIC STATUS

AS A RESULT
1 3 OF GROUP MEMBERSHIP

In the final analysis, it is essential to find out whether ihe
members have improved their economic status, 1.8., whether they
are in a better position than before to meet their basic livelihong

needs.

The Myrada study indicates that after three years of funl‘.ii.l_‘ln-ir.E‘
significant number of members of affinity groups have risen jn
their status as perceived by the members thcmlzzel.?'es.. The
percentage ranges Trom 91% im some groups Lo 66% in others
afier three years, The CATAD study indicates that 23% of the
members rose ahove the poverty line in the first year; this
percentage rose to T0% in the third year and to E-E-‘in- in the fifth
year, The trends in both studies, therefore, are similar.

The tables below, taker from the Myrada siudy, provide a
camparison between the members assessment of their siatug

when joining the group, and after three years.

The members divided themselves info three categories: Lippet
poor, Middle poor and Lower poor They then assessed th.'-:i.r
status when they joined the group, and compared it with their
perception of their status three yedrs later, at the tims -c:.-’r this
study, Some groups, however, went one step further, and dl':'ld.tl’
the “lower poor’ category inio two, namely ‘Lower Poor ﬂ!}{l
‘Lower Poorest’. The outcome of this exercise is presented 1

the following paragraphs,

i '.'Err_ulg.n" i Members Eron ORI El..l.n'l'.l-l A afa ey ril' |'_.'n'_||'|l|-| ,'|1|-rr,l!:fr_l:.|1.u3

.

Kamasamudram Project

Table 13.1 Shift ln Economic Status OF Members OF Methravathi
Maohiln Sangha, Hunkaldurgs

~ Sl.No. Mame CATEGORY L
Before A Years Later

= ] __ Hainamma Foarast Panr
B 1 Devamma Poorest | Panr
5 3 Merasamma Foor Wliddle
4 Planpamima Foor [ Middle
A B Fajamma | Poor Mddle
= 6 | Sskamma Foo Miaddle
___T. L. Muny EIF]II.'II'.'. Foor | Midd]e
= 1 K. Muniyamma _ Poo | Miaddle
9 i, Kajamma Foor Upper

II.'i = .!'-iu:rii'.-n nkainmma & Eulinkll-r LIpper
T Thimmakka Middle Upper
E 12 | Hiitamina - Middle Upper
B 13 Parvaihamma WMiddle Upper

I.'I'—.- E_--_'I_l"':!'ll_'.li._ll'llllll Mll.'l.'i-\.' HLﬁd'E
T | = K amalemma Middle Upper
= In_ F— .-'-i.'im:nrnrna E ﬂ_l_r!qllu_'- 1 ppe
R 17 | Akkamma Middle Upper

1B. | Chandrmmma Middle Middle

1% | R Moniyamma Melialal le Llpper
There has hesn | |

mo ch ange T Mgt by nihih ATaity (reug |
i = LI &

gtatus of only
twn members

i :Ell.llﬂ
belonging to the 4 ’—l_J “_r_ s

13 1 ——

‘middle poor' - = b

| % | | s
T

cateoory, For all Poorst  Peor Middle  Upper
the rest, their Pous P
Blafuz has nsen =

gfter joining the gzroup. There has been a rise in the economic

1 B
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clatus in all cases of the ‘lower poorest’ category. [n one case,
there is a jump from the “lower poor’ to the “upper poor calegory,

gnchanged
while one has
risen, Two from

Samnihl ANy Graup

Tabbe 13.2 Shift in Economic Status of members of sShanthi Mahily

the npper
i B Defrrw
Sanglt:-.Bnndlkn.l-E | P —_ gategory have =1 rj |i (D Ay 3 i
51.No. Name i an il s _ ]__
| @ |l I - . fa 1] } 0 el M
Before 3 'I"'-J”_I-"'ﬂ'_ middle, This is Pumicd Fuu Milde  Upps
- Pas Fraw
I Muotijan Poorest Poot | due Lo transient
B 5. Muniraathnamma Poorest b = or lemporary
i L Akkamma Poorest Foor Nl poverty die 1o death of an eaming member and loss in business.
2 iy Foor -
4 Shamsk Poud : - Table 13,3 Shift in Economle Statns of members of Rani A bbakka
5 Oowramma Poor Middle. 3 pahila Sanghs, Bommaganatalli
x "’ Prsie o =
& Ehuorshid Pao = o . y
- = 51.Mo. I FEl 1 CATEGORY
= ; ) Pogr — —
7 B ks Py — Before 3 Years Later
T dl -
1 Ran gasmena P Middle 1 . Shanthamma Piowoa Foos
lidelbe = | =T
9 Magumims ik L — 2 Salamma Poor Upper
83 i Widdl Middle L~
10 JayRmma L ;:v! 5 | Shanthamina Pooa ! Pooe
1 . Ml iddle e Wi
11. ShanthaEmma i : Y = 4 S arEsamma Py | lejdlc
12 Seethamma Middle 1ddle | - i - s e I
AIMIMEE 5. Poor | Upper
13. Byramma Middle Upper = : o
| I i, 5 2 'I_r|.'l|'.'l-l:" A Shakunihzlamma Pouod | Poos
14 K anthamma pper = — A traecer e e e
- I hoe
[ 15 Subhamma Lppes Lipper _.d 2 LL_:mem ]I';u-.:-r ]}?u_ul__
= Ehm;-n_ulm Upper Middle UNARTEE oor ala
] FIEs q Marayanamma Powa Foor
17. Raziaji Lipper L-DI"-_II - - —
. ’ .
5 PrEm—— Upper Midile g 110, Munirathnamma Foor Lipper
R B, Munirzithnamma Upper Lippel l Tayamma i Pood 1 ~ Poor
0. ATaramima Uppei Upper 12 Muniyamma Poor Foor
13 M. Manjamma Poor Poor
The three members in the poorest category have all moved 14, Sui mj P M d:jle
upwards to the “poor’ calegory. Among the six in the poor = Sujathamma [0 | Middle =3
. iddle while 3 have not changed. 15 Fapamma Foor Foor
category three have risen 1o the middie while i - -
Of the 4 in the middle category the status of three remaing 16 hlamfula Middie | Middle

e —
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-
; — - 4 —
17 | NMesfamma I AT icdchle | Lipper 5. T.Nirmalammma Poorest Poorest
L8 Pilr;':Llhalﬁ!:lil Middie Upper [ Dakshavanamma Poorest Poor
19 D, Venkatamma Middle Upper .3 - Parvathamma Poorest | Foor
TN v ﬁhmmammﬂ Widdle Lipper 2 (owTamiTia Poorest Pivior
= | dle Upper B Wijay aimma Pooresl Posir
Z1. Ramakks baddie . PP . E
Lk Premalatha Fonrest Poor
This group did not 11 Grurugiddammi Poorest Poor
cate guuﬁﬂ &”}IDM: | Hami Ablakks Afnidy Lirsip 12 | H Mirmakammn | Poorest Middle
i ‘moorest’ [ — i |
i the. - pame 13, Weeramma l Foor Poar
category. Out of s E 1 e P F Middl
the 15 categorised | 15 1 = Defan = o o oo ]
as "poor’, there is e —— H"'— ___E Dl § ey 15. | Shivaleclamma Foor Middie
no change In the g _Ej._:Eﬂl_ 1L |!.f_- 1:.gnru1hr:|_1_|:|_|_1_|._;L | Poor | Middle
gtatus of 10, while Foceew  Pror il '-;f“-“'" [T Umadevi | Poor |  Diddie
ARy [ Fra¥T e a8 ST
iwo of them have |&. Eamalammii Poor Middle
o o "middle =
mnved to 15 Vinajakshamma Poor Mliddle
poor’ CRICgEOTY ; e Shenr —
and 3 jumped to the ‘upper poor’ catcgory. All the members 20 Hemalatha Poor Middle
._-|3_q5i1"|-t-;j_ s belonging to the ‘middle poor” have moved 10 "upper 2l Gangamma Foor Pl chetl e

ponr’ calegory excopt one.
Of the 12

Challakere Project pategorised as
Table 13.4 Shift in Economic Status of Members of Sri '!mnrr_jst', 6 have Alikam ruder A Minily Groap
Akkamahadevi Sanghas, M.Gowripiara rigen in status (o
T ' CATEGORY R fpoor’ and Shave | T —
Befare ' .:'i"l.rl.'ali'ﬁl.ﬂlll'_' :‘::‘tﬂlﬁﬂif ;:_.:!ﬂﬁ 5 [H—Bﬂ“
I Basamma [~ Poorest | Poorcs : [}ny were before. PR A I,
. - e g e has risen to Paoresi  Poor  Middle  Lipper
) Shanthamma Poorest Proirest beniddle’. OF the 9 o T
1 Magaven "Dorcsl Pooresl Ltategorised as
+ Puttamma Foarest | Poopsst 8 ‘poor’ all have risen in status to ‘middle poor' category.
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; e ' Of the  categorised as

Table 13.5 Shift in Economic Status of members of Shej

Shankaraswamy Sangha, Gajjuganahalli - ‘poorest’, 3 have risen S e
: = : B im siames and 5 have not "
Sl.MNo. Mamo CATEL - O the 9 categornsed as ' E P
| leﬂ e 3 Years Lall]'_ 'pLI{'II-" 7 have risen in : |_‘I'| n Hﬂ m ;_l:_|_.l||:::u.|.l.l|
L. MNealamma Poorest Pootest | status to ‘middle poar’ ' A e
y. Dodda Suraiah Pooresl Poorest cetegory. The entire Eii
T (e Raja Poorest Poorest ‘middle poor” category
e : e o P Poorest E has moved upwards. Once again as in the previous group, in this
e 4. Susheolamma s, AN area too, the poorest do not seem to find ready opportunities for
K Shantakka Poorest .Pur.rcsl: _5 Siaibioods.
B b Pooresi T
6 Thippakka — - — Table 13.6 Shift In Economic Status OF Members OF Sri
7 Bajanna Pooreat Poor - Katamalingeswara SHG, Jogihatiy
B. Thippeswamy Poosest Middle 3 _.Si.l'-'n- Niaie : {.‘.-’I.'I'I::IJ!:JHF' §
q Magarmm: Poor Puor Before | 3 Years Later
BT Anasuyakka I Poor Poor i Katamma _._]"nc.-u-a.al | Poorest
BTy Surcpapaiah Poor | Middie F E 2 Sannakka Poorest | Poorest .}
- Bk |.|'.|i:'-l.'|1 1 Pt Middle 3 Bheemakkn |  Pooresl | FPoorsst
b Cpalan L z =
: 3 IT . Pt Middle 4 Crovirdamma ; F_IJL"IIL'EL | Poarest
13, allajavuraia | e
14, | Thippeswamy Poor Middle A Eeluwin B T IR A
4 2 : - ddle § f Marakka Poarest | Poorest
" g k i ————
e I5. Sanmnzkka Poor o — 7 Erakin Poorest | Poorest
1. Dradammi roor Sl & Sharsdamma Poorest Poor
I7 Anasuyamma Poor Middle o Covimdamma Poarest _ 1:'1.:-:1
¥ 18, Chandranna Middle Upper LI L. Magamma Poores| Por
I_ 9 Bocaiah Middie Upper 11, Sannakka Poarest Poor
0 I{. Magarajn Midd]e Upper F 12 Kamalamma Poorest Poor
21 Mallikarjuna Middle Upper | 13, |  Gangamma | Poorest Poor
7.7} 3.0). Nagaraja Middle Upper S8 |14 | Doddakka Poorest Poor
73, i]lmlah. pladdle Upper ] 15 M. Katamma Poorest Middle
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| L6, I Balamma _|_I_'-‘1:|-*:rr __I’nr:r A
| 17. K. Nagamma Poor Poar B
| L8. Puttaklka ~ Poor Middle
- 19. Balakka Poor Msddle:_
" 20, | Channabasamma | Middle Middle
”t— e i I_ Fo s pRneavars & Moy Drep )
categorised s
'pnmcn'_ T have . 1 e
remained withoul 1 —— [BE=

: hile 8 L TER W = | 3 ey
any L.'I'!.HELE:: while s |- Tl - ks
have risen in 5tatus, a+ z
of whom onec has Fomm . P "“:::’ ::
jumped to  the 3
‘middle poor”

category, Of the 4 gitegorised as ‘poor”’, 2 have risen o middle
poor’ calegory Though over 50% of the poorest have risen i
economic statusg, in general, the situation as regards the poorestis
similar to the above two groups.

Conclusion

Takle 13.7 Shift in the Economic Status of members in
Kamasamudram and Challakere pver 3 years

|_ Kamasamudram |Challakers
Groups Groups |

% of the poorest undergone 100% 51%
change in economic Status {upwards)
% of the poor undergone change in 54% T
economic status (upwards)
% of the middle poor undergone 0% 67%

| change in eCconemic stabus [upwards)

Change in Mewmhers Economile Siarus ai a Reswll of Group Membership
The above table based on Myrada's study gives a picture of the
ghift in the economic status of the members after joming the groups,
guch a change, in all probability would not have been possible,
without their joining the SAGs, The CATAD study indicates that
25% of the members of the Self-help groups rose above the poverty
linie 0 the first vear; this percentage rose &0 T0% in the third yvear
and [0 86% in the fifth. The analysiz from both the studies indicate
g-similar trend. Based on the trend after 3 years, if the members
of Kamasamudram and Challakere groups are assessed in thedir
Sthy year, it is reasonable to predict that the resulis will be similar
{o those in the CATAD study

Summing up — while three years is too short a period 1o affirm
with confidence that these families will sustain their progress, there
iz adequate evidence that theiwr membership in the groups has had
pn impact on their economic status in this short duration. Howewver,
it is also clear that the middle and upper poor make use of their
gpportunities more quickly than the lower poor.




1 4 CONCLUSION

Micro Finance has emerged as the latest instrument n poverty
alleviation. The last two National budgets highlighted its role, while
International Financial Instinutions have supported 1t Tur.i\:-.-em]
years. Though this recognition by the Governmenl has given the
Micro Finance sector a statas, it has not changed the content of
the main anti-poverty programmes of the Government. }n other
words the Government has not incorporated any lessons from the
micro finance experience Info its anli-poOVErty progTammes. The
SISY (Swamna Jayanthi Swarozgar Yojana), which has the praige
worthy intention of integrating all these programines, still continueg
o 5u|:-|ai|.'.|.'|:=-r_ the asset and to exclude loans for consumplion o
purchase of assets like land Though some provision for capacity
building has been made, the focus on the ground continues to be
n:g.[nm-;,d only to provision of credit and the pressure Lo dishurse
in order to meet targets, even if this pressurc weakens the people’s

institutions in the process,

The high profile given to micro finance has resulted in a
mishrooming of micro finance institutions during the past three
years. However, the legal and formal institutional n:gululrrr_;,l
framework has not coped with its requirements either because it
¢ siill considersd to be comparatively small to merit the time and
effart required, or hecause there is an opinion that iﬂtE'I"-.':l'll;ID.l'l at
this time may be misinterpreied as an altempt to suffocate a rapidiy
cxpanding sector, As a result, there are severil types of players
in the field of micro finance. In the first category are the NEFF‘E
which ane also involved in micro finance. These NBFCs are eq iy
capitalised limited liability companies registered under the RHI

S

Concluzion

Act Section 43. They are, by nature, “for-profit’ companies. These
NBECs work within the existing legal and instituticnal framework,
though a few amendments are required in sxisting laws to make
them entirely comfortable. In the second category are those
institutions registered under the Societies Act, which have micro
finance as one of their objectives. These are by nature ‘not for
profit’ mstitutions and, when managed by NGOs, often tend not
to give adequate weight to indicatars which ensure the health of &
financial institution, There are even Trusts which are functioning
as micro finance imstitutions. These are perhaps the Murthest away
from the existing legal framework, Some Regional Rural Banks
are actively promoting groups with the intention of extending loans
o them. NABARD and Myrada promoted the: first pilot experiment
with the Cauvery Gramesn Bank in Mysore District im 1997,
Several REBs have followed with similar programmes since then
with varying degrees of success.

Myrada promoted a ‘not for profit’ institution named
Sanghamithra, incorporated under the Companics Act of 1956
(Section 25) and obfamed exemption under Sections 124 and 800G
of the Income Tax Act. This initiative was taken because it was
clear that the Banking system counld not keep up with the rapidly
expanding number of self-help groups. Besides, a spot of
competition helps to improve services and maintain a good

-standard all around. Sanghamithra which started operations in A pril

2000, lends directly to self-help groups; its extension network is
based on officers who are mobile; they attend group meetings
ind arc establishing kiosks where they are available at fixed times.
Myrada decided to promote Sanghamithra because it took the stand
that micro finance management requires systems and a culture
gifferent from that of an NGO, no matter how professionally it is
managed. A& Micro Finance Institution has to be constantly aware
f the internal organisational need to break even after providing
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for all eventualities. Sanghamithra is managed by professionaly
with considerable experience in banking and operales separaiely
from Myrada though 1 must he admitted that Myrada invesied
time and resources to get it up during the initial period.

There are (wo issoes that are of current concert, which must ha
refarred to here before concluding. One is the fashion Lo call any
group a self-help group and the other iz to limit Micro Finance 1n
the lending and recovery cycls

Myrada fostered small homogenous groaps in the mid eighties,
provided training in institutional capacity building, motivated them
10 save and supported them to evolve their own rules to manage
these savings. This is not a brief or an ineXpensive process. [
takes considerable inputs to build the capacity of these small groups
so that they grow into genuing institutions with a vision and a
strategy supporied by appropriate sysiems In the mitial years thess
were called Credit Management Groups, with the stress on the
word “"Management™. This stress Was deliberate since Myrada's
focus was to use the “managemenl of cradit” as 4 (ool to boild
people’s institutions, o encourage them Lo 11¢twurk. and io becoms
agents of change and thereby to empower the pooT i & sustainable
way. With the Research and Development grant from NABARD
in -I 987, the name wis changed to Self-help Groups. This
NABARD grant was used by Myrada to train thess Broups, o
match their savings (since their capital did not grow in keepifg
with their capacity to manage and invest) and to set Up B
computerised databasc to analyse the lending 4nd recovery
patterns. This name contin awed till 1998 when the Self-help gr.‘:ll.Lp
strategy was adopted by the Government and became "u[ﬁcull :
The result of this “official” recognition i that, any group 15 bemng
lahelled with the tag *self-help group’, Many such groups bt
formed and given loans with subsidies within a week of lhlﬂl{
formation. Capacity building is reduced to a farce of a day’s trainimg

- e

i o
Canefiidon

and limited to lécture on “the scheme”. Myrada then decided to
add the word “Affinity”, Today the groups promated by Myrada
and those which have asked for capacity building support, are
called "'Self-help Affinity Groups” or ** SAGs”

The pressure to [imit the functions of micro finance instilations to
the: cvele of lending and recovery and to disburse as fast as possible
arises from the organizational demand to break even. There 15 no
fime or resource provided for capacity building. The strategy of
group lending 15 adopted since it provides some degree of mutual
guarantee, reduces the transaction costs of both the borrower
gnd lender and, with Government programmes, shifts the
pesponsibility from the Government system to the group. The group
hecomes an escape hatch when the pressure to recover grows

There is no serious effort 1o empower the poor through institutional
gapacity building so that they can play a wider role in society,
which in turn serves to protect their interests, In short, there is no
realisation that poverty is conditioned by relationships of power

which can either liberate or oppress the poor. These relationships
will liberate the poor anly if they ensure access (o and control of
tbe resources on which their ivelihoods depend. It is not enough
io t2ach people to fish, when they cannot reach the river due 10 a
web of oppressive and restricting relationships. The pressure 1o
disburse, emphasises the weakness of these models to empower
the poor

These models also do oot encourage the MFPIL o disengage from
the groups. The MFI needs the groups in order to survive, since
they depend on the savings of the groups {which they mobilise at
pies of 6 — 8% and lend at 24 — 36%) and on the interest earned

Sfom their loans o meet their overheads. It therefore tends to
kreate 4 relationship of dependence rather than one thal

Bmpowers. . If savings of groups are mobilised by the MFIL, the

REroup 15 not free o access other sources, Studies conducted by

—
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Myrada indicate that credit provision 13 a double-edged instrumeng
It has to be provided in amounis that are related to the capacity of
people’s institulions (0 Manage effectively without undermining
the culture of self-reliance and sound investment If provided iy
amounts that are large and beyond the groups’ capacity to invesg,
credit undermines the sirength of theis institations and this 1n by
weakens the potential for empowerment.

