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Executive Summary 
 
Self Help Groups have become proven and time-tested vehicles for promoting savings and 

credit among poor. Self Help Group development evolves through phases of coming 

together, learning to work together, developing norms of engagement and finally being able 

to work together in an interdependent and flexible manner. The repayment rate of Self Help 

Groups to banks is usually perceived as good compared to other priority sector lending and 

it is more than 95percent. But for the last few years, the repayments of SHGs are slowly 

coming down.  As per NABARDôs status of Microfinance in India, 2008-09, 8.6 percent of 

the total loan outstanding under SHG was classified as NPA in Rajasthan as on March 31, 

2009. One of the major reasons cited by bankers for their hesitation in lending to SHGs is 

the increasing default among SHGs. The aggregate data suggests that RRBs and 

cooperatives have huge NPA under general and SGSY categories respectively. Almost a 

third of SHG loans of RRBs and close to 50 percent of SGSY loans of cooperatives turned 

NPA by March 2009.  
 

In the above mentioned backdrop, Centre for microFinance, Jaipur had conducted a study to 

assess the reasons for SHG default.  Bankers Institute of Rural Development (BIRD) had 

supported this study. The objectives of the study are to understand the reasons underlying 

the phenomenon and develop an early warning system so that timely action can be taken to 

avoid defaults. To study SHGs with 100 percent repayment is also one of the features of the 

study.  
 
The study used a stratified sampling methodology, the strata being district, block, SHG and 

members. Five districts were selected to give geographical representation of the state; Alwar 

(in east), Jodhpur (in west), Churu (in north) Dungarpur (in south) and Ajmer (in central) 

regions of the state.  One block per district (except Alwar, where two blocks were taken for 

study) was selected for the study.  Block(s) selection was based on the consultation with the 

Lead District Managers, DDMs and Self Help Promoting Institutions working in the selected 

districts. The study covers 213 default SHGs and 691 SHG members spread across five 

districts along with 20 best qualities SHGs with 100 percent repayment. The Self Help 

Promoting Intuitions (SHPIs) featured in the study include Department of Women & Child 

Development (DWCD), Watershed department, NGOs, panchyat and banks.  69 percent of 

the sample groups were from DWCD department and on scheme basis almost same 

percentage i.e. 69 percentages were from SGSY.  11 schedule commercial banks, 3 regional 

rural banks and 5 district central cooperative banks were part of this study.  
 
The study highlights several reasons for default. Improper process of group formation is the 

foremost reason of default as accepted norms like area selection, proper selection of 

members, concept seeding etc.,  has  not been followed in any sample groups while the other 

set of samples of 18 groups with 100 percent repayment have gone through some localized 

established process.  The SHG movement in the country started with savings lead model 

with objectives that community will come together, save and fulfill their immediate need. 

Saving first and credit later has been the success mantra of quality groups across the 

country. But the study revealed that prime objective of 66 percent of members were to get 

bank credit only and 13 percent said that subsidy was the main driving force. Data from 
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sample was quite revealing in terms of capacity building input as only 16 percent leaders 

and 13 percent members have undergone any training on group concept.  
 
The progressive erosion in quality is visible in records which have not been updated for 

years together. During the study, it was found that even though 74 percent groups maintain 

attendance register, only 28 percent out of that 74 percent update it regularly. The scenario 

with cash book and ledger is more worrisome as only 30 percent and 62 percent groups 

possessed these books out of which updated record was available with 34 percent and 32 

percent respectively. Transparency in groups which is maintained through proper records 

existed nowhere due to lack of proper record keeping and hence members stopped repaying. 

Interestingly the crucial activity i.e. Interloaning was found only in 46.5 percent of the SHGs 

surveyed. The proportion of members who have availed the services of interloaning was 

even low i.e. 34.9 percent of all the members about whom information was collected 

through the survey.  Only 18 percent of group fund is being used by members and rests were 

lying idle in bank account.  
 
It was also seen that small NGOs that work on a project mode find it difficult to carry on 

with group strengthening work as they are not financially supported beyond the initial phase.  

A large majority of SHGs promoted by one NGO in the northern district of the state (Churu) 

became defaulters after the organization withdrew from the villages at the end of one year 

óprojectô of SHG promotion. The NGO said that it was forced to get out of the villages due 

to paucity of funds and personnel. At the same time, large NGOs with integrated activities 

were found to be doing well in terms of SHG activity as they use the groups to channelize 

multiple activities. Many groups suffered because of their dependence on what can be called 

ña single individual support systemò.  The relocation and transfer of the key individual 

resulted in degeneration of many such groups.  
 
It has been observed that financing targets are pushed through the banks by the DRDAs in 

case of BPL groups. The pressure on the banks to disburse subsidized loans seems to have 

disturbed the normal process of growth and maturation of SHGs in many cases. Many BPL 

SHGs were directly given second loans (activity based loan) i.e. without first loan (revolving 

fund). In the case of SGSY loans, it was reported that the amount of loan is generally 

decided after the SHG promoter or the Bank manager informs that a specific loan can be 

applied for rather than how much credit is actually required. In many SHGs, there is 

manipulative intermediation by the President or Secretary, who takes the lionôs share of the 

loan and distributes the rest among the members. This is further aggravated by multiple 

group membership of leaders.  Permanent leaders, often the ones with power and resources, 

form convenient groups and use it to source bank loans for themselves. Lack of knowledge 

on the part of the members about the rules and structure of leadership further deteriorates the 

situation. The leadership in many cases stayed with the same women since the formation of 

groups.  
 
Findings of the study clearly shows that all the stakeholders i.e. SHG, SHPI, Banks and 

improper implementation of concerned schemes with system of financing have stake in 

making a group defaulter.   
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Chapter 1: Background, Objectives & Methodology of the study   
 

1.1 Background:            
 
Self Help Groups (SHG)

1
 are at the centre of the microfinance revolution that India has been 

witnessing over the past two decades.  The Self Help Group-Bank Linkage Programme 

(SBLP) introduced in the beginning of the 1990s under the aegis of the National Bank for 

Agriculture and Rural Development, mainstreamed the institution of SHG as an innovative 

system based on the principles of trust and mutual help that can effectively deliver 

affordable financial services to households with low net worth. The use of peer pressure 

within the group as collateral substitute helps in avoiding the usual risks associated with 

such lending.  As on 31 March 2009, 45 lakh groups have been linked to banks across the 

country under the SBLP. Another 15 lakh SHGs have been promoted under the 

Swarnjayanti Gram Swarozgar Yojana (SGSY), the umbrella programme of centrally 

sponsored rural development schemes introduced in April 1999.  The number of groups with 

credit outstanding stood at 42 lakh at the end of the financial 2008-09. The collective 

savings of the groups with the formal banking system amounted to Rs. 554,561 lakh
2
, while 

the cumulative loan outstanding stood at Rs. 2,267,984 lakh
3
 (NABARD, 2008-09).  SGSY 

accounted for 28 percent of the savings and 26 percent of outstanding loans
4
.  