Myrada will continue to pursie 1is misEon of “Building People’s
[matiturions”. It will contioue iowse the management of credit ar
af matural resgurces as an instroment 1O boild the capacity of
institutions of the poor. The findings of the studies analysed hers
ndicate that the eredit management model promoted by Myrady
does provide space for empowerment of the poor since it focuses
on building institutions, The cssential features of this model are: §
structure built on affinity and on peaple’s strengihs, which allows
the members to be in full control of decisions relating to finance
management and which promoles initiatives for change in society
and for establishing linkages, This model requires adequale
investment in institutional capacity building. The findimgs from thess
sindies indicate that where credit managemedil 15 used a5 an
instrument to build institutions, it reduces (o aconsiderable extent
the marginalisation of the poor and poorest members both within
the groups as well as in society. Credit management rather than
credit provision has the potential to be an instrument for institation
building which in turn lays the basis for empowermeant.
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| BUILDING INSTITUTIONS
Afoyzinsy £ Fermander Jonudry J99%9
| (RURAL MANACGEMENT SYSTEMS - PAPER 31)

PART -1

1, The Core of Myrada's Mission:

mhe core of Myrada's Mission is enshrined in the first 3 lines of the
Mission statement that was first pulled together in 1984-83. This part of
he Mission statement has remained unchanged since it was conceived.
gybsequent parts af the Misslon statement, however, have heen
marginally revised. The core of Myrada's Mission is contained in the
fllowing lines:

#o foster a process of on-going change in favour of the rural poor in a
wiy in which this process can be sustained by them through building
snd managing appropriate and innovative local level institutions rooted
in values of justice, equity and mutual suppart™

2 The Key Words:

The key words are APPROPRIATE INSTITUTIONS. This Paper will
peflect on the content and significance of (hese key words,

1.1. Institations: Why does Myrada fecus on fostering
INSTITUTIONS of the POOR?

Pirst, because from Myrada's experience with poverty alleviation
gogrammes, it became clear that these programmes were conceived and
elivered in a package to people. They did not respond t6 a specific
mation and were not flexible encugh 1o cope with the diversity of
Meeds of the poor. Where the Government brought in peoples
nisalions (and NGOs) as “partners”, it was clear that these bodies

&
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were used o implement programmes; they qu ir_-kl._-.- hecame “Conracin gt
{hey were the lasi link in the delivery chain N..:-. !m'z'alml:n'l '-'~'_:lE- made
helping these bodies o develop their own VISion and Tl.'llii.lal:ln and i
take ownership and control of these programmes, The resull Was thee
the impact of these irterventions was limited .and u:r.ual.H I'.ldcl;!.uv.l Mg
thie project Wwas OVET Sl.‘ﬁ:l.l:lin'_'l'f_'-i..ill:.- which requires & JGNE-lsm
pl::.‘.pn:.l.:i:l‘-'-:, did moi ender inio the pletare,

gecond, because Myrada believes that fun.uFiﬂnwllg 'nE‘_l"”"“ﬂ.l. _
{established by peaple) at the yillage, form one of the major T?I”ir; of 3

healihy and sustainable democracy These are 'lhi.: Civit Ir::mtu:m;.h-.
the bage. Myrada's cuperience indicales th?l.l"'pnﬂTl:l.-i'.JWll.I:lﬂ , which ke
Grod ts interpreted differeatly by each one depending on his cur_ h'-‘r.nu.ﬁ _
and biages, is necessary but noi enough; it must lead Mlm
buildipg. Farticipation 15 @ Medns by Barild an a|.11:|r~'orn'|iﬂ.-.‘j mstuu!"m_
with & viston and mission of itz owes 11 1% also an el u_t itself, ‘:mm
people are empowered in 1he process. E‘r‘i;r:m:.'lnulmh{:-rl:s that i
participation does not foster thess instilutions 1L can mak; pm!au.
vulnerable to manipulation by intervenors wha promoted ;harnn:mauu._':
g0 that they in fact can confoem to their nw.n Hﬂl:r.ldi. and |.'.Il.lr:.l|q mﬂ-;-
own objectives and interests Participation like religion easily bechmes
the “opium™ used by developmenl m.u:n-m_mu:s Implementers :-ru.;j
under pressure o implement a project within the budgeted period and 6

=i

show quick results, and others wha hald positions of power in SOCIER

3 Anreiiere 1 - Building Instihwtions
critical; it questions the tendency to standardise and fo overload every
jnstifution, Evidence also indicates that the sense of ownership derived
from an “appropriafe institotion™ provides the basis for
SUSTAINABILITY of the objectives of the intervenrion which are
increasies in productivity and in equity, “Appropoate” Instimoiions
withouwt a vision/mission also quickly fade out. To achieve sustainability
of impkect, requires thit approprinte instititions develop their own vision
and & mission strong enough o promofe the other sssential feaiures
gequirad lor an imstitution o survive and grow namely: organizational

and linoncal accountability, learning, finencial management and
linkages,

Fourth, becauze gy 1% ome of the core objectives that Myrada seeks
) pursio. !'|"|'_l.'| ada belicves thar ima society where class divisions Camd
¢|:||1_|"||.'.':I:=.-_] are 5!‘|.‘E|:||Er'|:r'|g. in many Cases :iu]_‘:-'|1|:|rll;'.|:l h}l a |.'-:_:-n|'|g|;|:'||1'i-:_1n
with caste relationships. and where the official system (service, cradit)
fgunable 1o reach the poor and when it does, (s often inappropriate, it is
pecessary to foster instiiuions of the poor over which they have control
pnd which in turn provide space for thetr growth and a basis to network
and link wp with other institutions in a sustainable maneer. Hence

__H:.'r.:da'! inderventiong starl by directly !-:,'\-I:IJEIIIII_ on the pOOC partc larly
i the rural areas where caste and class work t synergy (particularly at
*the middle levels) o conflirm relationships which are exploitative. For

e poror 10 change this set of relationships they must first build o base
<ihis baze 15 an institution which they feel is their own. Myrada s often
“ehallenged: Are the Panchayat Institutions not enough to achieve this
Sobjective of equity? Myrada's, analysis indicates that the systems
‘i uced by the Panchayat Raj Act continue to reflect the relations
Uit dominate in society; they do not change them; in most cases the
 Panchayal Raj leaders do not have any interest or vision to change
e, The Panchayat Baj institutions do not provide space for the poor
_ & participate effectively in decision making; it is because of this that
Myrada endeavours to foster institutions of the poor, which will smpower

aln |} ’ all
and whose primary intention 12 10 remain in power have

participation to justify their own ends.

Third, because Myrada's expericace in rural areas provides suffi "
evidence that a “people’s matitution’ which is SlEUciy 12 Cri
i the resource to be managed, (be il credit, l-:-reﬁls. or milk) provides :
instrument through which people can atquirs, incraase an? Hmm
pwnership of any investment from onside (&g the projest]. ;

i 1 LTI - 'Fll
necessary therefore, to foster ‘appropriate” institulions 85

i % i5 W “ti ticipation 18
cxuplained later in this paper. Thiz iz why effective particip !
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shem sufficiently to participate 11 Panchayat Raj institutions. The election
of over 600 members of the geif Help Groaps promated by Myrada |
Panchayal Bodies is onc indicator of the success of this strategy.

¢, Myrada endeawours 1o transfer its vision and Misgion
to the Panchayal Raj insitubions it its projects arcas particularly with
@ poor and marginalised. Proponents of the

jl society” as a key component of &

At the satme b

regurd to concern for th
gtrategy to give importance b Y
peed to keep in mind tha
initiative for social fransformation,

democTaiic SoEiety, ¢ society is conditioned by

vested interests which resent ary
The efforts of politicians 10 weaken 1050
and customs in civic institula

pitions, the dominance of

patrianchol attitudes ns and the mexug

hetween classes thal dominate |
political soctal and religious - provide ade
i be achieved it is necessary 10 intervene directly to build instituticns
of the poor. The propoments of “commm
% 1o groups where the entire village in 2 body, decides plang
g0 need to take im0 aocount Thit
automatically promote equitys rathr
the village/local level,

he various spheres of life -economig,

guate evidence thal for eguity

umnity organisation” a slrategy
that relats
and implements programimes al
deceniralisation of power dies not
it could sirengthen mequitable relationships at
and has done 50 repeatedly

2.2, Types of Institutions:

Myrada fosters several types of instiutions. The Self Help Groups
focus on the poor: the watershed associations and Joint Forasiey
Management Comumiliecs have represeniatives from all groups weih
interests in the watershed or 5 case, the pont
{ prganised into Qs so that they have o power hise which can
an at village and watershed bevel
vide i credit soorce which the pott caf
later discussed, helps to decreass theif
| families who dominate village

£3 which function a.'.:l:DTI!Iﬂ!-ﬁ

Forest: however cven in thl
are firs
support their effactive participili
meetings. The SHGs also pio
easily access; this, as will be
dependence oa the more povwrer i

inctitutions. There are also Apex bodi

B

 Federations of Self-heip Affinity Ciroups Ezz
Watershed Institutions 430

! Pederations of Watershed Insttutions 3

. Village Development Committees/ Councils n

; achool Betterment Committess! Parent = 381 =

Teacher Associations

Ammaexure 3 - Buifding Jasiiimniens

Ihe n:qu_n: ments of the SHGs that constiture them and not according fo
aMyrada’s requirements; the number of SHG's in an apex ks determined b
the SHGs themselves; they are in effect conirolled by their I:I:ms.limcr:
§HGs; no Apex Body has been permitied by the SHGs o channe] loan
received from other sources or to operate as a micro-credit nrgaélisali-::lna

ghe following table gives a consolidated list of institutons within
Myrada’s projects. Myrada has also trained ether organisations to form
gHGs, Watershed Associations, Forest Management Commitkees and
Apex Bodies. Prominent among these organisations ore the UP Land
pevelopment Corporation, UNDP Myanmar, PADEK in Cambodia 5:1.:|:rul
Regional Rural Banks. and over three thousand Bankers from :1|1 nver
@e country, Women's Development Corperations in several states and
gundreds of NGOs. Besides Myrada has also deputed its acm.ur staff to
the Mewat Development Agency in Haryana, to one Filla Parishad
{Belgaum) and to the Karnataka Women's Development Corporation

" fhey are all involved in fostering people’s institutions of various types.

In Uttara and Dalkshin Kannada Districts Myrada statf whio are posted

permanently in the arca have trained Joint Forest Management

Committees on a regular basis over the past several years.

T suchall:

Myrada has fostered several types of CBls in all its projects. The

following CBls are the primary
v partners of Myrad ;
June 30, 2002} yrada. {Status at on

Self-help Affinity Oroups
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Village Water and Sanitatign Commitiees

Farmers Associations
Children’s Clubs 531

_.‘.filltgc Forest Committees

| Natural Resource Ma nagement Centres

Respurce Centres l.d__'
Chiher * jqq_q
Takal G149

* (Others include Street level and Stand posl commitices;
Programme Implementaiion Associations, Project Health
Committess, Youth ¢lubs, Drama Clubs. Study groups, etc. This
list does not includes institutions formed in projects where
Myveadn has deputed staff or whercour staff is providing suppor
on & long-term basis in India and abroad. J ]

2 4. What is an Institution?

In Myrads the words prowp”, “ipstitution™ and *organisation’ are ofiesy
used interchangeably. However, there isa difference. hyroda holds the
position that o “group™ 1% & gathering at one end of the specirim, while:
an institotion is an entity with particolar featurcs al the other end. The
“grganisation” comes in between. A proup, 15 often o temporacy
gathering to schieve s particular purposc; it can develop (and dogs on
nccasions) into an organization which has rules pnd regulntions |.nd..-'
defined functions; in most cases, however, these rale and funchons
are largely imposed from outside, AR organisation develops e &
institution when its members have full ownership of the body; whers
they have interiorised to o large extent the culture and systems that they
for others) have established. This is more easily achieved when the
I.I'I'|E mhers have an active and effective say in drawing up the rulcs and
regulations, in setting the agenda and building the culture that enables
{hism to perform the functions that they choose, When the rulss akk

Amreexwre 2 - Buillding Instinerions

e

drawn up by autsiders, the organisation can inteniorise them adeguately
provided adequate trarning 15 provided to help it to develop its own
vision and mission, and above sll if the original rules are open 1o
mocdification, addition and rejection; in most cases this 1s nol the cage,

An institation has 1 stable pattern of behaviour. Sanctions for deviant
pehavionr sre ool imposed from without, but are gelf imposed and
accepted by all as necessary for the bealth and geowth of the body
Coanflict resolution is primarily the institution's responsibility. There s
no lension between o members rights and responsibilities; both ase given
equitl weight and respected; in some crisis situations. responsibilitics
gasily take precedence over rights. An mstitution has a culture for self
gssessment and change, it does not need o be “restructured” from
putside; in the case of an organisation, the initiative to start & process
of self-assessment usually comes from optsede, Finally an “organisation™
eam function within a “totalitarian regime'; an institution can funciion
only in a genuine democTacy. An instituthon, therefore, grows over o
period; it requires at least two (o three years before o group begins 10
develop clear zigns of an instiution. I is also guile possible for a
functioning institution to loose its culiure and undermine s systéms
through external or ioternal causes. An institution therefore requires
both time to develop as well as constant commitment of all its members
f remain healthy, In short, 38 must develop its own vision, i3 0Wo
finamcial and orgamisational management systems. it own fearoing
mechaniams and the confidence required to link up with others to protect
itz identity and independence

2.4. Affinity:

The Mission Statement does not contain the word “affinity”™ to describe
people’s institutions. This is becawse Myrada fosters a variety of
imstirutions, all of which do not require to be based on affinity, though
there has to be & degree of mutual support among members, IE s the
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ipstitutions at the lowe mk@ha@s@ﬂ@ﬂﬂﬂm
affinity pmong (ke members. Myrada also promobes IFIEI.1:|1.I-'|I'E.:IHE at g
higher level like apex hodiss and watershed associations. ILis, however,
MW.W_Man_' -| awest leve].
They afe the base institurions in Myrada's stralegy lor socia)
uanéiu:mninn. The Misgion statement uses the word “ratual st g
describe the institutions that Myrada’s fosters. This “mutual tras™ jg
required by all types of institutions; in the self help groups, however, |y
refers to “affinity”. Affinity is buced on matual trust. Tt 'r?m-m-:: Eoeg
beyond 1o inclade the com plex set of relationships thist 'ﬂ:t.st amu._-.g the
member: of a group and which is today referved to as “gocial copinal”

ﬂmnluﬂmﬂm_hmnﬂﬂlﬂﬂmmm- Identifying
affinity, however, is no casy matker. Ii requires thal intervenors anioad
ihe package they often carry - a package of pr-:a:l:!arml'r.wd eriteria to
select “beneficianies”, ideclogies that tend o be absolotist and binses,
The pressure to spend money and the growing trend to form villags
groups quickly and to invest them with funds to implement pn‘:np;ra.fqmu
must be resisted; such groupings tend o become Il.tl: last hink in the
delivery chain; their members have little sense of affinity and uvfnm:ﬂup.
Affinity will not be a major feature of a group if it is formed primarily g
lobby for a particular nbjective of to implement any activity The members
may have one ohjective that is common 1o all, but there may also be
geveral situations where their interests arc in conflict. For exampbe, &ll
the people in the village may have & common objective o ged a walss
system; here their [Rieresis coincide: but they may also be a sei of
appressive relations based on moncy lending and labour; affinity confot
be based on these relationships.

Affinity is based on a set of inter-relationships among ngup m:mﬁ
mutual trust is perhaps the main source of these relationships
there are also several other binding inter-relationships E.rf support and
inter-dependence as well as the sysiems that povern their activity

B
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the culiure ihat they develop; this set of relationships could be described
as the SHGS “social capital™ which provides the basis of its sustainability
and the guarantee for any loans given to the SHG. These institutions
give the poor space to grow in confidence and skills. This is wrn helps
them o reach out to forge links with other institutions, bath formal and
informal. Affinity can be strengthened by group percepiion of common
threats from outside. It can be weakened if individual aspirations conflior
with the groups common good.

The efforts to identify affinkty groups often meet with several obatacles
ghat arise from the way in which development programmes ars conceivisd.
It has become the fachion to base programmes or “schemes" on proups.
People are brought together on the basis of criteria established by an
extcrnil agency like an NGO or Government, These seldom develop info
gustainable institutions:. Further, the tendency in developmeni
programmes is o start by focusing on an activity rather than to identify
p group whose members are willing to work 1wogether and to support
each other. Such groups end up by being implementers of Government
ar NGO programmes; they collapse after the project is over (or often
once the funds are disbursed).

While affinity is a necessary feature for sustainability, it is not adequate
to achieve this objective. Taking off from this “affinity”, the group
peads 1o develop it3 own ¥ision, organisational and financial
sccountability, learning mechanisms end linkages - all of which it
interiorises over a period of time. The groop - which develops the
features of an institulion - isin turn able io extend and sustain linkages
with other institutions both formal and informal. It is able 0 do so
because it gives the members a social identity; several studies have
aivown that once the group is able to mobilise people for common actions
and 10 cope with emerging threate, it is respected by others in the village
for its achievement based on its own efforts: it projecis an image of a
responsible institetion with which others can deal.
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Oince they take off, the pooe continue (o need these inGLituLions &0 thy
the objective of sustainability of the impact of invesment can be
achieved, As the group acquires an idenfity, it also altiracls alention
from other sectors of the village, someof whom suspect that their interesy
may be threatened if this group survives sad grows in confidence. The
group needs to be able 1o cope with these threats, Myrada therefore
does not foces only on identifying an affinity group. It realises thag
cugtained effort is required for institution building if the impact is 1o he

lisng fashing

2.5. Appropriate Institutions:

The Mission statement forther gualifies institutions by the word
“APFPROPRIATE”

Mast institutions formed initially for single purposee suffer from over-
lomd over 4 period of tme. Itis 8 common asswmphon that an imstitutiog
in the raral aren can be saddled will several responsibilities all of which
it can implement effectively Myrada's experience indicates that this
assumption is wrong. Milk societies at the village level have o collect
1 certain quantity of milk in ofder to make the milk roule viable To
achieve this target, it has to include in its membership both rich and
pesar farmers who have dairy amimals. The rich farmers have sevaral
animils: they make the route viable. In fact the small farmer with one o
pwir animals rides on the back of the richer farmer, Both rich and poor are
required to make the irstitetion (milk societias) viable, l-[uwr:w.!r. if these
gocieties are given the responsibility of managing credit, the ricker (and
more powerful families} will syphon off the major part and use credit 1
increase their control over the poor, as is comman in Cooperafive
Societies. If credit is the resource to be managed, therefore, thie
approprale institution cannot be one where rich and poor are mem b¢.r3,
it will have to be an institation where only the poor have membership
and which they own. If they do not own these institutions and instead

Arnexre 2 - Building fnstimtiony
s

pave to conform 1o rules and regulations of the official financial systems,
jhey will continue to be exploited. The SHGs are institutions of the
poor; experience has shown that they are also the sppropriste
iH_l;.|1l1.IIi'Z."I'lb IO manape crighil

jn the case of watershed management, a single mstitution is not adequate
L opr eppropeate. Myrada's experience indicates that in o micro watershed
pf about T - 1080 familiss, the dnitial intervention required is to form
gHG: of the poor.  Representatives from these SHGs as well s from
pther groups come ogether o form Watershed Associations, These
| AsEOCHITEOnS form ad hoe commuittees which, take the iniinalive o involve
gil concerned a0 every stage of the programme. The SHGs are in g
| position to lobby for the poorer sectoss and fo ensure that they have o
L ghare in the benefits of the investmant,

A mmilar situstion prevails in the case of Joint Forestry management
WCommittees. The poor may attend meetings of the Committees but have
litle say in the proceedings. On the other hand it is the poor who
depend on the forest for their livelihoods, Myrada’s strategy is to
grganise the poor int SHO3s o that they are gradually able to play an
effective role in the affairs of the Joint Forestry Management Committees.
Myrada’s experience in forestry programmes in the Western Ghats
dicates that the Joint Forestry Committees have capiured some
gomiracts, which formerly went to contractors, bat the poor have hardly
senclitbed. Yet. it must be remembered that it is the poos who ore primarily

ted by forest closure which is being implemented in similar forestry
jects

Joint Porestry Management Committes therefore may be appropriate
tiution fo transfer power to the village but it is not an appropTils
frument 1o ensare that the poor share in the benefits
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FRAMEWORK OF A
PARTICIPATORY
METHODOLOGY TO ASSESS
SELF-HELP AFFINITY GROUPS
AND OTHER COMMNUNITY
BASED ORGANISATIONS

Aloysins P. Fernande: January 2000

(RURAL MANAGEMENT SYSTEMS - PAPER 13)

Summary:

To what extent do Community Based Institutions {CBIz} — whether they
be Panchayats created by the Government, Self Help Groups (SHGs)
formed by MOGOs or Solidarity Groups that emerge on thelr own — exhibit
charactenstics that distingeish them as institutions as sgainst & collection
of individuals

This paper attempts to:

k. Outline the six critical distinguishing characteristics of a
tunctioning instifution

ii. Elaborate on a process throwgh which CBIs can be assessed
against the above characteristics.

m, Sitroce that this process of assessment 1% nol o grade orF rate the
CBIz bul to enhance the CBls own skills of assessment and
understanding of the need o periodically assess itself so that
every decision it takes is viewed from the perspective of its
organisational leaming, health and sustainability

—
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PART 1

Asgessment of Community Based [nstitutions has drawn the attentiay
of developmeént praciilioners in recent imes. Several approaches apg
being tesied and different methods used. Among the lattes, these thag
bave drawn most attention are methods, which have focused on
participatory methods of CR1 asscssment, even though the hurdle of
guantifying the data has nol been satisfactorily overcome.

The focus on assessment of CB1s arose from the increasing IMporiznce
given to the objective of sustainability of impact and smpowerment,
The underlying assumption is that people’s institutions al ihe baps
contribute significantly (o custainability of impact of interventions ay
well as to the strength of civil soc iety within the broader framework of
promoting self help. sell celiance and democracy. This assumption hag
been tested by several studies undertaken by International, National
and Local Organigsations and found 1o be valid. There is adequate
evidence that institations of the poor when fac ilitated to evolve inbe
vibrant institubions play 2 critical role in fostering empowerment of ths

poor and marginalised in & susininable manner.

This paper describes & participatory method to assess village
institutions; 1 does nol claim o be comprehensive, nedther does i
have any pretensions of being the best. It is part of an on-going gearch.
It does not offer any method o quantify data, though this can be
attempted. It presents & “friendly tool” that can and has been usod .L'l:[
extension staff with experience in promaling participabory siralcgies
in development. Given that Myrada and ather NGOs have formed
shousands of CBls, assessment of CBIs need o be made rapidly and
by a large mumber of staff. I have called this approach Rapid Appraissd
of Institotions (RAIL)

Asiiegiire 3 - Framework of o Participatory Methodoilogy io Assess..

Though this paper is primarily intended to help staff azsess the CBls,
jt must be pointed oat that CB1s, like living organisms, are constantly
ghangtng. Asgessing them in a one shol manner is useful but not
gdequate. The ultimate ohjective 1% to increass the capacity of the CBI
o assess isell so that every decision it takes is viewed from the
perspective of its organisational health and postainability. The capacity
for self-assessment is, indeed, one indicator of the CBls strengths

The questions listed below, therefore, are also intended to build up the
eapacity of the CBI 10 assess itself. These questions musi not (repeat
nol) be handled by the staff in the traditional interview mode even
though it may be participatory — namely within a focus group. Thess
are not questions, which require answers immediately from the group,
but should be used 1o poide the discussion, Each question, therefore,
should be strategically présented and not necessarily in the order given
pelow. The objective is to enable the CHI to assess itself very broadly
gl the end of each set of questions. Brietly, the very exercise of
ppsessment, even though led by outsiders, must be handled in such a

wiy that it helps to train the members of the CBIs 1o assess their own
institution. The assessment must be carried out in a participatory

ganner. This requires that the facilitators, staff and people (members

af CBIY be involved at every stage beginning with the planning required

far the exercise. There are several reasons for promoting this level of
participation; one of them s that participatory methods have emer ged

#4 the most appropriate instrumente of communicating skills — in this

gase the skills of asscsament — to the members of the CBIs

How To Condnct This Exercise:

The CBI should be broken down into two or three small groups and
gach sub-group “interviewed” by two or three staff members

The staff who handle this exercize need 1o have experience in working

with groop's. At least 3 to 4 years of experience i3 required to handle
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« CBI to divide itself into small

groups of 5 to & membert.

Each subs-group to debate on all
questions listed in the following
pages. If possible, provide one of
two Facilitators for each sub-group
who hive uaderstood and can
claarly exploin sach questinm

Each small group makes a
presentation of ils responses (o
the key questions

&imilar and dissimitar responsas to
be noted — where views dilfer, if
they cannot be reconciled, they
should atleast be probed

Others who knosw the CBI can also
be asked 1o contribute therr own
AEapsEments

Record the process and the
putputs  where they -can
periodically be accessed and
reviewed by the CB1

thiz cxercise. The assesimen)s
af each sub-group can then bhe
discussed in o general meeling
where the entire CBI g
present as well as a few other
concerned invitees from the
village. Triangulation, where
vigws are divergent, ¢an be
attempied. Consensus can
then be reached where
possible, and where nop

clearly documented.

The siaff who zre involved
with the as3e3sment eXerciin
a5 well as others who have
interacted with these CBls can,
on their own, assess the CHIS,
The output of the twe
assessments can be compared
for deeper inzights to smerge:
It is accepted that ol

gssessments  will  have

underlying subjective biases, Efforts to identity and share them oipenly

are required.

It is also possible 1o guantify the output though there aré

Anaexire 3 - Framework of a Paritcipataery Methodology fo Assess.
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Theoretical Framework: -

This papor suggests that the CBls assess

themselves or be assessed against two
ez of indicators:

el

DOine set covers the six erganisational features, which are normaliy
identified as. critical to the sructure and lenctioning of any
organization of ingtiution. This paper and the exercise it offers
refer only to this frst sef of indicators,

The second set of indicators helps in aszsessing whether these
CBls are implementing the objectives of the Project, While ina
well managed project, the CBIs will be supported o develop
their own Vision and Mission, they also need o share the major
features of the Projects Vision/Mission since at the field level
they take the initiative to plan, implement and mansge the
Project’s interventions. For example, the Project may seek m
strengthen all or some of the concerns related o sustainable
development, namely, a) maintaining an explicit pro-poor focug:
b} promoting affirmative action to address gender injustices and
imequities; ¢ assuring responsive, accountable and iransparent
governance; d) securing envireoamentally sustainable
development, and ) generating sustainable sources of income
in the non-farm sector, The second exercise suggested could
enguire whether the CBIs fostered by the NGO are promoting
these ohjectives of the Project. This facet has not been exploped
in this paper

limitations to this endeavour. This paper will not cover the
attempts to quantify the output. The need for quantification and
how to go about it can be discussed in the preliminary workshops
that must be held at the beginning of the assessment.

PART 2
The first set of indicators against which the CBT is assessed comprises

i s1x organisational featares, which are accepted commaonly as critical
ko the health of any organisation

=
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MAJOR FEATURES OF AN ORGANISATION

Senpdified Yerman
af fhe Spicker Py
Dilagram

ORGAMISATION AL
VISTONY AN AGENENST

JAESETCH SYLTIME

LEARNRIPG &
EVALUNTION
EFFORTS

CRSAMNISATIOMNAL
ACCCUNTABILITY
HMORMAS

1. Vision:

Wision is & mental picture of the institution and its potential impact in the
future. It iz what an institufion hopes will happen both to itself and o
itz members if it dreams are realised. A set of values forms the basis
and gulding norms of an institution's vision. Beliefs and valwes produce
and sustain instiiutions; this sel of values drives the institution 1o
intervene sirategically in oeder to fulfil its vision; it also ensures thal
the imterests of the nstitution are kept above those of its individwal
members. This is particularly true of an institation, which sees itsell as
a change agenl in society, True the inferests of the institution and
those of its members are closaly inter-linked, but in an institution

Amnexare 3 - Framewark of a Pardcipatory Methedology o Afzesy,.

e

devated to change, the interests of its members cannot override those
pf the mstitution. It must be noted that an institution is based both on
g system of beliefs and values, as well as systems that support its
functions and programmes.

Every instilution needs to develop a vizion of it
gwn it 15 to be an instifution in its own right in
keeping with its name. Vision building iz not a
one-shot exercise; it requires time and
imvolves a series of cxposures and modales;
wision is o critical feature of all types of
LCEBls and particolarly of CBls, which
have social objectives like the ones
fostered by Myrada. Tt is also built on
people’s strengths, which can be directed towards fulfilling their
livelihood needs as well as their socisl needs like reduction of work
and drudgery, better transport, health and drinking water. It grows as
people’s confidence increases and as people’s sense of ownership
gxtends beyond their immediate assets like a howse and fields and

local institutions to include natural resources related with the
environment and other institotions. [t is norhered by and in turn Bartares
certnin core walwes, which help to reinforce the vision when periodically
recalled and reflected on

The questions related 1o vision building which form the framework for
focus group discussions on the basis of which the members of 2 CBI
can azsess themselves and in torn be assessed are the fodlowing: (Group
= Community Based Institution. )

L Why did the mltmhr.ﬂ:jui:n e En_'.up':' [imdividual motivation of 3
or 4 far taking group membership}

i Why are they continuing o be members?

1 Con the ¥ deteribe one pehiavement of the group of which rh.-e:,r are

prowd?
Y
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4, How da I:|1|L'_'|.' think the ETOUD Was able to achieve this? Lizt tha The qu:—;liuna can be divided inio the fallowing main gubi-geciong
strengths of the grouwp in this context Seviral qussis rolating b g it Thess qusitions
5 In five years time what would they like therr group to be? (Ensyrs are important (o understand
that the answers do not list activities — or whal t do.} the strecture of the group
[} How do they want 1o sze this village or commumity in 10 yeare For example, if 2 leader was
time? {Ensure that the cutput 1 oot a st of activities, once agaiy i ' chosen firat and she or he
it is what they would like the community/village to be, not to do 4 was asked to form s group,
¥ What are the present activities of the group to achieve the visiog this :hnm':r.x e I_hal e
ol the group and the vision they hawve of the villogs? &_' i Wil sEorine o
dominate the proup. [T the
B What are their future plans to achieve the vision of their group — leader in such a group also
and the vision of their village? has 1o také on scveral
9 When the public (other villagers) talks abour their group, what do responsibilities (like Manager, Chairman, Secretary and
they expect the public to say thesgroup stands for? (Gulde the Accoantant) then hefshe tends to dominate. Such @ situaton
discussion towards ebiciting the core values of the group = of could weil lead to new refationships of dependence between the
atleast those values subscribed to by most members, {Would they leader and the other members. IT people from several villages are
like people lo see their group a5 ane which supports the poar, grouped together mainly to reduce the time and trouble required
women, children’s aducation, esvironment, waterfsanitation, salf to visit smaller group’s in several villages, several may be left
help and progress, women's issues’) out who cannol ar da not want to join the large group, In Myrada's
[ What is the members” self-assessment in terms of the CBIs and projects, groups are formed on the basis of affinity among the

Villape wision, and interms of the strategy to implement this vizion?
Has the vision influenced their thinking, discussions and actions?
Can they give examples? (Scale: excellent, good, not so good,
weak). The group should agree on 3 indicators o back up ils
azgegament and list them.

2, Organizational Management:

Organisational systems, which support the functions of an institution,
are as critical 1 18 health as beliets and values.

membears. Affinity 15 based on muiual frust and could arise from
ceveral factors; €., same caste of community, same place of
origin, activity, livelihood source, religion or economic staius.
The network exists before Myrada intervenes. The rale of the
MWGO is to build on these relatienships and o help the members
to develop new ones (o support the new responsibilities and
roles of the CBL Groupe are not formed on the basis of criteria
determined by the "scheme” or the intervenor,

The questions refating to this sub-set which form the framework
for focus group discussions are the following:
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1.2,

When wis the group formed?

Who or &t whose inipanive wat the Eroup formed? MO

Government or local person?

How did this initiator go abowut forming the group?

How many members does the group have (group size)?

How were the members identifed and selected (erifena)®

How did they actually bacome members, given the above criterg

Why did they join the group? (List responses from the memberg
and cotegorise them, )

(a) What is the group's self-assessment of the level of memberg
participation in the group formation process (scale: excellent,
geod, not so good, weak)? The group should agree on three
indicators and come (0 @ consensus on each,

(b} What is the group’s assessment of its sense of ownership
of the CBI {scale as above; list three indicators to back up
its assessment)?

The second sub-set of questions relates to group Bules and
Begulations (R&R). It is important to note here that though some
CBIs are s2t ap by Governmen! Departments and have to abide
by certain AR, there is no ban on the CB] formulating additionsl
rules to cover new responsibilities. In fact, even if the Governmenl
preperes a sl of RE&ER, the group should review them and chanpel
adapt them sccording to the group's vigion and roles To @s,
therefore, useful 1o know whether the CBls have modified or
ndded to its rules. Since sanctions are critical for the continued
health of any organisation, questions regarding the inclusion of
ganchong i the B&ER and who ealorces them, are |mp-|:|rlai'|1 for
organizational health. If, for example, sanciions exist bur fhey

Annexure 3 - Framework of a Parrticipaiory Methodology to Arsess. .

have to be enforced by the village leader (who is not @ member of
the group), then the group needs to build up its awn
organisationzl strength and credibility o enforce its rules if it is
to survive and grow

The questions under this sub-set which form the framework for focus
group discussions are the following:

L
r &
%

12,

Are there written rules and regulations (R&R)?

Have all the members seen them in writing'print 7

Wio made them? When?

How often, in their opinion, should R&R be discussed in the iriieip?

Have any training sessinns been held in R&R for all the members?
For office bearers only?

Can the group mention three RE&ERT

Does R&R include any sanctions? Should sanctions he ingluded ?
It yes, why? Have they been enforced 1o your knowledge? 17 sor,
by whom?

Was R&R revised? Give one example
List three major problems experienced by the CBI
How did they arise? Were R&R the cause of any of these problems?

What is the group's self aszessment of the members’ observance
af the R&R. {Are they adequate? Do they need chanpe? Who will
change them? Do they cause mors conflict or reduce it?

What is the group's self-assessment of the members® observance
of the R&RT (Do all respect and follow the R&R T What happens if
some do not? Do all respect sanctions ™)
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2.3

The third sub-sei of questions relates to Group Meetings. Thess
are helpful to assess features related to dependence and exclusion
For example, if we find that the average atiendance is low (below
§0% ) then it 1% guite possible that the regular absentees do mg
want to be in this particular CBI. The assumption that they are nog
interested in attending meetings and getting involved {in other
words that they are lzzy or disinterested) needs (o be tested. If g
decizion is taken that there should be only one CBI in the area (g
group of villages), them it 16 quite possible that several familisy
which belong to n small group will be left out and in most cages
they will tarn oul ta be the poorer families in the area. It is alsp
useful to make the CBI members aware that the dute, bme, place of
the meeting as well as the agenda should be decided by the group
and adhered o, Cironp's that leave these decisions to their leader
usually tend 1o be dominated by, the lepder’s agenda

The questions under this sub-set which form the framework for focus
group discussions are the following:

1

Lh Lk

g =h B

[}

Who calls the meeting - who fixes the date, time and place?
What is the frequency of meetings?

I: the date, time and venus ol the meeting fixed? Or do they change!?
Is there an attendance register? s it maimtained? By whom?
What is the average attcndance ot group meetings?