 
The growth rate of loans disbursed per year grew at very high rates in the 1990s ï in excess 

of 100 percent in most of the years, because of the push to expand the scheme to newer and 

newer regions mostly within the southern part of India.  The rate remained high ï between 

80 and 90 percent ï even in the early years of the 2000s. Since then there has been a steady 

decline in the rate of growth.  Between 2002 and 2008, the annual growth rate dropped from 

90 percent to 34 percent.  Also noticeable is the rise in loan default by SHGs over the years
5
.    

 
As per the latest available figures from NABARDôs Status of Microfinance Report (2008-

09) as on 31 March 2009, close to 3 percent of the total SHG loan outstanding of Rs. 

2,156,104 lakh in the whole country was classified as non-performing assets (NPAs). The 

gross NPA of the country in SHG portfolio as on March 2009 was Rs. 62587 lakhs
6
.  By 

definition any amount due to a bank under any credit facility becomes óoverdueô if it is not 

paid by the due date fixed by the bank. An asset is classified as non-performing asset (NPA) 

if due in the form of principal and interest are not paid by the borrower for a stipulated 

period of time.  In the bid to move towards international best practices and to ensure greater 

transparency from the year ended March 31, 2004, 90 days' overdue norms have been made 

applicable for Indian banks for identification of non-performance assets
 end notes

. With respect 

to the SHGs formed under the centrally sponsored scheme, Swarnajayanti Gram Swarozgar 

Yojana (SGSY) the percentage of NPA accounts stood at 5 percent.  It may be noted that as 

                                                 
1
 In this report SHG and groups have been used interchangeably  

2
 NABARD, Status of Micro Finance in India, 2008-09   

3
 NABARD, Status of Micro Finance in India, 2008-09   

4
 NABARD, Status of Micro Finance in India, 2008-09   

5
 Bhatia, Navin , Reserve Bank of India Occasional Papers, 2007; Kumar, Pankaj & Golait, Ramesh, Bank 

Penetration and SHG-Bank Linkage Programme: A Critique  
6
 NABARD, Status of Micro Finance in India, 2008-09   

http://rural.nic.in/anual0203/chap-5.pdf
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per NABARD guidelines, ñeven one installment unpaid without authorization by the group 

is treated as dues not recovered and thus a defaultò 

 

1.2 The Context of the Study:   
 
A glance on data of NABARD & SLBC for the four consecutive years has revealed a shift 

of focus away from SHG bank linkages in Rajasthan. The number of SHGs that were credit 

linked with banks in 2009-10 came down to 26,647 vis-à-vis 2006-07 figure of 39,666. One 

of the major reasons cited by bankers for decrease in SHGs bank linkages is the increasing 

default among SHGs. Agriculture loan waiver scheme implemented in 2007-08 has also sent 

confusing signals in this regard. Dipstick survey by CmF & observations from field reflects 

that many SHG who were repaying regularly against their agriculture based loan stopped 

doing so with the hope that their outstanding amount will also be waived off in coming 

years. A key premise of the entire microfinance movement has been that the ópoor are 

bankableô. High repayment rates by the poor ï whether the MFI clients or SHGs linked with 

banks have been the major factor in the rapid growth of both modes of delivery.  
 

Table 1.1: Year wise credit linked SHGs  
 

Year 
No. of credit linked 

SHGs in the state 

2006-07 39,666 

2007-08 37,220 

2008-09 29,687 

2009-10 26,674 
 

Source: NABARD, Status of Micro Finance in India,  

2007-10 & SLBC agenda  
 

As evident from Table 1.2 given below, 8.6 percent of the total loan outstanding under SHG 

was classified as NPA in the state as on 31 March 2009. The NPAs under SGSY was about 

3.9 percent.  The aggregate data suggests that RRBs and cooperatives have huge NPAs 

under general and SGSY categories respectively. Almost of a third of SHG loans of RRBs 

and close to 50 percent of SGSY loans of cooperatives turned NPAs by March 2009.  
 

Table 1.2: Percentage of NPA in SHG Loan Accounts: March 2009 
 

 

Rajasthan All India 

All SHGs SGSY All SHGs SGSY 

Public Sector CBs 2.81 2.82 1.73 0.66 

Private Sector CBs 0.42 0.41 2.41 4.47 

Cooperative banks  7.9 **49.22 4.23 6.61 

Regional Rural Banks *28.87 3.64 6.82 6.72 

Total 8.61 3.88 2.90 4.99 

* 83.5 percent of this is accounted for by Rajasthan Gramin Bank. 

**94.4 percent of this is accounted for by Udaipur DCCB. 

Source: NABARD, Status of Microfinance in India, 2008-09  
 

Above table 1.2 also reflects that percentage of NPA in Rajasthan is quite high (8.61percent) 

as compared to all India figure (2.9percent) but it is opposite for SGSY groups.  At national 

level, close to 5 percent of total loan outstanding is in NPA category while in Rajasthan the 
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figure stands at 3.9 percent. On delving deeper in to the issue of RGB, it was found that the 

high percentage of NPA is accounted in one district only i.e. Alwar and it goes back to the 

year 2005-2006. Adverse selection of groups for financing without proper evaluation in 

terms of grading, over financing, financing to dummy groups are some of the main reasons 

for high NPA.         
 

However, a closer analysis shows that single bank has contributed for much of those NPAs.  

Thus, 83.5 percent of the overall NPAs of RRBs is accounted for by the Rajasthan Gramin 

Bank alone. The sizeable credit linkage of this one bank has resulted in RRBs accounting for 

close to 60 percent of overall NPAs in the state with a share in outstanding of just 18 percent 

(Table 1.3). The high percentage of SGSY NPAs in the cooperative bank sector in the state, 

similarly is constituted almost entirely by the Udaipur DCCB, which makes up for as high as 

94 percent of the overall NPA registered by the cooperative sector. Since the SGSY credit 

linkage with the cooperatives in absolute terms is comparatively modest, this has not 

translated into as high an NPA incidence as in the case of RRBs.  But the NPA incidence is 

significant considering the gap in shares ï the NPA share of the cooperative sector is 28 

percent while they have only 2 percent share in loan outstanding under SGSY. Though the 

performance of public sector commercial banks is relatively better in general, 50 percent of 

the loans they extended to SGSY groups remained NPA by March 2009.  
 

Table 1.3: Shares in NPAs by type of Banks: Rajasthan, March 2009 
 

 

All SHGs SGSY SHGs 

Percentage share in 

loan outstanding  

amount 

Percentage 

share in NPA 

Amount 

 

Share in loan 

outstanding  amount 

Share in 

NPA 

Amount 

 

Public Sector CBs 56.76 18.55 68.47 49.74 

Cooperative banks  23.44 21.53 2.20 27.88 

Regional Rural Banks 17.84 59.82 23.17 21.74 

Private Sector CBs 1.96 0.10 6.17 0.65 

Total 100.00 
100 

(8.61percent) 
0.02 24.76 

Source: NABARD, Status of Microfinance in India, 2008-09. 

 

1.3 Purpose of the Study:   
 
This study aims to address the issue of loan default by SHGs in the state of Rajasthan with 

the help of systematic research. The main objective of the study is to understand the factors 

that lead to loan default by SHGs and to explore whether it is possible to identify any signals 

early enough to avoid such default. This is done by mapping in detail a select sample of 

SHGs who have defaulted repayment of installments and comparing them with a few SHGs 

that are performing well on this count. Generally, loan default by SHGs is observed to occur 

at two stages ï (i) from members to SHGs that includes repayment of loans taken from inter-

lending as also and repayment of credit availed through bank linkage; and (ii) from SHGs to 

banks. This study attempts to examine whether there is any necessary relationship between 

these two stages, i.e., does SHGs defaulting bank loan would necessarily indicate membersô 

non-repayment of loans to SHGs.  
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1.4 Objectives of the Study:  
  
The specific objectives of the study are following: 
 

I. To assess and analyze the status and reasons of non repayment and default in SHG 

bank linkage; 

o From member to SHG 

o From SHG to Bank 
 

II.  To develop a system which can signal the onset of loan default both for the banks 

and also for SHPIs; 
 

III.  To study the best practices in repayment and document the mechanisms followed by 

banks and groups/SHPIs to ensure 100 percent on time repayment.   
 

The study at the outset has identified some critical points of enquiry in order to keep the 

collation of data and analysis of information in focus. 

 

1.5 Issues in focus:   
 

a) The pattern in SHG default by region, promoter and scheme;  

b) The reasons ï both idiosyncratic and specific ï for both default and regular 

repayment of loans by SHGs;  

c) The common characteristics of defaulter SHGs, the identification of which may help 

in developing ways of anticipating and avoiding eventual default; 

d) The relationship between size, purpose, timely availability, loan terms and  loan 

default;  

e) The processes adopted by banks in linking with SHGs and their implications for 

defaults; 

f) The innovative strategies adopted by SHPIs, banks and SHGs to ensure timely 

repayment.  

 

1.6 Sampling Methodology:  

Being exploratory in nature, the study used a descriptive methodology. Both quantitative 

and qualitative methods were used for collection and analysis of data.  The quantitative data 

collection instruments included structured and pre-coded schedules. These were mainly used 

to collect information relating to membership profile, savings and loans and maintenance of 

records of the SHGs.  Qualitative methods like focus group discussions and in-depth face to 

face interviews were used to elicit information from SHG members, banks and SHPIs on 

their experience and for getting feedback. Step wise sampling process adopted for the study 

was as follows: 

 

1.6.1 Selection of the study area (Districts):  
 

A consultation meeting was convened by CmF to present the idea of study on ñLoan 

defaults by SHGsò and take the feedback on design, concept, methodology and 

outcomes. Important stakeholders like NABARD, State cooperative Bank, 

commercial banks like Punjab National Bank, Bank of Baroda and State bank of 

Bikaner & Jaipur were part of the meeting. Department of Women and Child 
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Development (DWCD), Govt of Rajasthan and Institute of Development Studies, 

Jaipur (IDS) were also participated in the meeting. Participants appreciated the 

concept of the study and expressed all necessary support for same. It was also 

decided that the area selection should be in a manner which give a glimpse of 

diversity of the state. Based on the  brainstorming session; Jodhpur, Dungarpur, 

Churu, Ajmer, and Alwar were selected  to geographically represent the east, west, 

north, south and the central region of the state.  

 

1.6.2 Selection of blocks:  
 

The next step after the district selection was the selection of block(s) in each of the 

five districts for data collection. Five blocks, one per district was selected for the 

study. The selection was based on the outcome of discussions and meetings with 

Lead District Managers (LDMs) & District Development Managers (DDMs) of the 

respective districts, interaction with prominent SHPIs in the district and review of 

literature. The blocks with comparatively higher default rate of SHGs in the district 

was selected. District wise list of block is as follows:  
 

Table 1.4: District wise block for study 

 

 

 

 

 

 

 

 

 

1.6.3 Selection of bank branches:  
 

After the block selection, all the bank branches in these blocks were approached for 

the detailed information about the SHGs linked to them. The list of bank branches 

was obtained from Lead Bank Offices of the district. The information thus sought 

included the names, location, scheme/ promoter, loan outstanding and repayment 

status of SHGs. 
 

The graph below represents bank wise position of branches. There are 15 banks out 

of which 13 participated in the study:  

 

 

 

 

 

 

 

 

 

 

 

District  
Total number 

of blocks 
Selected block 

Dungarpur 5 Simalwara  

Alwar 14 Thanagazi & Umrain  

Jodhpur 10 Balesar  

Ajmer 8 Masuda  

Churu 6 Churu  
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Fig 1.1: Bank wise branches 

 
In terms of bank branches, Bank of Baroda (BoB) having highest number of 

branches i.e. 12 followed by Baroda Rajasthan Gramin Bank (BRGB) with 11 

branches. In terms of banking outlet, Cooperative bank was leading as there were 8 

bank branches and 31 PACS/LAMPS. A total 67 bank branches and 31 

PACS/LAMPS were there under the preview of this study across five blocks.  
 