Is there a minates bookT Is it maintained? By whom?

Is there an Account Book? 15 i1 maintained? By whom !

15 there a Bank Account? Who operates it

Who actually/phyaically holds these books? Where are they kept?

[s there a written agenda for every meeting? Who sets the ngencla?

Annexare 3 - Framewark af a Participatory Merhodology 1o ASSEss..

What are three important items that are regolarly on the agenda?

How does the group ensure that decisions laken tn e group
have the approval of the majority and are known (o all the members?

List the “office bearers” and indicate what reles they actually
perfirm.

How does the group assess the level of participation during
meetings (good, not so good, weak)T WhyT Give three indicators

The fourth sub-5et relates to Capacity Building, including
learning of CBIs, Here the focus iz on finding out if there was

training for all the members of the CBI as o group or it least for
a critical mass as o group, The focus on group raining 1s cnbical
is critical here. This section does not focas on training for
individuals in CBls or for individuals in several CBIs who manage
the same or similar functions, e.g. all bockkeepers or technical
hands. Training a% a group is important for the group to build a
vision, to develop its own R&R, for arganizational accountability
and learning {which will be discussed balow),

The questions under this sub-sel which form the framework for focus

proup discussions sre the following:

Has any training been provided to all the members a3 & group?

What were the modules? {Mame them). How long did cach module
last? Where was the tratning conducted ? (Villoge, Training Centre)

Did the members find the training vselul? Give two examples of

why they found it useful.

Have the members as a group visited any other group or project?
Which one¥

Has the group made any changes (additions/subiractions) o R&R?
{Thiz was ditcussed earlier, but bears repetition in the context of
Capocity Building).

&
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I3 there a policy to rain members to take over responsibilitey j,

the group?

When were office bearsrs/representatives/chequs signatories [ag;

changed? How many times have they been changed sincs

imception of the group™

Have audits and reposts been discussed in group meetings?

g Hawe follow up dctrons been taken to address audj
recommendationsT

b. Are reports/feedback and assessmenis made by Projecy
Management {Project Officers, M&E officess) or consaltangg
shared with the CBI?

¢ Dwoves the group fake follow op action on recommendahong
made? List three

List the official responsibilities performed by the group officials!

represenialives.

How does the group ensure that esch of these official duticaf

responsibilities are shared or rotated among different members?

Drescribe three major legsonsfinnovations/ideas which the groap
learned! implemented during the past six months

3. Financial Managemeni:

The guestions wnder this section are the following:

|
.

Are the Books of Accounts properly maintzined and opdated?

Are the members concerned 1o know what 15 the tofal common
fund? Who are the defauliers? Can they give the total comomon
fund and lise the regular defaulters.

What are the sources of income of the CBI? For what purposes? Is
it clear to-all?

Annexure 1 - FI"-'MHW-:IH:_LH' d Farticiparary .'l-:l'.tr.l-i.;'u.:!r.-r.pﬁp.l.; Arsess...

How are decisions made regarding expenditure? What iz the

process of decision making? What are the supporting documernis

(mundies, plans, estimates, bids, vouchers, etc.)? Does the group
/-r""-_-"\_\

manths regarding management of cash ar —

inputs? Describe them. How were they l\‘h___--"'/

sorted oot? TE, g;u

s

Rs.

) SUSPT,

What are R&R relating to financial management? Can the members
1150 3 major ones.

maintain regular expenditure vouchers?

Have any problems arisen during the last six

Where is the cash kepi?

Does the group apply any sanctions for
mismanagement? Who enforces it?

What 15 the group’s self-assessment of the process of financial
management? (Scale: excellent, good, aot 5o good, weak). List
three reazons for asscssment

4, Organisational Accountability:

Regular change of leadership is imporant. Other concerns relate o
whether the reports and asscszments made of the project have been fed
hack to the CRI, whether the complisnee audit reports of the CBI are
placed before a body either outside {Government) or within (members).

The questions under this section are the following;

L

2

How has the group changed the leaders {representatives)? Did
the lormer leadership appoint them?

What are the groep's criteria for selecting leaders
(representatives}y List them. Were they observed 7 I not, why 7
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Does the group ensire
thit compliance andits
are cartied out yearly?

Does R&R include
issuss  related o
organisntional
gccountability, e.g.
need to present reports
end compliance audit reports (o

members.
Are manapement committes members

or leaders of the sub-groups, related
by bonds of blood andfor marmiages?

How frequently does the Village grganisation require the suhe
committees to submit their financial reports and compliance audi
reports b the higher authority (V.0. Government) and to il

members?
If noit, are there plans to submit them?
I3 thers any practice of applying sanctions? Whe enforces them?

What benefits do the following get from the CRI; President, Vice-
President. Secretary, Accountant, members?

Does the CBI ensure that benefits (loans or facilities) are shared
a0 that the weakest also participate in decision-making, pet a fzir
share of resources and access to facilities? How? Chive two
examples of the wenkest/poorest in the group, who have
progressed and who have held positions in the group.

What 2 the group’s self-assessment of the level of iis performance?
List threa réasons for the assessment.

B An.u._-.l'ul-.r g - Framewark of o Pﬁl‘.'.irr',ﬂﬂ?{-"j-' Hrr.tlr.lﬁ'ﬁl'l;.l_u T P
5. Linkages:

Supportive linkages amang CHI: within
every village and with CBIs/Institutions
outside are a critical factor for
sustamability and empowerment,

In this section, exercises can alsn be
conducted to ascerain the perceptions of
each CBI with regard 1o other CRIs in the village.

Ny
Perceptions regarding “empathy™ and “importance’ of respective

CBls are important indicators for intervenors who are formulating s
strategy that works iowards achieving a level of Fynergy tmong CHIs ai
the village level, The FRA exercise of the Venn or Chapairi Diagram can

be used to ascertain relative importince of CBIs and the relationships
among them.

The questions under this section, which provides the framework fir
focus group discussions, are the following:

L Number and types of CBIs in the villoge [formed by the project,
ather NGOs, by peaple {on their own — both old. i.e. traditional
and more recent ones) by Government, eie.]

What are the major fanetions of traditional CBI47 List two or three,
3 Can the group renk all the CBIs in order of importance — in the
ErOUps” percoption?

4 How does the CRI “empathise” with other CBIs in the villaga?
Does _:l have any programme collaboration with another CBI?
Describe one such action? (Venn diagram can be used to ascertain
relationships).

5 Is this CBI linked to formal imstiturions such sz banks MGk,
Government and private instingions? How?

&
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&  Is there any competition among CBIsT Between which ones iy
particular. Tn what way? Describe two ex amples. In the groupty
opinion, is this competition good™ or “bad” for the members?

7 [ other institutions in the aren know aboai this CBL?
B With whom does the group wish to establish linkages? Hag |y

made zome effon o doso?

6. Learning / Evaluation:

Questions relating to this

feaiure have bezn lnn:lu.d:d "E 9 9 E
in the above five sactions . ey
whenever the group is asked 3 & €8]

to assess itzelf and
whenever the group i asked
whether and how it uses feedback from audit (financial and systems)
reports and regular managemen! résponses related fo _lnnu'll':ﬂmg
progress. However, a few questions can help the group b0 focus on the
need not only 10 be open to suggestions and to new ideas but also o
pro-actively take initiatives Lo learn from other experiences and new
sreas of income generating and livelihood oppostunities. The group R
needs to realise that time spent on analysing and reflecting on ifg
experiences is an important input in the process of growth.

M

The intervening agency, however, must also be a“learmimg oTganisatian’
i1 % 1o share this commitment and concern with the CBI it fosters.

| Has the group made any effort to exchange experiences with othes
CRBls in the village? If yes, describe one such interachion.

2 Has the group interacted with institutions outside the village? If
5o, list them. What are the resolis of this interaction® Ligt ome

1 Toes the group assess the capacity of each membes periodically
and plan 1o provide opportuaity 1o éxch one 1o increass 10

E

S

Ammerurg 1 - Fromewark of a Parficipalory Hrn‘ﬂrl:a__g?__t:.-x i F AARERTN.,

liwelibood skille as well &z 10 confidence and ahiﬁl:ﬂ' ix} ncgulialr
with others particularly with middlemen? Give examples.

3. Have the members made any efforts o increase therr lierscy and
numeracy skills?

5 Have the members taken anv imitiative or have they supported
any initiative to start and manage & reading room in the village, or

any other regular system and structure for dissemination of
information?

To Conclude:

As already indicated a system fo ascribe oumerical values (o the
responses is possible but has no! yer been worked out in detail in
pyrada. However, quantiTying the data and giving the CBI a “grade’ or
g ‘rating” is not the primary purpose of this exercise. What are important
gre the responses (hemselves, what they reveal about the CRIs 1 the
members themselves, how they can halp to transform the CBI from s
present level of fusctioning, and what guidance they can provide to the
project staff on how they can suppaort the CBI to acquire and sastain the
characteristics of a mature and functioning institution. M
o

—
—=( )=
Aloysius P. Fernandez ot <
January 2000 v

Bangalore
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Appendix:

Myrada has fostered several types of CBIs in all its projects. The
following CBIs are the primary partners of Myrada. (Status as on
June 30, 2000)

Self Help Affinity Groups (SAGs) 6,766
SAQ Federations 430
Watershed Institutions 265
Watershed Federations 3
Village Development Councils 2
School Betterment Committees/Parent Teacher Associations 381
Village Water and Sanitation Committees 81
Farmers Associations 2
Children Clubs /Study Groups/ Children Theatre Groups 531
Village Forest Committees 487
Resource Centres 14
Natural Resource Management Centres 8
Others 149
Total 9,149

* Others include Street level and Stand post committees;
Programme Implementing Associations, Project Health
Committees, Youth Clubs, etc. This list does not include
institutions formed in projects where Myrada has deputed staff
or where our staff is providing support on a long term basis in
India and abroad.

Annexure 4




GUIDELINES FOR WORKING
WITH SELF HELP GROUPS

Dieceniber 1994
| (RURAL MANAGEMENT SYSTEMS - PAPER 31

['his paper i not typecal of the papers that are usually brought out under the
EME Series. However, it 15 not completely atypical either, While it 15 not a
document of experiences, 1l does comtitute a body of gndelines that Bave
evolved over the past five years through experiences related 1o the growth
and development of self-help growps in whose formation and functioning
Myrada has had a major role to play. In that sense, it is in continuity with
REMS paper 15 {Charucieristics that can describe a singha as “good™) and
RMS Paper 17 (Guidelines for the financial menagement of Myrada ChMGs). Tt
has drawn from some of Myrada's eardier published popers and documents
and has been writien in direct response to the various issues rmsed amnd
needs expressed - ag described below - by bankers, NOO siaff, government
piffucers, and other such paople whom Myrada has been Fortunie in inleracting
with, and who shore an interest and commitment towards the well-bemg of
gelf-help groups. The contents of this paper summarise the collective efforts
of Myrada staff and of the SHG members themselves in developing these
guidelines. It is divided into several segments, each sddressing a specific
area of concern.  Each segment has been separately aumbered oo that it is
compieie in itsell and con stand on i1 oW

The papers that constitute this document have been earlier brought out
varinas forms by various Myrada Projects and circulated to interested
persons through training programemes and as reading material. Unformenately,
they kave sometimes been appeopriated by persons wheo have used them o
generatis texts of their own, without acknowledging Myrada. We are happy
if our documents are of use to people; that i why we share them as widely
as we can. However, if they are to be reproduced in any form, we would
appreciate thar Myrnda be acknowledged.

&
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Guidelines for Financing Self-Help
Groups

(CHECKLIST FOR ASSESSMENT OF SELE-HELF CREDIT
MANAGEMENT GROUPS BEFORE LINKING WITH BANKS
AND OTHER FINANCIAL INSTITUTIONS)

This checklist has been developed by Myrada based on ity
experience of working with self-help credit mapagement groups and
promoting the direct linksge of sell-help groups with banks.

Bankers whe have had litile or no prior experience of working with
self-help groups often ask us what they should be looking for in
assessing the creditworthiness of a group before lending to them;
thiz checklist is intended 1o provide thém with a few of the guidelines

that they are looking for

atbeast & months prior to application for external finance/bank loan
Verilied and found o be satisfactory
Yerified and found 1o be unsatisfaciory
Mot verifisd

Comments ; -

Annexure 4 - Guldelines for Working with Self Help Growgs

. The Self-Help Group should have had eredit ransactions (i.e. lending
o and recovering from its members) with its own Common Fund for

1'\.I

The growps internal overdues of peincipal and interest on loans taken by
members from its own Common Fund - prior to applicaton for exiemal
fimance/bank loan - must not be more than 15% of its wotal outsganding koan
amount. The length of such delayed payments must not have excesded 12
mianths at the time of applying for external financefank loans.

Verified and found to be satisfactory

Verified and found 10 be unsatisfactory

bhod verfied
Comments

Atieast 80% of the group members should have taken loans from the
group’s own Common Fund prior to application for external finance/
bank loans (1.2 all boans should not have been comered by a few members
only}h

Verified and found to be satisfactory
Verified and found to be unsatisfactory
Mot werifiad

Comments ¢ _

The wend of bersowing within the group should be in favour of
production activities (atleast a ratio of | - | between production and
consumplion loans).

Verified and found to be satisfactory
Verified and found 1o be unsatisfactory -

Mol verified
Commenls :
There should be evidence of regular savings by gll members (ie. a steady
growth in savings), and per capita savings of atleast Rs, 3000 prior (o
application for external finonce/bank loans

Verified and found 10 be satisfactory
Verified and found 10 be unsatisfactory
Mot verified

Codmments ;

6 The Group's Minutes Books and Books of A ccounts should be property

and independently maintnined (assistance of a literate person can be

hired, if necessary, and paid for by the group out of its own fupds)

Verified and found 1o be satisfactory

Verified and found 1o be unsatisfactory
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Wit verified

Comments
7. There should be evidence of regular meetings as per the normg
estabilished by the group, with minimum B0% atiendance at any givey

meedmg-

Verified and found 1o be satisfaciory

Verified and found o be unsatisfachory

Mot verified

Comments : — -

% The Group's Comman Fund should be in regular circulation as evidenced
through mimimum bank balances in the group’s bank AcCOUNT (a0 3verage
of less than 15% of the group’s Common Fund oves the preceding 12
months]-

Werifiad and found to be sansfaciony

Verified and found to be upsatisfactory

Mot werified

Cormments

Other points :

. The banker should have atténded mors than one regular meeling
of the group that has applied for the foan.

. The hanker shoald ask for and study the Audit Report of the group
for the preceding year (the Audit need not necassanly be done by
o Charterad Accountant).

. The loan cheque should be handed over to the group in the presence
of a3 many members a5 possible.

. The banker must afso play an active role in ensuring that the loam
1§ repaid as per the terms of the Agreement

Annexurg 4 - Guidelings for Workineg with Self Help Groups
Guidelines for the Evaluation
of Self-help Groups

{To decide il Myrada’s invoelvement can be phased out)

We are aofien asked haw we decide when a group can begin to fanction on
it own withoudt day-to-day contact with Myrada. “Phazing owtl' does not
happen suddenly; it is a gradeal process. When groups are new our staff
are present at almose all their weekly meetings. This iz followed by a
pericd over which our Training Siaff provide regular rainings o the group
members on group development, income-genarating programmes, credil
management, common fund énhancement, documentation and book-
keeping, responsibility sharing for groop administration, establishing
linkages with other institutions, and pwareness on various social and
developmental issues. All these traiping programmes have a bearing on
the provps' day-to-day functioning. Meanwhile, our staff slowly reduce
their presence al group meetings fo once of iwice 3 month or even less.

There comes & point when our staff stop attending group meetings of the
glder groups aliogether. If the groups do require cur assistance once ma
while, they corme 10 our Office and ask for it rather than the other way
around. Our eontacts with these groups may be ot Federation/Apex Body
meetings of which they are members. We have had instances where older
ErOups requiring tratning inputs are even paying some faculty charges; in
other cases, some of the group members themiselves are providing training
i ther groups, independent of Myrada. The awdit of group sccounts is
also paid for by the growps themselves.

& single staff member, who can only work with 10 0 13 groups at the
inifiation stage, can now support over 30 groups opce they reach this
stage of managing most or all of their affairs independently

Total discontimeation of all forms of contact results in some of the groups
deteriorating or collapsing. After a decade of experience in working with
seff-help groups, Myradn has realised that many groups do needa ‘rallying
point’; o psychological reassurance that “some one out there is interested
inus”, We, therefore, recommend staying in touch through Federationg/!

- &
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Apex Bodies but interaciions are far less frequent and qualitatively
different. The Guidelines that follow are an indicative check list of whether

that stage is reached
Section A
Mame of the group:

Adtdress of the growp: .
Membership composition and number of members:

Men |
Winncn ——
Toeal

Manth and year of group formation/Age of the group: - 1
Punds available with the group as on date of this evaluation:

— —

Amonnt

Source
Membership Fees
Members® Savinps
Imterest On Loans
Bank Intsrest
fFines

Drspalions

TOTAL = i
Section B ¢ Essential criteria that the group must fulfil

Score “1' if point is fulfilled and *0" if not. There are no 500068 in:

beiwoen

These criteria must be essentially present in every group; Even if oneis
I L o
not present, it means the group requires focused attention for 30m

more fme

i

= Anmexure 4 - Guidelines for Working with Seif Nelp Groups

The group iz meenng regularly without being azked or reminded,

Score :
Comments! 3
There is atleast 30% attendance at any given mesting
Soore -
Comments:
Loans are availeble to all members and not just the same few,
Score |
Comments:
There is a regular rotation of leadership and responsibility-sharing.
Score -
Comments:
Hegular savings are made by all memberss.
Soora
CopnEnmesis:
The pmount of defayed repayments of loan . instalments by members
to the group is not more than 2048 of the group's total cutstanding
toan amount; the length of such delays in repayment is not exceeding
12 monthe in any single cage.
Seore
Comments:
There are oo delayed instalments of loan repayment from the group
0 any external source of loans.
Score -
Commenis:
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B

it

—

['he group's documents and books of accounts are well-maintainey,
withoal any assistance from Myrada

LTy, g

Comments: — —_—

The total Common Fund in the group (minus borrowed capagl)

amounls to atleast Rs.1,000¢- per member,
Score

i

Cormmenls: —

The ratio of fand deployment {loans advanced to members} betwesn
productive and other purposes is not less than G040

Score -

Commenls: —

Alleast 50% of the group members {or their families) possess a regular
eaurce of income.

Srore ;

Comments: —

. The group & in contact with other institutions for technical andfos

financinl resource mobilisation

Soore :

Comments:

{Secrion C follows)

Annexure 4 - Guidelines for Working with Seif Help Groups

Section C - Optional criteria that the group may fulfil

Score ‘17 of point {5 fulfilled amd "0° if not. There ére no sCores in
etwesr.