The pie chart given below shows the percentage share in terms of number of 

branches of different types of banks. We have shown PACS/LAMPS and branches of 

cooperative banks as two different entity for better clarity and understanding. 
 

Fig 1.2: sahre of various types of banks in the study 

 

 
 

 

1.6.4 Selection of SHGs: 
 

The lists of default SHGs were drawn branch-wise in each selected block and SHGs 

were selected in such a way that they represented different promoters and scheme in 

a proportionate manner. 
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1.7 Method of Data Collection:   

 

Being exploratory in nature, the study uses a descriptive methodology. Both quantitative and 

qualitative methods were used for collection and analysis of data.  The quantitative data 

collection instruments included structured and pre-coded schedules. Schedules were 

developed separately for SHGs and members. These were mainly used to collect information 

relating to membership profile, savings and loans, and maintenance of records of the SHGs. 

(See Annexure 1 and 2 for the questionnaires). Experienced and trained investigators 

attached with the senior researchers conducted the field survey.  
 
Qualitative methods like focus group discussions and in-depth face to face interviews were 

used to elicit information from SHG members, banks and SHPIs as regards their experience 

and feedback. A set of discussion guidelines were prepared before hand for this purpose.  

(See Annexure 3 for the discussion guidelines) 
 
Thus the study set out to cover 5 districts, 5 blocks and 225 SHGs (i.e., 45 SHGs per 

district). It was also proposed that case studies of 25 SHGs with best practices will be 

documented as part of the study.  
 
The study finally covered 213 SHGs linked to 45 bank branches. The total membership of 

all the groups came to 2337 women, of whom 691 women (i.e., 29.5 percent) were 

personally met and interviewed by the team.  Basic information relating to all the members 

of all the 213 groups could be collected through the SHG questionnaire.   
 

Table 1.5:  Distributions of SHGs by District and Blocks 
 

Districts Blocks 

Number of 

groups 

surveyed 

Number of 

members 

interviewed 

face to face 

Total 

membership 

No. of 

bank 

branches 

covered 

Dungarpur Simalwara 42 149 648 9 

Churu Churu 46 139 474 9 

Alwar 
Thanagazi 

& Umrain 
38 116 382 8 

Ajmer Masuda 43 131 369 12 

Jodhpur Balesar  44 156 464 7 

All  213 691 2337 45 
 
Apart from the Integrated Child Development Scheme (ICDS), 10 NGO promoters were 

captured by the study. These are (1) Nav Yuvak Mandal, Churu (2) Arnold Educational and 

Rural Development Society, Alwar (3) Anusuchit Yuva Vikas Sansthan, Alwar (4) Upkaar, 

Alwar (5) IBTADA, Alwar (6) GSVS, Masuda Block, Alwar (7) PEDO, Dungarpur (8) Jai 

Bhim Vikas Shikshan Sanstha, Jodhpur (9) Bhagwan Mahavir Viklang Sahayta Samiti and 

(10) Samaj evam Paryavaran Vikas Sanstha, Jodhpur. In addition we also collected some 

information about groups promoted by Gramin Evam Samajik Vikas Sanstha, Ajmer.    
 
The ICDS groups formed about 69 percent of the sample.  The surveyed groups were spread 

over 96 villages in the selected blocks. The field survey was carried out with the help of 

trained field researchers during June-August 2010. Data analysis was done using SPSS.   
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End notes  
 
 The major guidelines with respect to NPA identification are as follows.  
 

Type of advance NPA norm 

Term loans  
If interest and/or installment of principal remains overdue 

for a period of more than 90 days 

Overdraft/ cash credit 

If the account remains 'out of order' (i.e., outstanding 

balance remains continuously in excess of the sanctioned 

limit / drawing power) for a period of more than 90 days 

Direct agricultural advances  

For loans for crops with crop season (period up to 

harvesting of the crops raised) longer than one year, if the 

installment of principal or interest remains overdue for 

one crop season 

For others, if the installment of principal or interest 

remains overdue for two crop seasons  

Other accounts  
Any amount to be received remains overdue for a period 

of more than 180 days  
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Chapter 2: Micro Finance sector in Rajasthan   
 

2.1 Rajasthan at a glance:  

Rajasthan has a very rich history and culture. It is at the forefront of tourist destinations in 

India. The state has western óThar Desertô with average annual rainfall of 250 mm and also 

has eastern parts where annual rainfall is about 700 mm. The geographical location of 

Rajasthan poses challenges for its inhabitants (low and erratic rainfall and droughts, extreme 

heat in summers etc.) but it has certain advantages as well. Its rich culture and architecture 

attracts domestic and foreign tourists which provides livelihood opportunities to a large 

number of people. The State has the largest average land holding in country. Moreover 

Rajasthan is the leading producer of pulses and oilseeds. Its northern part is in the vicinity of 

the national capital of India and thus has potential to develop as industrial hub. Also, 

Rajasthan connects Gujarat and Mumbai with Delhi. It has rich mineral deposits. In 

particular marble and granite are very famous. Rajasthan is also famous for its colorful 

handicraft.  
 
In terms of total geographical area, Rajasthan is the largest state in the country covering 3.42 

lakh sq. kms which is about 10percent of countryôs area.  Out of this only 40percent area 

(1.64 lakh sq kms hectare) is under cultivation. There are vast areas which are uncultivated 

due to non-availability of water. Western Rajasthan has the maximum uncultivated land. 

The population of Rajasthan (2001 census) is 5.65 crores of which 77 percent is in rural 

areas. The density of population is 165 persons per sq km. The sex ratio is 922 females for 

every 1000 males. Rajasthan has a high proportion of Scheduled Caste (17percent) 

population in India and a high proportion of Scheduled Tribes population (12.4percent). The 

SC population is fairly distributed all over the state (though higher concentration in western 

part), the tribal area is mostly in south eastern parts.  