These criteria are optional; they need nod be considered in deciding

whether to withdraw from a group unless the évaluator has some specific
comcern in mind.

I. The group has atleast one wained promoter and access 0 1he SErvices

3

of other tramed proseoders (@.g., in accounts, health and mid-wilery,
elo. )

Sgore:

Commemna:

The proup is a member of & local Federation of similar groups { Apes
Baody)

STOrs :

Comments; —— —

The group has an adeguate place o meet where all are allowed to
enter.

Beore

Comments:

The group is successfully managing atleast one Group Income
Generating Programims

SCore

Comments: o

The group has implemented some community &clion programmes
and is capable of continuing to do so independently.

St -

Comments
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—_——

f The group has successfully conducted literacy, numeracy. and
functional education classes for ita members

Score —

Comments: =

=i

The group is involved in promoting some social and cultoral activitieg
smong its members and the community

Commenis:

.

8 The group has made atleast one effort 1o promote socizl justice andy
or prevent the exploitation of itg own members by othars.
Soore

Commenis:

{ Kection £ ,I':::I.I'n'n-;j

Section It Dther critical points
This section has YES/MNO feaponges N-:g;ll:'.l.'e responses have to be
given serious consideration in deciding whether to phase out of the
Eroup.
L Duoes the group have any lisbilities against Myrada ?

Yos o — s

Comments: —

2 Has the group undergone the full training syliabus with minimuem
E0% anendance in each session ¥

by - AN 1, |1 A—

I:i:lIFIIHLIIB —

C

Annexure 4 - Guidelines for Working wirh Seif Help Groups

3. Is the group Follewing its rules and regulations properly, with
ganction and contral mechamsms?

es: o

Commants:

4 I3 the group following collective decision-making processes 7

Yes bo

Commends

5 Does the group have a clear vizion and plans for the future 7

Tes ! I |
Commenis
{Secrion £ follows)

Bection E: Summing Up
b Viieanal oot

Maximum points obtainable K

Minimum points ohtainabis A

POINTS DBTAINED BY THIS GROUF
$ Optional criteria:

Maximum points obtainable LI

Minimum poinks oblainzshle A

POINTS OBTAINED BY THIS GROUP
% Evalugtor’s main ohaervations:
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4 Ewvaluator’s recommendations regarding phasing out by Myrada

Date of evaluation

Signature of Evaloastor

Annexure 5




THE ROLE OF SAGs' IN
WATERSHED MANAGEMENT
INSTITUTIONS - THE MYRADA
EXPERIENCE

Aleypsine P Fernander

(RURAL MANAGEMENT SYSTEMS - PAFER 35)

i. Introduction:

Lo Myrada’s projects, 5AGs existed much before watershed management
programmes were infrodoced. In many walersheds, SAGs were already
funcbiommg for 3 to 5 years before discussions began on watershed
management. This was not becavse of any strategic decision. It was just
because Myrada started forming SAGS in [984-1985 and the strategy
bocame reasonably clear by 1986-97 —(when NABARD gave Myrada a
grant from its B & D Fund totest a ]'!li||.'l! programmae |, while watershed
management programmes started only in 1986 and wok somes years o
crysiallise. In fact when the first watershed programme started in
Gulbarga in the mid-eighties it did not include any component (0 support
the formation of SAGs. Watershed Managemeni strategics spread from
Gulbarga Project to other Myrada Projects during the early 90s.
Meanwhile 5AGs had been functioning in all these projects for 3 to 5
years. The performance of people's insttutions in terms of taking the
lend and ll:ll'll:-'r'alillg in waterahed management 5I;r.1|;i::|_5i¢5 i5 far more
evident in these later projects where the SAGs had been functioning fir
several years before watershed management was introduced. It was this
experience that prompied Myrada fo introduce the formation of SAGs in
all subsequent watershed projects before discussions related to
Widershed management were initiabed

' 5AGs — Self-help Affnity Croups

—
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Why then does Myrada consider that SAGs are ¢ritical 1o watershed
management strategy? Bricfly for four reasons, which emerged from our

experience in the ficld. We discov gred that:

e Ttwas the SAGs that this gave space for the Jandless and near landless
toy participate in invesiments made and opporiunities created in the
watershed.

+  The SAG members who were inducted in the Watershed Miﬂilgl:!.'n:m
Institwtions (W kils) comntributed to the de '.-'e[l:upm-:n[ﬂfr:n:gamﬁmaum|
and financial man&gement systems in the W1 andd imsisted thai
systems be respected.

«  The SAQs provided credit from their common fund to members b
were engaped o watershed activities o supplement the i.ﬂ'-'tEL.mi.:ni;
made by the watershed component which often lacked the flexibilaty
required to meet the differences dn the local sitwation. They alio
provided credit to members 10 mest the obligations of “beneficiany
contributions’ expected in most watershed developmenl PrOETammes.

«  The SAGs introduced the strategy of converting the grants 'pl‘l'.nrnd.:d
i the WD for watershed activities inta loans for reatment on private
lands. As n consequence of this influence exerted by the SAGH which
are aocustomed to manage loans, the WDis which wers provided with
grants from a donor, decided 10 converi these grants into loans ©
<edividual members for treamment sctivities on ther private lands
Treatment on common lands remains as grants with people
participating through shramdazn

This paper will focus briefly on these four arcas where there is evidence

that SAGs have influenced WhIs. A few case studics will be reproduced

below where the influence of SACGs on WMIs has been reconded.

1, Examples of SAGs introducing the ohjective of equity
in watershed programmes:

Since watershed programmes tend w focus on the landed, and to benetil
those in the lower reaches of the watershed ~which are generally owned

= S

Anaexure 5 The Bole of SAGS in Watershed Maragemens Inpritusions,..

and cultivated by the better off families — equitable distribution of
berefits through watershed programmes has been a major concern of
Myrada and bence considerable efforn was devated 1o SUppOTlng
initiatives that helped to correct thiz bias wowards the better-off. A visual
experience of these differences in society merns re-call.

When the Watershed programme started in Gulbarga in the 80s this
author had a visual experience of some of the izsues involved that related
to eguity? A meeting was called of the families living and/cr farming in
the Wadigers watershed near Gulbargs. When all the people had gathered
and setiled down, the pictare that emerged projected the class
distinctions that operated. On the Aoor, in front, sat those farmess who
had lands in the lower reaches of the watershed which were (in this
watershed) the most fertile and benefited from protective irigetion

Behind them sat ar stood those farmers with lands in the middle reaches;
though the land holdings of some of these farmers were not smaller than
thosze of the first catepory, the lands were not as productive; besides
they were more vulnerable to drought and long dry spells ag protective
irrlgation was not available. People who stood on the periphery were
mastly tribale and those with holdings on the upper reaches, The landless
hung arpund. There were no women present initially; but as the meeting
wenl on, they strolled m, more as inguisitive bystanders than as
participanis.

The discussions were initlated and dominated by the farmers with
holdings in the lower reaches who were sitting in front of the group
They also belonged io a casie higher than the others_ [t was evident that
if the marginalised groups were to be given an opportenity 1o participate
effectively, they would have to meet in a different gituation and to
organise themselves in o way so that they could exert their influence on
the programme in a sustainabie manner. 10 was here that we dissovered
in other Myrada Projects that the Self Help Affinity groups were playing
a signiticant role,




The Membars of the SAGs are the poorer fomilies, namely the landizgy
and near landless. They have benefited from an intensive braining
programme which focuses on institutional capacity building. The 24
training modules offered to the entire group include the following: &
structural analysis of society; how (o conduct a SAG meeting, Uniry.
Affinity in Action; Building a Vision; Group Goals; Developing Buleg
and Regulations; Responsibilities of group members; the need for proper
Book-keeping and Auditing: Conflict resolution methods; Consensug
or collective decision meking; Common Fund management; Self
Assessment, Linkages, Federations and Credit-Plus activities related o
social change, health and education

The SAG members alzo benefit from the experience of managing s group
common fund, The Myrada model promotes the habil of saving, the
skills required for lending and the culture required to ensure repayments
and take on credit plug activities. All decisions are taken within the
growp. The Banks extend a line of credif to the group without asking for
the ultimate purpose of each loan. The Bankers have been trained (o
assess the instiutional swengths (and weaknesses) of the group, nol o
szsess the viability of each loan. Their major objective is o establish a
relationship of trust with the group and 1o service the members who
come to the Bank to deposit the savings or withdraw funds. All decisions
related to credit provision, schedule of repayments and management of
repayments therefors are faken within the group, not by the Bank. The
focus of this made) 1% not so much on the provision of credit, bot on the
management of credit. As a result the members acquire the skills of
decizion making, of conducting meetings, the confidence to relate with
outsiders Including Bankers and the respect for sound organizational
and financial management systems. This expericace and the sapport
provided not only by the group to which they belong but by other SALs
in the watershed gives them the confidence and skills to paricipate
effectively in the meetings of the Watershed Management Institutions

Further most of the loans for consumption which the poar required and
for which they had to depend on the bigger farmers of the watershed are

_Aanezure 5 - The Role af SA{rs in Watershed Managemenr Inatiiuions

mow given by the SAGS; this hag a direct impact on reducing the level of
dependonce of the poor families on bigger farmers. The poor fook
consumption loans from the larger formers and in turn were “bonded™ 1o
labour on their fields. With the SAGs providing the poor with regular
loans, li]i:].' WeETS i a puﬁiljl.m Lk} ha.rg,.:lln fior highur wapes and 0 exerl
their rights maore effectively during watershed meetings, Here are some
cxamples of how the SAGs were able 1o promote the imerests of the
peoeoirer farmilies:

In ome watershed in Gulbarga, the 5AGs influenced the WMI to permii
the landless to harvest fodder from the profected arcas. These protecied
mreas were of two types, The first conaisted of paivate lands lying falloow
since the farmer had migrated. Since the title of the land was clear and it
was nol used by others, the SAG did sot anticipate any conflict which
would have arisen if common lands had been targeted, The SAGs
proposed that these follow areas could be regenerated. Thia woald help
to conserve soil and water, o provide vegeiative cover and to provide
fodder. The 5AGs suggested that the WMI enter into 8 contract with the
gheentee owner and helped to negotiate the agresment. The WMI agreed
to fence the land with & boolder wall. Biomass would regenerats in these
protested areas, It was agreed that the trees would remain the property
of the owner while the lopped branches and fodder graszed would be
nzed by the village. The SAGs lobbied with the YW1 to give the land less
the right to harvest fodder from these areas. As a resalt of thelr access
to fodder, the landless were able io purchase cattle with loans from the
SAG. In Gulbarga, over 35 such agreements have been negotiated. This
Slrapegy has ncel |.:-:||.|:|r |'.||:| |;||:-|.I Lo ey '.'id:u ] |!|.'-.'l:||.|'|l:_u;a-cj ba.'w. f-::lr the |.a:r|-|Hl;s$$
and near landless but alss converted neglected lands which added to
a0 erogion into regenerated parks which increased biomass and played
& more effective mle in managing sl erosion and water ruin-odT thiin
bunds. The following 15 a sample of one agreement in Wadigera berween
the S A0F snd an individual farmer

Y e ——
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Ounie

Rs. 5/ Stamp Paper

AGREFMENT
(Tramzlation)

I Sri Maravan Amba Rag Joshi, 50 5r Amba Rag Pahwari foshi
agad 03, resident of Wadipera village, Kamalapur Mandal,
Celbarga Toluk and Dustrict, hereby make this apresment with
the Wadigera Gramabhiveuddhi Sangha on this fifth March
Minereen Ninety Two,

On this day [ have agreed to lease my land - Swrvey No. I05, of
approximately 20 acres fnon-agricultural] to the Wadigera
Gramabhivruddhi Sangha for a peried of 10 years 1o be
developed (nto a forest plot with the help af PIDOW Myrada, of
rry own free will The produce from the land will be shared with
e Wadigera Gramoabhivraddhi Eanll.;:fm faking ) percent io be
shared by its members and the remaining 70 per cenf o me®. |
will por interfere (v any of the works. M case there is any ri'J'.:rpu!r
with regard to sharing of produce, | agree 1o let the Wadigera
Gramabhivenddhi Sangha re solve the ifsue

Yours sincerely,
MNarayan Rao Amba Rao Joshi
Kamalopur

Witness:

L M.V Reddy

4 Tulaza Reddy

The second category of land protected was wasteland belonging lo the
Revenue Department. The SAGs lobbied Tor the poorer families to harvest
fodder from these lands, However, this was possible only in & few
watersheds in the more remole areas where these lands were not used
by outsiders for grazing

! Insubsequent agreements during 1993-9%4 shanng of prodoce was on & $0-
S0 basis,

B
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3. Examples of SAGs influencing the management of
Whis:

The members of credit groups acguired considerable mannogement
experience while condwcting the affaics of the SAGs, They leamed to set
priorities, io take decisions and risks, to draw up rules of behaviour, to
resolve conflicts and to apply sanctions effectively for nos-compliance.
They learned the art of co-operation. They acgquired the skills required
o sustain co-operation and to st up and maintain the s rslems necessary
(like records) to make co-operation a regular behaviour patlern — in a
word o institutionalise co-operation. These skills and systems are
absl_ll:lll-:l:,l MECESSArY foig rnn:l'l-Bg_:iug the TESOUTcCes of a watershed. Tht-_'r
cannot be easily acquired doring a watershed programme since the
process of watershed development 15 still heavily guided and influenced
by inlervensrs who insist on technicel specifications and guidelines 1n
tedrns of ‘how" o po about watershed trestment &g well as *what' s to be
done and “where' and by ‘whom'. The “ransfer of techrology” approach
within a delivery system leaves listle room for Iocal people’s institutions
to develop. The self-help group therefore provides o training situation,
uging credit as a tool or instrument, Credit is an appropriate tool because
it is familiar io all and also because it meeis a felt need. Successful
management of their common fund gave the group confidence that they
can achieve certnin objectives provided they were willing o observe
certain rules and create a culture that motivates people i support each
athes. The SAGs established a coliure that was reguired for the
resources off o walershed (o be managed in a sustainable manner.

There are four SAGS in Kalamandargi {Gulbarga) mini watershed. Two

representatives from each SAG are members of the WIC; the roles and

respongibilitics of the WIC were established by the SAGs in & joint

meeting; they are as follows:

. Toinvolve farmers in implementing the sodl and water conservation
wiork o therr land

. To supervise the soil and water congervation work and to resolve

conflicts

-
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. To mark out the work sccording to the FRA Flan, 10 measure tha
work dome and decide on payment

. To make payments based on the quantity as well as on the qualiy of
work,

- To work oul the Tarmers contribulion sccording 1o the condition of
the land, of the family and work involved in mansportation of materia)

. To collect the contribution from the farmers to the SAG as well as ig
the Project (in cash to the SAG and labour 1o the project).

] To allpcate and ensure employment 10 the Eandless labouwrers and
poor farmers

] The second aren where the SAGs influenced the Yhls was in the
management of cash iransactions:

Handling funds and making decisions on the quality and quantity of work
are crucial areas for effective and sustained participation of people; they
st therefore be transparent and seen to be just. In many areas where
ireatment measures had been undertaken previcusly, people are not aware
of budgets and expenditure; they suspected the taff and contractors had
been the major beneficiarnes. Hence they viewed these measures more aa
a benefit to othess than to them, Thear commitment iowards maintaining
these measures was therefore weakened. The Kalamandargi WIC has
decided on the following procedure to manage funds: [Mote that in this
witershed the Government Depantments were oot invodved):

. The WIC members first verify the quantity and quality of works
careied out in the farmers land; they prepare a statement of works
dome and the amount @ be paid; Myrada technical staff and SAG
representatives scrutinise these statements. Sanctions for poor
quality or shortfalls are imposed — usually delayed or revised
payments; these decisions are made in the presence of the
WIC and SAG memibers in the feld of the farmer.

. The WIC submits the requigition for fupds to the concerned
Waicrshed Manager alomg with the signature of the Extension
Officer; both are Myrada ataff

Angxure 5 - The Role of SAGs in Watershed Management dnstitutions. .

. The Watershed Manager draws the required amount fram the offica
and pays the farmers in the presence of the WIC and SAG members.
Payment is made weekly on a fized day,

. After making the poyment, the Implementatson Comenities members
and in their ahsence the SAG representatives sign the payment
voucher along with the farmer. Extension Officer and Watershed
Manager

. The WILC collects the cash contribution of the farmers to the SAG
and remiis it to the Bank Account of the SAG to which the farmer
belongs

. True copies of the poyment vouchers are handed over io the SAGs
far their reference.

. A SEparale meisuremenl boak for 20i] and waler consgrvalion
measures and lorestry is maintained in each SA0 to monitor the
progress of the waork

4. Role played by SAGs in promoting Loans for
Treatment Measures on Private Lands in 8 Micro
Watershed ™

.. Doddi Micro Watershed (Myrada Huthur Project)
A Case Study

There are 54 farmers with lands in this micro watershed (MWES). They
are all members of the Watershed Development Assoeciation, Of thees 54
fareners, 29 belong 136 different self help groups (SACHE) I'u11|_"li-f:|l|::|l.|§ in
4 adjacent villages, These 29 farmers continued (o be members of their
pespective SA 0k from where they availed of loans mainly for agriculiural
inputs but algo for other purposes including health and house repair.
Dt of these 79 farmers, [0 were landlzss till the Watershed Development
Agzociation {(WDA) decided e include them in the watershed activities
and approached Myreda and the Government to provide land and
Bovieses, The 19 farmers (oul of the 20) who had experience in 221f help
Eroups were primarily responsible for taking the imitiative o form a
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Watershed Development Association to develop their lands which lie in
the G.M Doddi MWS, They also took the initiative o include the 10
landiess families in the programme, since they lived within the walershed
and wese already SAG members.

Of the 54 farmers, 35 have ken up micro walershed irealment activilies
on their private lands; this figure includes the 10 formerly landless
families. Myrada was able o provide them with a plat of 5 acres (¥ scre
cach) and the Zilla Panchayat came forward to give them houses. They
have now formed a separate SAG of their own (since they relocated o
their newly scquired lands} and call their hamlet Gandhinagar

There was no irrigation system in this MWE. However, the WA
approached Myrada to construct @ weir across an adjacent nala {drain)
With the water impounded, one farmer is lifting water from the reservoir;
the WDA iz negotiating with him to pay for the waler. Five open wells,
which had gone dry, are also now recharged. As a result approximately
14 acres are irrigated, There is yet no proposal to lift water from the weir
for irrigating the lands of other farmers; the water ig not adequate (o
irrigate the lands of all, even partially.

Ot of the 29 farmers in the & SAGs:, 19 (ie., excluding the 10 in
Gandhinagar) who had been members of SAGs for 2 103 years were the
first to take the initiative to (reat their watershed. They had seen the
result of such freatment and mapagement in ancther watershad
[Ardhanaripura) close by. Several of these farmers had worked on daily
wages when this walershed was being treated. With their experience in
managing SAGs and supported by the visible impact in Ardhanaripura
it was relatively ensy for them 1o persuade other fanmers who were ool
members of 5AGs but had lands in the G.M.Doddi MW S @0 join together
to forem a WDA in [995. But here a problem arose.

In the Ardhanaripura MWS, the agreement between Myrada and the
WA was that the people would contribute 30% and Myrada 70% a&
grant. No loans were envisaged. When the G Doddi MWE discussions

staried, Myroda made it clear that all fregtment on private lands would

Anrexure § - The Bole of SAGs in Wargrshed Monagement Insiilwiions...

be on the basis of loans. The people ohjected strongly, Once again the
19 SAG members ook the initiative to persuade the others that they
should go in for loans. The SAG members pointed out that they had
been availing of loans from their SAGs for several years and as a result
had built up considerable amounts in gach SAG from which they continue
io take loang for income generation and consumpiion; they also pointed
oul that these loans would be repaid to the WD and not wo Myrada
This would baild up & common fund in the WDA which could leter be
wsed for agricultural inputs, marketing support and for 1G mvestments.

It was these 19 farmers who also took up the issee of landless families
and decided 1o approach Myrada and the Zilla Panchaysl for suppaort
As stated above, Myrada provided 5 acres of land and the ZF' gave
funds for the houses.

The effort to organise people, 1o convince them, to plan and implement
the treatment measures, and to ¢ollest rapayments equired 68 mealings

and 6 participatory planning exercises from April 1993 to March 1998 in
which all the farmers participated.

The WDA consists of 54 farmers, but only 35 bave taken loans im the
first round for treatment of private lands. The decision of the WIRA is
that the other farmers will get o first loan and the first 35 will get a
second loan only when repayments come in. Myrada provided the funds
[uumﬂmﬂmﬂ.nu_uﬂmﬂsﬂmmmhtﬂ&_h&lumm
tko b vy ATMmETs.

Since the WDA was too large, they decided to form a Watershed
Development Committee (WDC) of 14 members which mests every 13
days; 9 of the |4, arc members of SAGS in their respective villages. The
WDA meets once in three months. The WDC in turn set up several sub
commitiees namealy:

«  Subh Committee to supervise treatment of private lands;

. Sub Commilies to supervise reatment of commaon lands

While these two sub-committess will dissolve when the work is over
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Loans from WDA (Kound Thres)

In Febronry 1998, another set of 3 farmers were advanced loang as the
follewing Table 7 indicates; the Ioans areonly 1-2 months old

i l Sicddiainh -n | 71500 O o) 0 o '.'3.53;
LI2=' Ummashankara | o RE0.00 a i} ] 3 i} 350,00
03 | bdallanna 0| L0000 0 ] ] 0 | 1.00000

TOTAL 2,085.00 = 2,085.00

As mentioned earlier, 29 members of the WDA wera members of & 5&0y;
[hi::}' confinue o remam menbers of theie SAGs even after I-:-rmm;.; thi
.M, Doddi Watershed Development Association (except for the 10
landless members who relocated to Gandhinegar and formed a separaie
group). The & SAGs have plaved o key role in the development of (he
watershed by extending loans to the members for the (ollovwing purpoges
during the pericd January 1596 to March 1998, (The loans details include
sevaral advanced io the 10 landless members before they formed their
own 5S40

The total amount bent by the SAGs 15 Bs F26,683 of which Rs, 34,399 has
already been repaid; there are no overdues. Besides providing loans,
the 5AGE are runping 3 weaving unifs emploving about 35 women.
Myrada provided the sheds, the lonms were purchased by the familigs
and the inputs and marketing is being provided on an ongoing besis by
a small businessman from ouiside

Amnexire § - The Role of SAGs in Winershed Manggément Insitations.
Total Investiment in the Micro Watershed:

Myroda grant to SAGWIDA for reatment and Es. 154 BB
plantation on commaon lands

Myrada grant 1o SAGMWDA which the WA Rs. 143 455
advanced as boans for work on privaie lands

Loans from SAGs Rs. 126683
Toial Loans & Granis Rs. 425024

Discussions with the WDA indicoted that income from agriculture is the
majur source of repayment of the WDA loan; bowever, several familics
pointed out that they are also able and prepared 1o repay the loans 1o
the WA from income derived from weaving and other sources. The
following provides mformation regarding the quanium of work done
both on private and common lands as well as the grant and loan
componenis in each activity.

Purpase Ma. of Loans o
.ﬂgrlguﬁuml L

Irrigation ! _.
;'[.'n.'::asu mption (Food, Wedding, Clothes) iG |
Health 3 _ < |
House Repairs 2 4'

51, | Activities Achlevement Loans Granis
01, | Earthen Bund 86241t | 86,241.00 .00
02, | Boulder Bund 2257 mme 23570.00 ﬂ'.f.lﬂ.
| 03 [ Land Reclamation 986 MDs | 2698000 0.00
04. | Diversion drain 49831 eft 431200 | 1,044.00
05. | Land Terracing 28313 eft | 21,050.00 0.04] 3
06, | Bush Clearance 135 MDs. 000 |  4060.00
07. | Block Plantation 6700 slis g.00 | lﬁ_ﬁﬁlﬂﬂ_
0E. | Gully Plug 12 nos 0.00 | 3,600.00
Y. [ sl Traps -I- nosE 0.0H) ¥3.672.00
| 10, | Compost Pit 2 nog 200,00 | -ll‘_lllll_
11. | Bund Plantation I052E adls 0.00 | 4000000
i TG 352,00 | 154 88600
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Though this case study dogs nol record the increase in income from
agricolture, it must be noted that the farmers shifted from cultivating
ragl and pursuing sericuliure to maize in the non-irrigated areas apd
vegelables in the irrigated plots. When asked about the sharp decline in
area under malberry and the general f2ll in sericulture which was the
major income ganerating source il 1990, they replied, that it was very
difficult 12 ohtain diseage free layings and that in peneral, recurreng
dizeazes had made sericalture a very risky proposition; they wer sharply
critical of sericulture programmes run by the Government and supported
by bilaieral and multilateral organisations

Aninteresting case of a widow Shivamma is worth recording, She is
a member of the Laxmidevi S AG. which is one of the 6 SAG in which
farmers with lands in the .M. Dodd) MWS were and contioue o be
mermbers, She was landless and worked in the Ardhananpura MWS.
The impact in this MWS encouraged her to make efforts to purchase
a plot of cultivable land. She began by"taking a loan from the SAG
fior 5]1:-.:.p. I 1996 she sold the :|hi:r.'|_'.| fior Bs. 120000, With this Eap't[i!-
ghe identified 3 acres of land which she decided to buy; the cozt
however was Rs. 25 000/ She rafsed this amoont in the following
fmanner

Sale of Sheep 1200000
Loan from SAG 2.000.00
Oin Savings 5,000.00
Laan from a relative 6, 000,00
Total 5,00

She ook a loan of B2 5,348/ from the WDA in the first roend for
treatment on her land; she has already repaid a sum of R5.2,262/-.

In the last three years, 33 micro watersheds hove been treated by Whils
in the Huthur Project. In all of them, the SAGs have influenced the
members of the WM to take loans for treatmeant on private lands, Myradn
provided a total sum of Rs. 8.1 million to these WhIs as a grant. Of this
amount Rs.4 million was converted a boan to the membars by the W1

i |
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for treatment measures on privale lands and Bs 4 million was given as o
grant for work on common lands, The Whls also availed of the following
boans: B, 6.6 lakhs from the Whils commaon fund, Bs.4.8 lakhs from Bamks
As a result of this approach. the Whls now have substantial funds at
their disposal to continue with invesiment in the walershed both for
pew structures as well as for maintenance and for agricultural inputs.
Myrada has noticed that in watersheds where the WhMIs provided loans
i the members for work on private lunds, the quality improved, the cost
decreased and there was significant diversification of crops
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A CONCEPT PAPER ON
| FEDERATIONS OF SELF HELP
GROUPS

(RURAL MANAGEMENT SYSTEMS - PAPER 32)

Editor’s Note :

There is a notien that while Myrada ix actively invalved in building
people's ingtifutions and conrgtantly deliberating én how rhese
institetions can be strengthened and made sucrainable, the building of
Federatians is net on it agenda,  This iz not frue

Myrada has been promoting the formation of federations af s=lf-help
groups for well aver ten years now, However, what is true is that the
degree of clarity that exists in Myrada with regard fo primary
miepibership institurions such as self-kelp groaps or watershed
development associations did not, wntil recently, extend fo kigher level
represendative-based institutions such as federations. Both in ifs own
work and in the work of others, Myrada kas not fully been able fo
izofate thoze structural featurss that can make a federarion a vibrani
and functional {nstitution without performing such functions that the
primary proups can well perform on their own, or withour meraly
becoming an additional link in the conduir for channelling funds 1o
primaiy Broups

Our early experiences with federations showed us how quickly they
could pet politicized, how easily they could come benween ourrelves
and our contacts with the primary groups, and how conveniently thay
lent themselves to achieving our agenda rather than being built in
response fo o push from the primary groups. ITn fech, the pusa never
came. Even now, our work with federations is somewhat one-gided: the
efforts are more curs fo bring primary growps together than any great
need expressed by the primary groaps themselves to federare. However,

i
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we recognise that this ean b true of many develapment Inferventions
wntil their vatue is experignced. It iz what has kepl us gaing with regard
to federations. Bur there ip a greater consciourness now that (g
federations must provide such seriices thar can sirengfhen primary
groups without themselves becoming power centrez, (b} channels of
direct cormmunicarion between Myrada and the primary proups mus
cortinue to be kept open, and  (c) federnians puist be premoted wi
@ view fo serfing amd achieving their own agenda ramher than “rakimg
aver the funetions of Myrada whenr Myrags withdraws ™

This Paper is divided into the following sections:

" A briel introduetion

® Key questions and concerns in Myrada on Federations, followed
by a brief record of discessions and pesitions taken with regard o
them

] Sugpesied roles o be played by !'-13.:ruda in promoting federations,
imeluding some “dos™ and “don™ e

. Some critgria to be adopted in the grading of federations of seif-
help groups

Thiz Faper emerged ool of a Workshop held oi Myroda Kamasamudram

Project on 10th, 11th, and 12th May 1999 on the subject of Federations

or ‘Apex Bodies' as they vsed (o be known as until now m Myrada. If

was 3 Myrada Staff Workshop at which almost all Projects were

represented, called in order to resolve prevailing differences of ideas

und actions within Myrada and develop a commaon perspective with

regard to federniions

This Paper does not attempt to describe our work with federations, On
the contrary, it provides a framework for what we should doin the future
This framework itself has been shaped by our past experiences and the
lessons we have learnt. Though we have not dwelt upon (asae

T
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expenences and lessons in this Paper, we balieve other organisations
have also enconmtersd difficultizs along the way of promoting
federatmons. [E 15 for thes repgon Lhal we presume 10 believe that this
Paper is worth sharing with others

Key guestions and concerns

The 'l-'lu"-\.:-rkh_llll.:"l |'|It]:l;ul'| wilh each !"‘r-:'._p:::l sharing its experiences ol
promoting federations. At the end of all presentations the common
concerns that were isied were:

1. Why are federations needed? Why are we promoding them?

a4 What are the activities that a federation muest undertake?

3. What should be the size of a federation, and a0 what level shouald ot
be formed?

4 Who should be the members of 4 federation?

3 What should some of the key monagement fzatures of a federation
be?

6 Should a federation engage in fund-raising? From whom, and for
whal purpose?

[} What zhould be the tranung imparied 0 federaticong?

i Should the registration of federations be promoted?

9 How can a federation establish credibility and legitimacy for iiself7?

10. What ahould M}': nda's role be in the PO ORIGTE and de r|:|_|_'|;_}|'||_|:.|:||_

of federations?

These guestions were discessed in sub-growps and presented in the
plenary, At the plemary there were turther discussions, and the positions
that were 1':|1|u||:.I :li.'l_'l_'|:lcd. 1:-}' all P:l’l_l-tl’.lh. oW COmALLLLE .".':|_l.':|'.1|.‘|.a'5
approach to federations
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to Mymda! " When Myrads
withoraws e fede ranion con
eartnue fa perform mamy af
e fionctions eanlier
performed by Myreda™. Qi
was brought ap af the
Warkshop thal thes resson
was nob good enough
Federagions had 10 be Seen as
Irstituthoms in their own
right apd not merely a5 a
replacement for MyTada
ThereFine, olr réasons od

e mEon: paslive

Eey questions | Positions seeepled Remuarks
| Why are federatinng needad ™ |'|:.|:;|:|I|nu.-|;ng WTE u.:'.;rpl,cd It wras agrend
| Why ane we promioting 25 reasons for promcling right at the

them? { federations beginning tha
Every time we ask gareelves | | For strengtheaing SHGs e
il ALY could be of
uE quesnon Ine anEwer through providing a fomam VAT Py DEE
points o fedemtions oy for regular inberactkon and it
: & st what we
aome kind of an altermolive netwarking o,

‘1. For imformation

promoting federations had 1o |

dhssemanadbon o SHUS

1. For underiaking sech
detvicies thst bepefit ihbe
SHGH and communiiies
bul canmot be taken wp by
individuwal SHGE oo thew
LWE

deliberatimg an
were Clearly
FEDERATIONS
OF 3HCs
ONLY.

W'hat nre the setivities that &
federatitn must endertake?

I was fell that o be a
lunenhonal and susiansbie
imsEifution, the sclivibes of
lsderationg had 1o b
CONCRETE,
MTERESTING, and
{LISEFUL & the SHGs aind
| communities

. Begullar review of the
functioning of member
SHGs

2 Sirengthen SHGa theough
ideas, soggesiions, visits.
paposares, sudice.
raining, eie,

1. Collect and disseminate
relevant, dseful, and
interesting information (o
SHGE {3 monihly
meetings, through
newsleiters, ele.)

Annexare O - A Concept Paper on Pederatipnr of Self Nelp Groups
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Key quesiions

Pasitlons accepted

Eemarks

4, Take up achiwities of
benefit o member SHGS
& commmunities

5. Take up achvises that
strenglhen he federalions
themselves

Iiwas agreed that

[ederalions shoald ool be

[l ilmA] 5] a";,l 4] Ii!l QT B ||

Tuntions that the individual

SHGs could perform on

their awn

What should be the stke ol 3
federution, omd at what level
shauld il Be formed?

Discussions centred dnound
Myrada's expericnces with
Federalicng usisl now, amd
st fact thak we wene talking
here of federanions of SHGs
anly, and nai of amy oiher
kind

1. T was decaded that al ks
tnme g wenld Cneourages
federalions with a
membership of not less
thamn 10 and mal mone han

20 SHGs

2. It was decided that
federdlions thal were
already i existence and
had moee 1lan 20 SHs
as members would not be
broken down unleis
abeodulely necessary

3. It was decided that, i
necessary, higher level
federations (L&, federation
af federnticns) coald be
promucted af & laber date
However, the ressons Fod
farmang such apes
federaisons would howe Lo
e clearly ihoaght oit,
and their sohlvities wouwld
need 1o be well-delined

Thie reasens For
keeping the
fedeTaticme 10 i
i of 20
SHJs was &
mansgement

(e o ke
with & wiew bo
BT LAE TR LT
Flﬂl'lic:.r\i.ll:vl:-n
theoigh keeping
the size and
seabe ol
activitics
marageahle
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Key guestions

Positions acoepted

Remarks

Wha chonid he 1he
members of a fedembon !

Discossions cenired
arond Myruda’s
prperiences with
[ederations aniil Bos, and
the Fagl that we were
talking here of fedesatbons
af SHGE aaly, and not of
any ather kimd

. Groups thal have the

features of SHGS and
have funstioned os 5HLs
for ntleasi G moaths prior
i joining the federation

SHs will amend
{ederation meetngs 07 548
months a5 chesrvers
biefire heaiig grunted
merheranip

. Membership in

federationg promoéed by
byrada will be open rol
aaly to SHOs promoted
by Myradn bul oiher
SHGs s well, on the
same conditions e
meniianed ahove

=

Key Features of

« Credal

s Maimensnce nf

«  Ruales and

s Rotaion of

Siahle &

v lupiary
mmhership of
20 members or
i 13

Regubar meetings
attemded by all
mEemETs
Regudar 5avimgs
twy all members
Building up of
Comenon Fund
Bapk account in

the name af ihie
groap

Lrafs i acriane
from the
Comuzon Fund

ooics and
doewnEnts

regulaticas bo
proper
HOVETmarcE

feadership males

e “Credit-plus”
les

ARngxure i - A Concept Faper on Federations of Self .I"I'_ﬂ'_r\-' CrFatifs

Key questions

Positions accepted

| Remarks

Whai shoubd some af the key

manggeeneni feamunes of 8
fedzration be?

Thie was discussed under
the folbowing sub-heads

o Terminology

¢+ Ensarimg conrimuiry

= Merlings

¢ Rudes and Regilaiions
= Resporsirilify-smarng
*  Beoly and documents

] .-I_r.-lﬂ.".-:l.'.'.rn'. manifaring,
and svalmahion

Exquring Comtimii:

(]

Ry

{1, It was decided 1o

henceforth refer to these
insizbations as
FEDERATIONS, and pagi
‘Apex Bindies”

& It was decided stop asing
warrds 1ike ‘Share Capital’
antf *Savings' since they
were wronely belng osed
anyway. Insbzad,
‘Cantribudons” could be
the word used for
finssniia] colleciyons mods
from SHGx

It was decided 1o promnte
e Falllevring |

|. Training ol all Self Help
Grosp membess on the
hasgic concepl #nd roles of
federutions and
themselves &8 Bembers

Federation meelings w be
afierded by & members
froim each SHO fora 3-
WA [EFII per membeT,
with one member of Ge
pair refiring every allemate
year {In federatzons b
are 4 years o older, one
member per SHG o abend
compulsonly; the second
member is opticmal. This
iy becawse by this all the
SHG members have a
fairly clear 1den of the
funstioning of the
federalisa)

| Exderation

| Imupies & umion
with mubtonoTy
for ihe
mdividual unis
that corsbifule
the uniom; Apex
implizs a
hierarchical
HruCiun: wheie
the unmil al Che
fop has piweET
over bk
bl

There are no
SNAres OF AVIREs
im the

| Fedieralsons we

| hane promoted

| & Far

Ia the maiter of
PTISLTING
coptinuity, the
COmDEm Wik (o
ensose chat all
SHGs were
avare of all the
activities af the
[ederation so
ithal even when
PEISONS
TEpTEsEnting =n
SEICT a1 ke
federaion
chammed, e
wonald not he a
gapin
undersianding
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Key questions

Positions accepted

Remarks

Begooneiblioe- pharing

Hooks & Docimments:

3. Federaion Meeting
Minutes to be cirgalsted
1o all nemmber SHOs, and
deccuission of these
Minutes o be on ke
agenda of cach member
SelI Help Grawp

d. SHOs o be encouraged ko |
send agenda poinis for
discussions & federalion
mectings

It e decided ithet
Federations shaould meet
.I'E|:.'u|2r|'§'.ﬂl‘!:'.-t‘3.l'l'll'.“-llﬂ1.
preferably on a fined dale
ond at a fined vepue

It was deckded that every
federation must have certain
basie riles and regulations
for governance that ane
writien down, known oo all
member SHCs and apoepled
by all member SHGs

I, Bodation of cheges
signaiories cach year

1, Maximum opportunities
tor shanng responsibiliies
io be prometed thaough
forming appropeinte Tagk
Fosoes loe the vasious
aclivities io be laken up

The follewing books are to
b compulsonly malngained ;

= Mifmges Baok
» Cash Baok
* General Ledger

Awrmexare (- A Coacept Paper oa Federations of Self Help Groups

Task Forces
could alwo dras
wpon the wlbeas
ol the ciher
SHG members
and meod
necessanly be
|limited b the
SHGs'
dexignated

P pTeseniaL e
1o the
ledesation

Key questions

Posithons accepted

anl;rl;s ]

= Receipt and Paymenl

Youchkers
Mainenance of other books

I and documents will depeand

o needs amd setivities.