 

 

 
 

 

 

The Arawali hills range divides the state in 

to two parts from north to south. The 

western part is the Thar Desert. Nearly 

60percent of state area is under Desert 

Districts and about 40percent population 

lives in this part of state. This is 

characterized by extreme temperature and 

scanty rainfall. The eastern part of Arawali 

hills is mostly hilly and ravenous. Large part 

of it drains out in Bay of Bengal through 

Chambal and its tributaries. Most of topsoil 

in this part has already been washed away. 

Almost entire tribal population of Rajasthan 

lives in this area 



19 

 

 

2.2 Economy, Livelihood and Employment in the state:  

During the Tenth Five-year plan (2002-07) the overall growth in the state was 5.95 percent.  

The growth in primary sector was only 2.15 percent in the plan period whereas the 

secondary and the tertiary sector registered a growth of 8.58 percent and 7.16 percent 

respectively. Thus growth in non-agricultural employment has not been fast enough to 

compensate for the decline in employment in the agriculture sector. Under-employment is 

widespread especially in the agriculture sector and very significant in the urban informal 

sector. The industrial based labor force is quite thin, just 7.15percent, indicating its 

backwardness.   
 
Agriculture and animal rearing are two main sources of livelihood on which about 70 

percent of rural population is completely dependent. Rajasthan has 10 percent of Indiaôs 

land but only 1 percent of its water. Only 28 percent of its cultivated land is irrigated. About 

50 percent of the farmers have access only 10 percent of cultivated land. 35 percent of 

Indiaôs livestock population is in Rajasthan whereas it produces about 10 percent of the 

countryôs milk and 30 percent of its mutton. Livestock provides 15 percent of the state 

agriculture domestic product. Considerable percentage of adult are employed with daily 

wages. The tertiary sector showed the greatest GDP contribution with 41 percent, followed 

by the primary (32 percent) and secondary sectors (27 percent).  Main produces in Rajasthan 

include millets (coarse grains) in Western Rajasthan, Soybean and Spices in eastern region, 

Wheat and Cotton in north western region and maize, millets, pulses and grains in hilly 

regions. The water for irrigation comes from wells and tanks. The Indira Gandhi Nahar 

Pariyojna (IGNP) irrigates north western Rajasthan.  

 

2.3 Banking Infrastructure  in the state:  

The state has a bank network of 4655 branches comprising of commercial banks (3042), 

regional rural banks or RRBs (1052) and cooperative banks (561) as on March 2010. There 

are 43 commercial banks, 6 RRBs and 29 district cooperative banks in the state. 

 

Table 2.1: Banking infrastructure in the state 
 

Source: State level Bankersô committee, Rajasthan 

 

Bank 

Name 

Branch

es 

(March 

2007) 

Branch 

(March 

2008) 

Branches (March 2009) Branches (March 2010) 

Rural  

Semi 

Urba

n 

Urba

n 
Total Rural  

Semi 

Urba

n 

Urba

n 
Total 

Commercial 

Banks 
2508 2668 995 786 1080 2861 1014 850 1178 3042 

RRBs 1015 1022 810 181 49 1040 814 187 51 1052 

Cooperative 

Banks 
534 549 189 286 83 558 189 287 85 561 

Total 4057 4239 1994 1253 1212 4459 2017 1253 1212 4655 
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The number of bank branches in the state has shown a steady increase over the years. It can 

be seen from the above table that the bank branches have shown an increase in numbers 

during 2007, 2008 and 2009. The rural branches have increased by 1.9 percent, semi urban 

by 8.14 percent and urban branches by 9.07 percent over last one year.  

 

2.4 Priority Sector Lending in Rajasthan: 
 
Analysis of priority sector advances indicates that there is increase in total credit outflow to 

priority sector. However the share of priority sector lending in the total advances extended 

has declined. In particular for agriculture sector similar trend is observed i.e. there is 

increase in amount of credit outflow for this sector (except in 2009) but decrease in 

agricultureôs share in the total advances from 34.56percent in 2007 to 27.4percent in 2010. 

However, advances towards weaker section are on increasing slope both in absolute terms 

and also as percentage of total priority sector.               

 
Table 2.2: Year wise priority sector lending 

          (Amount in Crores) 

 

Source: 105
th
, 101

st
, 97

th
, 93

rd
 Meeting Agenda of State Level Bankers Committee, Rajasthan  

(2007-10).  

 

Table 2.2 shows that advances towards weaker section are on upward slope but it has not 

contributed towards SHG advances as the mode of advances for the section is largely 

individual and not through SHGs.   

 

 

 

 

 

 

 

Parameters March ó07 March ó08 March ó09 March ó10 

Total Priority sector (PS) advances (Rs.)  34388 40854 43033 49493 

percentage of PS advances to Total 

Advances  
56.65 56.57 52.93 48.61 

Total Agriculture Advances (Rs.)  20977 24659 24155 27899 

percentage of Agriculture advances to 

Total advances  
34.56 34.15 29.71  27.40  

Total advances to weaker sections (Rs.)   5981 7666 10300 13197 

percentage of weaker section to total 

priority sector   
17.39 18.76 23.93 26.64 
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2.5 Local context of microfinance sector:   
 

Table 2.3: Microfinance sector at a glance 
 

Parameters Figures 

Average population served per Bank branch 

as on March 10 
15292 

Per Capita Income (at base 1999-2000) 19806 

Per capita bank deposit (Rs.) as on Sept 09 14708 

Per capita bank credit (Rs.) as on Sept 09 11766 

Number of SHGs reported 360,689 

Approx. Outreach of SHGs 44 lakh households 

No. Of SHGs having saving bank a/c 2.17 Lakhs 

Savings of SHGs in banks Rs. 180.18 crores 

Loans disbursed to SHGs by banks from 

beginning (1999) till 2010 

(SLBC Agenda notes ï 105
th
 Meeting, 2010) 

Rs. 837.83 crores 

No. Of SHG Federations 42 federations and 312 clusters 

Total loan outstanding of SHG Bank Linkage 

as on March , 2010 (estimated) 
Rs. 501 crores 

Number of MFIs 22 

Approx. Outreach of MFIs 8 lakhs clients 

Total loan outstanding from MFIs as on 

March , 2010 
Rs. 527 crores 

Source: Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF 

 

2.6 SHG movement in the state:  
 
The Self Help Movement started more as ósocial mobilizationô of women for their better 

place in family and society than as ómicrofinance movementô in the state. However, most 

development practitioners and policy makers gradually realized that mere participation of 

women was not adequate and some direct action in terms of improving the economic status 

of women is needed. This led to the organization of women into groups for taking benefits 

of small financial transactions (savings & credit) and small business (income generation 

activities). This movement was initiated by voluntary organizations and government 

(together and/or separately). It will be worthwhile to reflect on the status of SHG movement 

in the state before discussing defaults in detail. Following sections reflect status of SHG in 

state:  
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2.6.1 Self Help Promoting Institutions (SHPIs) in the state:   
 

Self Help Group mechanism has potential to play a critical role in women 

empowerment and in delivery of microfinance services to poor. Self Help Group 

promoting institution (SHPI) plays a key role in SHG movement. The concept of 

SHGs initiated by voluntary agencies, state government (especially Department of 

Women and Child Development) has taken a lead in the state.  

 

Table 2.4: Major SHG Promoting Institutions (SHPI) in Rajasthan 
 

S. N. SHPIs Scheme/ Project Remarks 

1.  
Department of Women 

and Child Development 
No specific scheme 

Groups are organised by 

Anganwadi workers and 

Sathins 

2.  

Department of Rural 

Development 

 

SGSY, 

Watershed Development 

Programmes 

DPIP, MPOWER 

BPL groups- mostly promoted 

in collaboration with NGOs 

 

3.  
NABARD and Banks 

 

SHG-Bank Linkage 

Individual Rural Volunteers 

(IRV) 

Through NGOs, commercial 

banks, RRBs and Cooperatives 

4.  Cooperatives  
The cooperatives have very 

recently started forming SHGs 

5.  
Voluntary 

Organisations 

With support from Donor 

agencies and government 

programmes 

Groups promoted by NGOs 

under Government sponsored 

programmes are often reported 

by both (NGOs and 

Government) 

6.  Others 

Forest dept., elementary 

education, dept. of 

Industries 

 

 
It is worthwhile to mention that Department of Women and Child Development 

(DWCD), Government of Rajasthan is the largest promoter of SHG in the state.  

 

2.6.2 Number of Self Help Groups in Rajasthan:  
 
In Rajasthan, estimating the number of actual SHGs is difficult task as there is no 

comprehensive database in the state. Various SHPIs (government & non 

government) have their own set of system for SHG information. Compiling data 

from SHPIs in the state is next to impossible. Also there are many cases of double 

reporting i.e. same group is being reported by different agencies. However, 

Rajasthan microfinance sector report 
7
 2010 provides the closest figures on the 

number of SHGs in the state. The table given below represents SHPIs wise SHGs in 

the state.  

 
 

                                                 
7
 Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 
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8
Table 2.5: Numbers of SHGs promoted by SHPIs as on March 2010 

     SHPIs 

 

Schemes  

DWCD NGOs Cooperatives Others Total 

ICDS 196,273 1245 - - 197518 

SGSY - 35,518 - 11,839 47357 

NABARD- 

SBLP 
- 11,069 - - 11,069 

DPIP - 18000 - - 18000 

Others - 11,417 47,638 27,690 86,745 

Total 196,273 77,249 47,638 39,529 360,689 
 

Rajasthan microfinance sector report 2010 further explains that as per the data collected 

from various SHPIs, the total number of SHGs in the state is 360,689.  But this canôt be 

taken as reference because there are many cases of double reporting of SHGs (more than 

one agency reporting the same group) as mentioned before. Also the groups that have 

become defunct are not deleted from the list etc.   
 

The other reference point for SHG numbers is the saving bank accounts of SHGs. As on 

March 2010, a total of 2.17 lakh
9
 SHGs were reported as having saving bank accounts. 

But there is problem in taking this as a reference as well because there is a large number 

of SHGs that do not have bank accounts.  
 

However, it might be safe to assume that about 2.6 lakh
10

 SHGs (about 70percent of the 

SHGs reported) exist in the state.  

  

2.6.3 Outreach of Self Help Groups:   

Taking the actual functioning of 2.6 lakh SHGs and the average 12 members per SHG, 

the total outreach of SHGs in Rajasthan would be about 31.2 lakh members (The figure is 

44 lakhs as per reported figures). Assuming that the members are from different families 

(though there are more than one member from a family in some groups), SHGs are 

reaching out to about 32 percent of rural families
11

. As per the study conducted by CmF, 

about 40 percent members in SHGs are BPL
12

. Assuming this sample statistic as 

representative of whole set, about 12.48 lakh rural BPL families are covered through 

SHGs, which is about 59 percent of total rural BPL families in state
13

.  

 
2.6.4 A glance on SHG savings:  
  
One of the main objectives of the SHGs is to promote thrift/ savings among members. 

SHG members save a specific amount every month (equal amount by each member) and 

the savings are either used as credit for membersô need or it is deposited in bank account 

(which ideally should be used for inter-loaning). In Rajasthan, a trend is emerging 

                                                 
8
 Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur  

9
 Agenda note of 105

th
 SLBC Meeting, 2010  

10
 Singh, Jai Pal; Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 

11
 Singh, Jai Pal; Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 

12
 Dipstick Study of SHGs in 7 districts of Rajasthan by CmF  in 2010  

13
 Number of BPL households in Rajasthan as on March, 2010 is 2119352. Source: bpl2002.raj.nic.in  
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wherein members deposit voluntary savings in the groups; a practice adopted by SHGs in 

South India.   
 
The total savings of 2, 17,007 SHGs in banks as on March 2010 is Rs. 180.19 crores

14
. 

This figure is not representative of the total group fund. Dipstick study by CmF in seven 

districts of Rajasthan in 2010 has revealed that SHGs put about 40 percent of their funds 

in the saving account of SHGs. Taking this figure
15

 for savings lying idle in bank 

account, it can be estimated that cumulative saving of SHGs as on March, 2010 has been 

Rs. 450 crores. This translates to average saving per group to be Rs. 20,751 or average 

saving per member of Rs. 1730
16

.  

 

2.6.5 Credit ïSHG Bank linkage scenario in the state:  
 
Banks play a pivotal role in delivery of microfinance services to poor through Self Help 

Group Bank Linkage program. Apart from using own funds, SHGs avail credit from 

banks for consumption purposes and livelihood promotion activities. 