. The federation will
prepare m Monthly
Finaneial Stabemeni
(MWFS) =ach menth

2 The work of the
lederabion b be fevicwied
at =ach monthly mesting

1 An appraizal of
perfarmance 10 be dom:
ONCE @ YEOr, Sgainst
eslablished Larpets and
indicators

4. Ananoual get-together of
2l members from all
member SHGs where
certamn basmie mebormation
an the performanes of the
federation will be
compulsarily be shared

Ehould a federalion engage in
fund-raizing? From whom,
and for whal purpose?

Discussions were mainly
derived from Myrada's past
capenences with federations
collecting {what they
wrongly sermed as) suvings
anid share capiaal, revolving
funds given from Myrada
itsell far ondending 1o
member 3HGs, z2md 5o on

Il was decaded 1o promole
ik fllowimp means for
tmailding up the fumds af
[edcrations

1. Mambessldp § Admkssion
fizzs %5 @ one-time
payment from member
FHG:

2. Monihly contmbuiions
frovm member SHGs - a8
fixed amount to be
collecied sach month

Federations
requbre funds o
mieel thieir own
operaling Coals
Even with a
Lienited range of
activities, they
still need money |
to open @ hank
accomnk,

pirchese ooks
ol accoanis,

files, smationery, |
ElE., pay i I

&
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Key questions

Positions accepted

Remarks

A Figed from member SHG=
for viatahons of rules, éiz

4. Bamk inpenest eamed on
the accounl of the
federation

Dpaations. Meidn amy
SiTCE

[

i Conirinsiions from othes
wigtsialons for
PrOgTRINIDES within (e
seape of the federation™s

hookwniber, hosg

bea for mEmhers

#i federation
| MeEfings, mes
travel &5 peises,
amdl 8 om, Ii
wat decided that |
they waghl not
o depend on
grants fram
Myrada for such
expenses. In

{ fact, mast of
ohjectives hess eNpenses
V. Service charges (when the | are already being
federation's services an= mel by them om
nsed for sny work) of their own
Pursds, amd ghis
Y o g | should e
programme taken up by Tgr;ﬁﬂ;:
the fecleration | 3
What shald be the training | B was decided that trainig
(mgparied w0 federations? woitild be @ two bevels
AL the SH bevel ©
Oine iruning session per
SHG for all SHG members
an the concepl of
federations, males of
federntions, and their own
roles 3 imembers
Thee detaals of
Af fhee Federation fevel the training
14 treining programmes | foples for the
anended by all federation federation kevel
level representatives on key | Bave nol been
Lapbes related b the efficieni imchuded im this
| Fumctioning of federticons Paper since Lhey

Annegire § - A Concepi Paper on Federations of Selff Help (Groups

Key questions

Positions accepted

Kemarks

Mimalised. The podrt
b moge 15 that in
addatan o
aklending SHG
l'lltE"iI'l'IE:‘..ﬁHLi
frairing
programmes, SHO
antd Task Force
Jcuiviies, and their
own day io day
WK, WE cannal
expec these
persans o spend 4
ot of time
aremoing ederainn
level raming
PIOSTAMITES 05
wml|l. Hence, if ks
important o keep
Lhese iraimings o a
few ahsolutely
BEDREIARY SRELI0NS

| saill have tobe

Shaneld the reparation of
federation: be promoted?

This issuwe was discussed
only hriefly from the poaint
of wiew off both merits asd
demerits of being lzpally
repisered

1w decided that al
this peint, Myrado
wisibd paot actively
promise the bepal
régustration af
lederatbons. However, if
they ook the iniliative
an thesr awn o ba
registered, they could go
abead with &l

Thoghthe epal
registration of
federabions will nol
he: om the agenda ak
this podnt i@ lime,
ihe federatioms will
he orienled 10

fod bovwe all] goand
practices that are
needed of &
r!g;i:rc':red oy,
including awdig
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This poknt actoally emerged
oul of an inleresiing
discoxsion on why oar
SHGs were known in el
comminities and enjoyed o
good status while
federutinns were largely
ankmown b anpone beyod
{hesic gran figarbers.,

Key questions Pogitions accepted Remarks
Fow an & federation Concluding that in order Festures of yn
establish credibility and oy be sustainable a Ohrgamisation
| legitimacy for itself? federation shoubd Fs_.l.il‘l:-l":h L Ve
credibiliny apd legitimedy Kilasbon

far iself po andy [n the
eyes of momber SHOS but | 3. Organigationa)
also in the camenity, 11
was decided that the

Fod ki Factors wohd
defiratbely comtribute in

Management
Syalems

3. Organmsational
Accoumabilicy

this process :

Sy sttaining the 4. ]:I;Iul:."l;ﬂ i

features of &n EJTEEH;E :

caganisation *

|'.'|:|r showing good 5. Linkages

resulls in celation io & Learning ard

abjectives Evaluntion
Swslems

By bisilding good
relaticnes with as msamy
insinwions a5 passible

mewmﬂmﬂmmﬂ[
Foderations T After much discossion, the following decisions were laken:

Approximale
duration

Stage

Myrada's role |

Prepezaloey | & months

[priog bo
Fornuation of
ik Frderalbonn |

Formation | 0 - & months

Dhscusson 8 SHG level on federabion
Traimieg at SHG level on concept and roles of
federztions and their own robes &8 members

Selection of SHO representatives to the
federation, and orentation o the sclecies
represenialives

Facilitate framing of Vision, Mission, Geals

Facilitate framing of nales snd regulations,
activity plamg, and clarify functions, rales
and responsibilltbes of federution anml

i e

Slage Approximate

| duoration

Myrada's role

Seshilizaton | 6 - 24 manths

Capacity building inpats

Facilitale processes on b o nprrn.r:nn:l.s_"
wotivity plans in accesdance with Vidan end
Wlission

Facilitote building linkages with other
IERFIULDEs

Facilicate estahlishment of documentilion,
finencial manogemend systems, ad audis

Camtinue o altend federation meetings
persodically and faciliiste federation

slrenglhening processes’ Parbicipaslory
evaluaton

Phasing 25 - 36 months |
ol
Withdreraral | & fter 36

s ihis

Decasional “friendly” appearances af
meelings and evenls srgandsed by ibs
federation

Regular involvement of Myrada

Partial rmvolvemant

“Friendly” appearances

Lipto 24 months
25 to 36 months

Afiter 36 months
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What to sncourage

Some s and THON"Ts for Myrada :

Whai nol b0 encourage

{fa quick checklist of
casentials)

Circulation of federation
meeting Minutes to all
mépnber SHG=

among all member SHs

Periodic audits and sharing

Respongibility charing '

Do not + use the federation 1o achieve
aair agenda

[ riod + pay travel costs and food costs
of members attending federation
meetings (this can become a habit and

Apmexnre § - A Concept J"!.‘:EF"' an Federalions af .'ig_.'J Help Gy

& pre-condition for attending mestingz)|

|
D mot © take the responsibility tor)
calling federation mectings

circamstances that are clearly
discussed af the Project level and with
Programmee Officer)

Do not @ encourage the federation to
perform any activity thatl can well be
performed by individual SHOs -
including collecting savings, giving
loans, ete. (the issue of rnising funds
and lending to SHGs for on lending to
individuals is still being debated)

The final sessicn of the Workshop dwelt on developing clear-cut criteria
for the grading of federations. Holalkere ond Kamasamuodram Projects
shared the detailed documenis they had earlier prepared on the same
topic. The Workshop participants decided that grading could be
categorised under the *Six Peatures of an Organisation’. Accordingly,
up after the mesting ) the following table was developed. This is just a first atfempl and i¥
intended to be further developed and improved:

of awdit findings with | Do not : host federation meetings on
member SHGs our Project premises (OUr experiences
shows that they will expect us 10 mike

lanning of all activities ;
8 all the arrengements inckeding cleaning

with focus on Vision,
Mizzion, and Goals

. Do nok : gel invidved in decision I!I.lk.inu,
Periodic assessment of

achievemenis ngainst plans
Training programimes tbo
strengthen the federation

on behalf of the federation

Do not : hold or write the books and
documents of the federation

Do not @ be a signatory fo the federabion
gCooumnt

Do miot = pay Faculty charpes, service
fees, eto. directly 1o federation members,
il engaging them as resource persons.
Driscuss with the federation and pay the
federating directly; the tederation can
then pay the concerned individusls

Doy mot @ give subsidies/grants o the

federation (except under special




"-1'}'_%_&].2!‘!. = Puiting institutions First - Even in Micro Finance Annexure & - A Concepil J“.:_-J-..:_-r_|_s.:|_nl"---:l'.r-r.-arl.-m:' of S2lf Help Groups

Grading Criteria for Federations of Self-help Groups Criteria Indicstors N Means of Veriflcation '

Crileria Indicatmrs Mesns of Verifiealion — - - coEcermed =  [Fines collected, ebo. a5 penadhics boa
Yision amd Nission :-'!Finl.li;:rl :IEL! violation

- —— Ol Wi .

; : = Di: th membors
¥isionand | Developed by the s Wrien Yision and Mission Pkl B iscussions wilh mems
Mission federation and known Slaiements vinlations of rules ]

tgy all ml the= federation 3 ; :
hevel ns well sy agthe | Mimutes Book Sharingof | Task forces formed |« Interactions with federation
tevel of all ihe v [nteraclions with members e lites :md. funclomnng, with represeiatives and SHG memberg
member SHGE dafferemt members Minuwes Book
Goals and F taicing the lead in
: ramedin * Minues Book dafferent things
Activities | comsomance with the | A | L
. I
Vision and Mission AR A TRy Financial Management
*  Dhscusaions with members Bk Rank nt opencd | = Bank pass book
® BCCOMn i the name of e
] federation
Organisational Managemeni Funid Fund: mobilized from |* Minuies Book
Size Not besa than 10and |»  Admission Reglstes e el Accounts baoks & documents
;u;:g:’.u: than 00 o Aptendance Book ¢ Inderaciions wilh mEmbErs
(20 1o 40 ]"u.n.d Proposed activilies . # Accoums books & documenls
represetitalives al the utilisatson taken up r""]m"':m'g I = IMscussions with members
riale of 2 members pef proper procedures | ,
SHG) | * Discussions with others
Meetings Repulor mecibngsas |+ Minutes Book - Bonk Al beooks (listed « Werification of ook
per schedule ; keeping elsewhere)
{preferably atleast Atiendance Beok enaintained on their
arpe meeting per own and kepl wp-bo-
i) dlaite
Attendnnce | All member SHGsare |« Auendance Book Auditing, | Arnual audits * Audil repors
|l meelings. | represented af sl reporting, | conducied. reports ; ;
meetings (afleast 80% | * Minuies Rook i otlows | isted ded follewiets Dhscmaspons wilh members
sitendance ai any up achion taken * Mimites Book
Biwen meelzng)
Rulesand | Framed by the * Minutes Books
Htgu]ﬂb;mﬁ federutions with the 2
acceplance of all o) I'Irl:l:l'.l copics of rules and
seniber BEG. and repulations
knoown 1o all
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Criteria Indicators Meams of Verification
Organisational Accountability
Hﬂ“"':'"_"'l Reggubar clange of = Minnies Book
Tepresenlines. | representatives
acennding to = [nteractions wilth members
guidelines. including |« Bank documentation
armisal change of
cheque signatories
Srlaulllg of Activities of the « Circulation of federation meeting
information | federilion known o Mimutes

all members; as wall |
a5 o donalin-givers
| apd other

stakehalders |+

DHscussiang with members and other
siakeholders

Evidience of reparnts cimvulabed to
pthers, if any

Evidence of amy armizsal patherings

oegamssd oo share the work of the
fedemations with others

Cssribaution

[istributed according | =

Winaies Hook

Criteria Indicators Means of Verifieatlon
Learning and Evaluation
_'l.:'.’m'k | Regular review of «  Mimites Book
FEVIEWE ANd Lr.il'.'!':!-l:'! LAINNg « Interachons with members and oibers
performance | mectings
appiaisal IR Sy - Hﬁnm;;]:ult:::'-:::ir:ﬁ.I;;u;:mun:n
aelivibes im relation e i :
{i sefion plans
Oibiaining fesdback
fiom member SHGS
andl others on the
performanie of (he
federanon
Tramang Craod imifinbves * Correspondence

prnEramimes | shown e salicil

LTAININE programames
asd agrend raining
DOOETATTES

Tradning renords

Driscussdons with members

of benefits | fo establishod
(iF sny such | eonditions and Aceoanis books & decaments
programme | procedunes (nod +  Discussions with members
wken up) | comered by o few

mire poweril

mesnkers]

Linkages

Linkages Estzhhished peod = Blinuies Book
with other | refations with

[T IRTATHTE

member SHGE, alhér
federmiions, other
Il hevel "
ingsrbutsong, technsal L
and firancial resource
IMELMINIeDANE, E0C. 10
keeping with Wision,

Mlission, amd Goals

Interactions with faderabion
tepresentativis and member SHGS

lalersctions with alber inglimoticons

Evidense of resources mohilised
[accounts boaks)

Witk this, the Workshop casne 108 close. Plans are being fnade 10 share these
discussinng with all the other Project S1aff nod presend o thess discussions,
afd initinle appropriabe selion
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| INCENTIVES FOR SAVINGS

Several Affinity Groups have attempted, since 1997, to distribote 1
thetr members o part of the imterest eamed from loans. The reasons were
b0 ERCOUEIEE members (0 Save more, bo increase their shars in the common
fund and to respond to requests from members (o adopt policies similas
o the fimanetal inetibations whare their savings wers earning interest,
Abont 200 groups are now adopting this practice. The formula wsed
differs. but there are o fexww which have become popular since they meet
with the expectations of the members and are comparatively easy 10
administer. Here are o few examples of the formula adopted which have
wiorked

1. Dharmapuri Project:

Formula: 50% of net income (Income - Expenditure) x Individual
savings

Total SHG savinge
Mote:  Challakers Project affinity groups have also adogited this P,

Income Taken For Calcalation:

L Interest eaffied on SHO loans

' Fimet

% Bank [nteres

&, ronations

5 Cash awards given by exiernal agencies and wisilors
fi Amny grant received




BIYHATRA - Prtime Jrsif I|.'I|'|1-!u_:_|'-.'|'r_r.| Ewers 1w Micro Fiasice

Expenditure Taken For Calculation:

The following expenditure waz taken into aceounl for deduction from
the gross income of the affinity groups

1 Homoraria to book wrilers
2 Biattonery

3 Travel

4 Auditors fee

Coniribution iy Federation or Apex Body

LA

i Community Action Programenes
! Wisitors
B Sooial funetions

2 Penalty pad by the SHG

Criteria For Selection OfF SHGs:

Ciroups, which met with the following criteria, were selected 1o initiage
this pilod experiment

i [he age of the group should be 5 years and above from the date of
lending and repayment.

. The repayment performance should average B5% af least.

3 External loan repayment (to the Banks) should not average below
DR

4. Altendance at meetings of each member should a verage MI% durin g
the previous 12 months.

3 There should be sufficient funds in the group for meeting the loan
demand.
G The group shoold be willing to reassess itself according to these

cribersd onee in 3 vears,

Annexure T - Inceatives for Savings

The followtag 15 an example of the dividend earned by one Aflmity
Groop (Mahalaxmi MM, Pattanor)} in Dharmapuri Project.