 
17

Table 2.6: Trend of SHG bank linkages in Rajasthan 

 
Source: 

NABARDSource: SLBC

Source: 

NABARD Source: SLBC

Source: 

NABARD Source: SLBC

CmF 

Estimate

Source: SLBC 

(prov)

Number 1769 1813 1298 4625 3100 6281 4349

Amount (in lacs) 6534 2026 4343 4459 8640 7524 15313

Number 37897 20078 35922 25062 27198 23902 NA

Amount (in lacs) 6024 8142 9348 12275 12386 13446 6589

Number 39666 21891 37220 29687 30298 30183 NA

Amount (in lacs) 12558 10168 13691 16734 21026 20970 21902

Total SHGs reported Number

10% 9% 8%

8% 16% 21%

20% 27% 36%

1,11,776    96,410     1,19,781  

40,551       48,979     56,254     

2007-08 2008-09 2009-102006-07

SGSY SHGs credit linked 

during the year

CREDIT LINKAGE IN RAJASTHAN

NON-SGSY SHGs credit 

linked during the year

Total SHGs credit linked 

during the year N
O

T
 A

V
A

IL
A

B
L

E
 

360689331959225000

% of total SHGs credit linked during the year

% of SGSY groups out of total SHGs credit linked during the year

% of total credit disbursed to SGSY groups among all groups

Average credit disbursed to SGSY group

Average credit disbursed to non-SGSY group  
i) Figures marked in red are the ones reported by SLBC over the years, while in blue are that of 

NABARD.  
ii) 93

rd
, 97

th
, 101

st
, 105

th
  Meeting Agenda of SLBC, Rajasthan 

iii) Format 3 & 4 of SGSY, Government of Rajasthan 
iv) NABARD microfinance report 2007-08 and 2008-09 
v) For 2009-млΣ {[./Ωǎ ǇǊƻǾƛǎƛƻƴŀƭ Řŀǘŀ ƛǎ ǳǎŜŘ ǿƘƛŎƘ ŘƻŜǎ ƴƻǘ ǎŜŜƳ ǘƻ ǘŀƭƭȅ ǿƛǘƘ /ƳCΩǎ ŀƴŀƭȅǎƛǎ 
vi) NABARD data is not available for 2009-10 as of publication of this report. CmF has estimated 

figures for 2009-10 based on information gathered from banks, DWCD, SGSY, Cooperatives 
etc. 

There is substantial difference between figures reported by SLBC and NABARD. 

For example, according to SLBC, SHGs under SGSY have received a credit of Rs. 

86.40 crores in 2008-09. However, as per NABARD, SHGs under SGSY have 

received a credit of Rs. 44.59 crores in 2008-09. It is somewhat difficult to choose 

between the two sources of information. However, we decided to use NABARD data 

                                                 
14

 Page 34, 105
th
 Meeting Agenda of SLBC, Rajasthan, 2010 

15
 Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 

16
 Assuming 12 members per SHG 

17
 Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 
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because it has been published. The figures above clearly indicate that year on year 

there has been decreasing trend in SHG linkages with banks. In 2007-08, 10percent 

of total SHGs got credit linked while in 2008-09, it was 9percent and 8percent in 

2009-10. The Trend is better represented in graph given below:  
 

Figure 2.1: Decreasing trend of SHG bank linkages in Rajasthan 

 

10% 9% 8%

0%

10%

20%

2007-08 2008-09 2009-10

SHGs which got credit linked 
during the year

 
Source: Rajasthan microfinance sector report 2010 by CmF, Jaipur   

 

2.6.6 Average credit per SHG disbursed during the year 2008-09:  

Figure 2.2 Average credit to SHGs in 2008-2009  

           (Figures in Rs.) 

 
 

Average credit disbursed by Public Sector Bank (PSB) is Rs. 80,252. In Regional 

Rural Banks (RRBs) it is Rs. 44,240 and for Cooperative Bank it is Rs. 45,559. 

Average credit per SHG is Rs. 56,368 which is 35percent less than national average. 

It is worthwhile to mention here that credit disbursed by PSB is highest as the branch 

manager of these banks has more financial authority as compared to RRBôs & 

Cooperative managers.  The figure 2.2 above gives a pictorial representation of 

average credit disbursed.  
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Chapter 3: Profile of Area and Secondary data analysis 

 

3.1 Development Profile of the Selected District:   

 

Within the overall development scenario of the state of Rajasthan, the five districts chosen 

for the study represent different levels of development too.  It must be noted that the state 

falls in the medium category in terms of Human Development Index (HDI) with 28 of its 32 

districts having index values between 0.537 and 0.799.   
 

In Rajasthan, Alwar ranks sixth in HDI and has higher values than the state index for health 

and income. Its education index value, however, is slightly lower than the state index (Table 

3.1).  Jodhpur and Ajmer represents the next tier of HDI with moderately medium HDI 

values. Churu presents an interesting paradox with relatively high ranks in both health and 

education development but the lowest rank in income. Amongst all the districts its position 

is 3
rd

 in education and 7
th
 in health. It has moderate lies at the middle of the medium HDI 

districts.  Dungarpur is the least developed district with the lowest HDI in the state; it ranks 

third from below in education and income and the last in income.   

 
Table 3.1: Human Development Indicators of Selected Districts 

 

District  
Education 

Index 

Health 

Index 

Income 

Index 
HDI  

Alwar 0.747 0.776 0.710 0.744 

Jodhpur  0.725 0.725 0.609 0.686 

Ajmer  0.772 0.574 0.686 0.677 

Churu 0.832 0.759 0.226 0.606 

Dungarpur 0.640 0.282 0.304 0.409 

Rajasthan 0.755 0.735 0.640 0.710 

Source: Government of Rajasthan, Draft Annual Plan 2010-11; Chapter 26, óHuman Developmentô: 

p.26.7. 

 

3.2 Analysis of data obtained from bank branches: As mentioned above, all the bank 

branches including PACS/LAMPS in the selected blocks were requested to furnish the 

information regarding status of SHGs. A format was circulated to each branch of the 

selected blocks to get the details of SHGs. The data received from bank branches forms the 

base of the study and provide a lot of relevant information about SHG bank linkages with 

overdue & NPA SHG. It is worthwhile to look through various angle of the data obtained.    

Summary of analysis are presented below:    
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3.2.1 Data received from bank branches:  
 

There were 15 banks and 67 bank branches along with 31 LAMPS/PACS in the six 

selected blocks.  
 