50% of net income x individual savings =

Todtal SHG savings

Mel income after dediectiong  Ineome = Es 104 58450
3% of net income = Ra5| 70200
Total Savings = HEszBlBEA5.00

Bazed on the above formulae each member of the Eronp recepyvid

51 Name of Member Calculation Dividend Paid
# {Im Rs.)
L Panchall S1T03 w3320 = 2, i)
81865 — ==

2 Gowvindammal S1702 % 33645 = e

o :

1  Kaveriyamrmal 51703 x 2650 = 2334

BIBEG
| 4. Parvaihi 51702 x 3690 = 2134

BIBGS = Ll

5 Muthammal ST 13605 = 2281
B1BEG

G M. Laxmi SET92 ¥ 3060 = 2504
B1ges ~

7. Rathna 51792 x 3700 = 2341
B1BGS

2 A Laweni 51702 x 3760 = 1379
Bl86Y

9 Chandra 512w 3510= 23
#1865
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2. Kamasamudram:

10, B Kaveriyammal 51792 % 3250 = 2054
RiRGS In Kamasamudram, the most popular formule was a simpler ons. The
11, ﬁumm-_.,j 5|'.I|!-.-_,-_:3£|:| = 90 - Affinity Groups decided to pay a dividend of 5% on the total savings,
RIRES provided the amoont saved was pbove Ee 1500/- some growps later

IZ. Kaveriammal dl792 x 3155 = 1,956 study have all started giving dividends on savings,
Bl B6S
e T - Rani Abbakka Makila ! hia:
13 Maryamemal 51707 x R00 = p LT - B P Sang_la —
B R&S S Mame of Member Ravings as of Interest Remarks
14, Teya $1792 x 1830 = 2473 # Drl:umt_lrr 1999
E1R&S 1. M. Eumsan 2835 E
15. Sarazwathi 51792 x 2380= | 505 P | L Ramakka 1,540 =i
81865 | 3 Parvathamma 1,300 _E
& P laxmi S1792 % 3500 = 227 4. Shakuntalamma 5,730 2EG
: ke 5. Salamma 5,115 256 |
El M AAT3x 4010= sl f.  Sarasamma 2,505 130 |
Sp T -, Xhanth 2335 117
18, Palani $1797 x 4280 = E,TI]-H_ T. . Shanithamoma ERCYE =
B1RES £ Meramma 24095 135
19. Thulasi 5]7932 x 3475 = 3 144 $9an)armma 2140 _w
BI86S 0. Ganamma 3,350 167 —
M Jamaki 51792 % 3245 = jluj_l_ 11. Venkatalakshmamma 3350 (3T
| =
81865 2. Shanthammi 2305 120
21 Venkstammal 31793 x 3220 = 20057 13. Papamma 2620 131
e — 4. Mumyamma 2200 L14
Ly [ P 14 't
Ao Il 21792 % 2620 = 438 15. 'Tayamma 1800 o
- il 16, D, Venk 2365 118
23 Vedismimal 51702 x 2870 = 1816 .. . i
RIRES 17. O Vepkalamma 305 H55
4. Chandrakantha dl797 x 2610 = 1651 &, Sujathammma 2675 134
H1E65
Total . 51791 19, Munirathnamma L5235 126

withdrew this ceiling. The three affinity groups incloded in the Myrodo
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20, Narayanamma 2530 146 ___ 5 R s a7 '
B i S 4 Simanindin 6 S Kimalumma 2525 126
22 Manjulamosa g0 0 Mew admizsion e
- = T Akkarnma 3234 155
Total Gl,130 2,833
= 2L Mumd yamma LE3T Okl
Shanthi Mahila Sangha: Sy RN b .
| §1. Name of Member Savings as of Interest A SRR A 1
I B  December 1999 =4 1l. K. Muniyamma 2,208 105
. Shamsun 1,576 e 12. Rathnammas 1,B50 93
£ Comnma = ks A8 13. R Musiyamma 2§50 143
3, Seethamma 2450 132
4 5;1:1;|;:|.|:||r|:i 4453 773 -l 14, Sakamma 1095 ——oih -
5. D, Munirathramma 1,720 B 13.  Hittarnma 291 s
fi  Bhairamma _‘l:l'.'_ 157 : 16,  Padma 1,950 H
7. R Munirathnimma 1820 141 i 17, Thimmakka 1,500 15
B Kanthamms 2265 :I-I.? - Total 1%.101 1,868
9 AmeTammse e B ——
Total 12,475 1,123

= Impact of Providing INvidend on Savings:

Asurvey conducted by Myrda of members in groups where the payment

wl_h Eiur:ghu: of dividend was practized indicates the following:
51.  Name of Member Savings as of Interest = The amount of savings in the personal accounts of members in the
¥ December 19990 [ Banks has decreased, while there iz an increases in the commid
nd of the group through an increase in savings
l. Menasamma 1610 ) fund of the group trollg . £
- The demand 1w withdraw sivings has decreased considerably and
1 LU - z
- L'“'rl._n.!:.}_r_unu 25 & in most proups hag naot ocewrred; this demand was made when
3. Parvathamma 773 W members decidad that they had saved enough and wanted to aflise
B Ra their total savings. After withdrawing the amount, they would stari
i i I =
F RN s s [0 gave again; this practice was not appreciated by the group
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Members interest and q,;-'.'».'rlur.-hlp (i agntibe] J'!'."::r:.. il -5 Lo
Those members who had not acquired the regolar gavings habi
became motivated o gave by culting down on non-essantial
expenditure. They felt thai they had o "keep up” with the others
who had nidt only saved bug had been ‘rewarded® for their effosis
thiough the dividend.

Competition between the affinity groups to increase savings and
pay dividend has increaszed

Oiver doss decreased sigmificantly,
The respect for the affinity groap offering dividend has increased
in the village.

Members are more interested in knowing and discussing financaal
matters and management.

Aloysing P Fernandes

Annexure 8




| IS MICRO CREDIT HEADING
TOWARDS A MACRO MESS?

| By Aloviius P Férmandez

Imagine in inpovative effort. hailed as the panacea for all evils afflicting
the poer, becoming problem ridden pteelf and desperately crying oul for
reformsT This is precisely the situation that the micro credit sector seems
i have landed iteelf in — several years after the world saw it as the

magic elizir thef would alleviate poverty.

Although the terminologies may be modern, NGO inttiated micro credit
in its various forms has existed for over a century in this part of the
world. Thiere were the credit cooperatives of Chota Nagpur arca and
then the famous Gujorat experiments. These were primarily o iperatives
or hanks that furctioned according to norms laid down by the official
gystem. Initially intended to be flexible and more of an alternate systom,
they were soon made to comply with and resemble the official system
OvEr time.

Around 1984, Myrada undertook several studics related to the structural
causes of rural poverty. A majority of the rural poor depe nded heavaly
an eredit and unavailability of the same caused many o lome land and
also their failure to build up capital. This further increased theas
dependence on those few who had several zources af income, resulting
in the spread of risks involved in dryland agricalture. On the other
hand . the official institutions dispensing credit were subject to polifical
decizions and pressures, lack of capdtal and indtiative, inappropriole
credit policies and norms and a generol sense of decay. Realising the
need o respond o this situation, Myrada decided to foster an nliemative
credit sysiem owned and manzged by the poor Myrada's initiative
<tarted in 1984; il fostered an alternate credit sysiem managed by small
groups which were called Credit Management Groups 1ill NABARD
proffered a grant in 1987, after which the name changed to Self-Help
Groups (SHGs) build around o degrae of “affinity" among the members.

= —8
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A these SHGs grew in conflidence and became agents of change, they
attracted the label of “CREDIT FLUS" institutions

This model was bazed on three pillars. The NGO was o identify the
affinity group and train it, NMAFARD was 10 provide the NGO (Myrada in
this caze) with funds under itz B & D programme to match U savings of
the Credit Management Groaps {CMGs - the precursors of the Self-Help
Groaps). The Banks were intended to come info the picture if the pilot
project succesded. Their role would be 1o extend a line of credit to the
CMGe/SHG without asking for the purpose of the loan that was fo be
extended to the individual members. Official norms related to viability
and “unit costs™ would not be imposed and the groups could lend for
any purposs imcluding for variows types of “consumplion”, without any
ceillng on the interest rates, The CMGarSHGs could decide whather to
be formally registered or not and in either case they had 10 abide by a set
of norms which are required for any oranisation to grow and survive.
Myrada assisted each group io develop these norms. The CMGe/SHG:
started with regular savings, deposited ina group common fund from
which they advanced boans and manoged repayments fir at least & months
before ouiside funds were offered.

Each of these three pillars hod their respective comparative advaniages.
Myrada gained experience in identifying affinity groups and in training
CMGSHGs, NABARD had the fonds and could influence policy
throughout the rural banking sector; the Banks hed the expertise to
assess whether cach CMGREHG was an tnstituiion, which could be
considered a5 o sound investment oppontunity. The CMGs'SHGs that
are functioning well are those that have benefited from the comparative
advantages of these three pillars.

In the following years { 1987 — 19900 Myrada continwed to foster SHOs
all its projects covering thres states and to match their savings with the
MABARD grant. MABARD conducted several studies of the pilot diring
the years 1959 and 1990, the major one was an assessment of transaction
cosis 1o the Bank and the borrower under the SHG model and to compare

B

Anneaure 8 - Is Micre Credit Heading Tawards A Macro Mess?

it with other models of credit delivery operating under the Government
sponsored programmes. These studies, which showed clearly that the
SHG-Bank Linkage model was by far the most. cost effective, resulted in
the BRI's policy of 1990 allowing and encouraging the Banks to promote
a Linkage Programme and the NABARD Guidelines of 1991 which
provided a framework for operations. Regular mestings convoked by
MABARD Head Office as well as a1t the State levels, particularly in
Kamnataka, belped to update and sireamline these gutdelines, NABARD
alzo arganised training for Bank Managers and offered to refinance all
loans given by Banks to SHGs.

There was much criticism of the linkage programemes though for beang
(g0 slow. By December 31, 1993 only 124 groups were linked and only 13
hanks were invalved. A suggestion was made to replicate the Bangla
Desh Gramesn Bank Model in Tndia

While agreeing that progress was slow and stepping up the tramng and
promotion programme in the Banking Sector along with NABARD,
Myrada however, pointed out that India had 196 Grameen banks older
than the Bangla Desh model. They were started 1o provide low cost
eredit, 1o be easily accessible to the rural poor and to be flexible enough
to meet people’s needs. A variety of maladies ranging from staff agitation
for equal packages with the Commercial Bank staff, the gereral lack of
commitment to go 1o the people, excessive politicisation, poor leadership
at the Bank and unrealistic credit norms set by the Government crippled
thesa banks though. As such, the answer was not 10 sl Up & BeW Bank,
but an alternate system that functioned with its own rules and regulations
and which was supporied by the official one. In support of this strategy.
Myrada also peinted out that the existing banking structure in this
country particularly in the Soothern and Western states was far meore
functional and widespread when compared (o the banking infrastructure
in Hangla Desh. There are 14,547 branches of the Regional Rural Banks
in the rural areas, 32,933 rural and 13,758 semi-rural branches of
Cemmercial banks, Why ot put this extensive system to effective use
1o support the initiatives of the poor? Why not adopt 8 model of rural
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credit that was an empowering one, nomely one which was designed by
the poor and controfled by them? Further, why not mainstream il — not
by imposing the rules and regulations of the official system on the
alternate one, but by recopnising and respecting the systems that the
people had a hond in developing?

Myrada realized that the strategy to achieve its objectives required not
just discussion at highes levels for the financial system but; (i) a large
number of successful SHGs; (i) eaposure of senior officials of these
SHGs so that they have confidencs (o change policy; (i) an extensive
training programme for officers and s1aff who are expected o mmplement
palicy.

After 1994, the sector saw the advent of big players like the Woreld Bank,
through i1g Consaliative Group 1o Assist the Poorest {CGAP, 15993-0),
and the Government of Indin through the Budget of 1998-9 that accepted
the Self-Help Groups straiegy [which s broader than the SHU-HBank
limkage tratepy) and set o target of promoting two lakh 5HGs. The
Warld Bank had always expressed a fondness for the Grameen bank of
Bangla Desh. In fact it tends 1o operate as the lender of last resort to the
Gramesn Bank. The same is troe of o few high profile officials of the
Covernment of Tndia; on one occasion this writer was summanly mformed
that starting a clopg of the Grameen Bank would be the best approach
While he did not comply, several other NGOs did and some bave
iul:uxi:.l_]ui:ml‘r been ﬁu|?|:lLII:|.I:l.1. |.'l"_'.' the COGALR

Under pressure o expand, NABARD also promoted another model where
Banks were encouraged o lend to MOOs for on lending to SHGs, The
Raghtriva Mahila Kosh (RME) also came up during this penod; i patlern
was similar - |¢:|||J||:.g i MGOs Tar rl:n-lh:,miinj: g SHGs. SIDBI iz the
largest enirant. In general, therefore two models are being prometed;
one the SHG-Rank Linkage Model {which Myrada continues to call the
Indian Model) where Banks lend directly to the SHGs after they are
identificd and trained by WGO0s, and the other = the On-Lending Model
funfortunately also called the SHO-Bank Linkage Model) where Banks

2T
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(and ather financial bodies hike the RME) lend 1o NGOz for on-lending
to groups.

There are differences between the two models and even with proctitoners
of the second model with regard to porms governing the rates of interest,
restrictions on the purpose of loans and of lae tee rend o encourage
large size loans among some institutions. Thouph a variety of models
should be éncouraged 1o develop, the financial scenario is now 50
diverse as to reach a point of becoming confusing for the oltimate user,

Another major area where confusion is at a premium is the difference
between M }'r:||:|.t'r; condepl af SHGs amd several others 1_'q'ir.|_1 prumr,l-lr'u:l
Myrada's SHGE (particularly those formed after 1987-8) are based on
affmity. Affinity already existed among the members before Myrada's
interventions; bMyrada identifies it and builds on e These affinity growps
hkave the lollowing Teatures; they are small, peserally ho MRS IRS e
voluntary. Large groups (above 203 pulled together and based on criteria
=2t by inlervening organisations and olficial programmes {where 26 nety
did not exist among the members) are also being called SHGS. They
require regulor support from the NGOVin arder to survive. Several of the
CMGs started by Myrada i the 80s were so large: these either broke
down into smaller affinity groups or disappeared. Some of the CMGs
wire also reated 43 implementers of programmes (this bappened largely
in praojects supported by PLAM Internotional); these too remained weak
The latast fu5||.|||1|. 15 O féname HWCRA Broups as ﬂ”ﬂﬁ '.-.'|1|1|._:-u[
providing the training required and building the culture of seli-help;
this helps io achieve the target sel by the Government bul pot much
Maore,

All these high profile initiatives have jointly contriboted to the
emergences of a fairly chaotic scenano, as mentioned earlier. Thousands
of MGOE have become Financial Tntermediaries (FIs). They cannat be
called Micro Finance Institufions {MFis). In fact of the 19000 SHGs
reporied by NABARD, which are fnvolved in the Self-Help Groups-Bank
Linkage progromme, aver 38% of the SHGs included are not directly
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related to the Banks but to NGOs. Thie namber of gronps linked to NGDs
is in fact far knrger since RMEK, SIDBI and other financial institutions
have all adopted this model. This raises several concerns

1. Can NGOsoperate elfectively as Financial Intermediaries (FI)?
MGOs are pormally agents of change. Further, most of the NGO
involved in the on-lending pattern have begn in existence for several
years before micro credit camie into their lives. They have therefore
devaloped a culture of their own, which, m most cases. was ma
conditioned by the exigencies of managing & micro crediy
programme. The FI in contrast enters into a debtor-creditor
relationship with the borrower. The dynamics imvolved in this
relationship do not jell with those that an agent of change needs ta
foster.

L Secondly, the systems of financial administration in NGOs are
usually not appropriste to manage the ironssctions of the FL, None
of the training programmes offered te the NGOs involved as FI's.
offer separate modules to train NGOS w cope with the trangactions
of F1's

1 Thirdly, Bankers have the experience of assessing whether the
SHG is a “good” investment or not. NGOs do not have the training
or experience to assess the level of risk involved; further, they
mave formed the group and wsually have s “parental™ aninsde
towards il; this makes it difficult o assess the group from the
angle of an investment opportunity. Many also point out that the
NGO image is “soft™; people are accustomed to receiving Eranis
from an NGO, particularly if the NGO involved has operated in the
area for several years before it ventured into micro ¢redit

The general conclusion, therefore is that NGOs a5 a rule are not
structurally built io operate effectively as Fl's

't encourage them o do so, without adequate and timely support is
certainly a recipe for disaster,
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Key Issues:

L]

Can NGO= operate effectively as Financial Intermediaries (F1)7

Are systems of financial adminisiration in NGOs appropriate to
manage the transpctions of an FI7

Are NGOs structurally built io operate effectively as FI's7

Apart from these siructural concerns, there are several others,

which could add to the general mayhem, For example:

¢ NGO registered under the Societies Registration Act are
mobilizing loans and grants from financial institutions, lending
directly to groups or individuals and reguiring the borrower (o
place a deposit with them. Can and should they continue to be
registered a8 NGO Many of these WGOs have come info
existence only to function as FI's. Unlike the other group of
MGOs whe have several other activities, the major activity of
this group of NGOs is that of o Financial Intermediary

o The general opimion & that suck NGOy which operale mainly
as Fl's, whether they mobilise deposits or not, should be
registered a5 NBFCs. To mobilise deposits which ore truly
voluntary, (namely aot from borrowers) they need not only a
clearance from the RBI but credibility with the public. This
credibuinty 15 it built wp in a day. With no lender of last resort
iy bail them out, 1815 questionable whether they will ever baild
up the level of credibility required to mobilise public deposins.
et there is no doobt that they are meefing a genuine need and
must be guided and supported. This supgport must come in the
form of an cnabling framework, rather than & panke reaction
caused by the failure of ome of them: such a reaction would
smather all such initiatives.

Spurred on by the hoge unmet demand for credic several NEFCs
have sprung up during the past 3 years. These organisations have
a genuine claim to be called Miceo Finance Institutions {MFIs)
They have besn started by professionals motivated o provide
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credit in areas where the official system is weak as well as to the
poor who canpol or do not access the official Banking/Cooperative
Sectors, These NBFCs mobilise grants or loans from various
imstitutions and on-lend o groups and individeals

Thev can be divided into two groups:

i These registered as NBFCs for profit. In this case the Directors
have invested in the NBEC and are therefore entitled to a share ol
the profits. The question is whietheér such NBFCs are entitied (o
gei exemption under Section 12A of the Income Tax Act which
axempts all grants to them from tax (which would otherwise be
around 30%)Y. The general opimion 6 that thege should nod be
clubbed for Income Tax purposes with the next category

Fad

Those tegistered as NBFCs but not for profit. All surplus s
ploughed back o the NBFC; the Directors do not make any
profit nos do they réceive any salary. The general opinion 13 that
these NBFCs are eligible for exemption under Section 12A of the
Income Tax Act Thedr interest rates also tend to be much lower
than in the NBFCs operating for profi

¢ The problem that is common o both the above groups 15 that
the Income Tax Department considers that neither is eligible
fiar |::!EFI'_;_'\-|iI::-F| under Section 124 because th cy ch arge imberes]
This needs o be reviewad

Clearly the need for a well-defined system (o regulaie and supervise
Financial Intermediaries and Micra Finanee Institutions cannot be denied
even by the most ardent supported of laizze faire. Whether this
mechanism is self-regulatory or otherwise i3 still being debated. Several
hove suggested that NBFCs for profit relate finally with the RBL Opinion
i also gaining grownd that all NOOs registered under the Societies
Rezistration Acl but whose primary function is Micro Finance, whether
they are mobilising deposits from borrowers or nol, should regicter as
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NBFCs and come under the purview of the RBL 1T their primary (and
usually sole) function is micro finance they should move powards
mobilising deposits at least from bommowers. Other NOUs who are on-
lending but not taking deposits - and several NGOs fall in this category
since they on-bend to SHGs, do not need to relate with the RBL In this
case, NABARD could be entrusted with the responsibility of supefvision
and regubation.

To summarise, o dEsine for ||'I';":'|'ihi:|.1 oatreach and L&y LS shiould mot
make ug forges the basics. The success of micro-finance lies primanly
with the social imtermediation carried out by NGOs,

Without this social intermediation, miceo finance would not have been
ahle to report the phenomenal repayment Totes that they are reporling
today. Specialised social capacity building has indeed enabled the
creation of peer guarantes mechanisms, which in tern, have controlled
delinquency e a hirge measure

[herafore, the focws on sustainability and target orientation should not
divert attention away from invesiment in social capital, without which
micra finance would hayve centainly come a Cropper

And if this were to happen, micro credit in India could really turs ont
info a macro mess,
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