 Fig 3.1: Total banking outlet under study            Fig 3.2:Total bank branches under study 
                                                                                                                          

        
Source: Data collected from branches as on May 2010 

 
The graph above shows that about 67percent of branches provided the required data. 

If we take PACS/LAMPs in account, then out of 108 banking outlet, 59 responded 

positively. It is worthwile to mention here that many branches could not furnish the 

required data on overdue & NPA as proper system of tracking NPA was not there, 

especially in RRBs and cooperative.  One of the reasons for high NPA in RRBs and 

cooperative is that they are not aware of the SHGs which are irregular in their 

payment. Hence they are unable to take preventive measures in this direction.   

 
3.2.2 Number of SHGs in different banks:  

 
The pie chart below provide an insight to the distribution of SHGs in different types 

of banks. In the selected blocks, Regional Rural banks (RRBs) have highest number 

of SHG saving accounts i.e. 46 percent, followed by Public sector scheduled 

commercial banks (PSB) with 31 percent, cooperatives bank with 22 percent and 

private commercial banks with 1 percent of total SHG accounts. It is significant to 

mention that in the selected ares the number of branches of PSB (42) is three times 

that of RRBs (14) while the number of SHGs in PSB is two third that of RRBs. The 

avearge number of SHGs per branch for PSB is 47 while that of RRBs is 125 and 

that of copperative bank is 119.   
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Fig 3.3: Bankwise concentration of SHGs 

 

 
              Source: Data collected from bank branches as on May 2010  

 
3.2.3 Saving account v/s loan acount:   
 
Data from 59 banking outlets shows that there are 3752 SHGs with saving bank 

accounts. This implies that an average of 62 SHG accounts are there in each bank 

branch. Out of 3752 SHGs, 1381 SHGs were having loan outstanding which is 

37percent of total SHGs. 
 
Fig 3.4: Savings account v/s loan account                   Fig 3.5: Bank wise loan outstanding  
 

      
                       Source: Data collected from bank branches as on May 2010 
 

Out of 59 banking branches, there were no SHG loan outstanding in 15 branches, so 

per branch the average number of SHGs with loan outstanding comes out to be 31.  

The above pie chart reflects the bank wise break up of SHGs with loan outstandings. 

In this respect RRBs have the maximum share of 45 percent followed by PSB with 

37 percent and rest 18 percent by cooperative banks. Share of private commercial 

banks is negligible as only one SHG was having loan outstanding in it. The break up 

also refelcts that number of SHGs with loan outstanding in various banks is in 

proportion with the total number of SHG saving accounts.   
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3.2.4 Loan outstanding in terms of SGSY v/s non SGSY SHGs:     
 

Fig 3.6: Loan outstanding of SGSY v/s non SGSY SHG 
 

 
                                Source: Data collected from bank branches as on May 2010 
 

In terms of scheme wise break up of SHGs, Swarnjayanti Gram Swarozgar Yojna 

(SGSY) is an important scheme across India.  Across five selected blocks and bank 

branches, 29 percent (394) of SHGs with loan outstanding were from SGSY and 

remaining 71 percent were other than SGSY.  The bifurcation in terms of schemes 

under which SHG has been promoted is very important as it reflects the objectives 

and rationale for which SHG is being formed and is directly proportional to quality 

of SHGs which determines the future of SHGs.        
 

3.2.5 Delayed & NPA SHGs:  
 
The charts below reflect the overall scenario of delay & NPA under SHGs account in 

terms of number and amount. The chart on left shows the number of SHGs which 

have delayed payments or are NPA while the adjacent one represents the delayed 

amount or value of NPA.  
 
  Fig 3.7: Delayed & NPA SHGs                                 Fig 3.8: Amount in delay & NPA  

                           (Amount in Rs.ô000) 

                 
Source: Data collected from bank branches as on May 2010 
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Out of total SHGs with loan outstanding (1381), about 30.4 percent SHGs (421) 

were in delayed payment category and 12.5 percent (173) in NPA category. The total 

amount delayed is Rs. 105.76 lakhs which is approximately 17 percent of total 

outstanding amount and amount under NPA is Rs. 85.05 lakhs which is 

approximately 14 percent of total outstanding amount. The average overdue amount 

is Rs. 25,130 and average NPA amount is Rs. 49,164. This analysis at first sight 

indicates that process of default occurs just after some time of loan disbursement as 

the average loan per SHGs in Rajasthan is Rs. 56,368 which is near to average NPA 

amount i.e. Rs. 49,164.  

 

3.2.6 Bank wise delayed payment SHGs & Amount:                                    
                                                                                                                                                            

In the context of the present study, it is important to investigate that; is there any 

direct/ indirect relation between the type of banks and overdue. With this view in 

mind, the first step was to classify the SHGs which fall under overdue category in 

terms of their banking institutions. Out of the total 421 delayed payments SHG, 37.5 

percent (158) were in PSBs, 31.6 percent (133) in RRBs and rest 30.9 percent (130) 

in cooperative banks. It is important to put a point here that while in absolute 

numbers RRBs has more SHG accounts and outstanding but in case of overdues, 

PSB occupies the top slot. This indicates that there are more instances of overdue in 

PSBs. 
 

Fig. 3.9 Delayed SHGs including RGB               Fig. 3.10 Delayed SHGs excluding RGB    

            (Amount in Rs.  lakh)              (Amount in Rs.  lakh) 

    
 

But on the other hand, a glance on the overdue amount reflects an interesting 

dimension. PSB with highest number of overdue SHGs has the lowest overdue 

amount. The average overdue amount in PSB is Rs. 18,152, in RRBs it is Rs. 34,669 

and in cooperative it is Rs. 23,553. At first instance, we may say that the time of 

overdue in different banks occur at different loan cycle if we relate it (overdue) with 
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average loan disbursement by above mentioned banks. On the basis of present data, 

it may be inferred that overdue in PSB occur at later stage of repayment while in 

case of RRBs it occurs in initial stage of repayment itself and in case of cooperative 

it is in the mid stage of repayment. It is important to note that Rajasthan Gramin 

Bank (RGB) alone contributes 37.6 percent in delayed payment category of RRBs in 

terms of number and 42.9 percent in terms of volume.  

 
3.2.7 Bank wise NPA & Amount:    
 
The graph below represent bank wise scenario of NPA in terms of number and 

amount. More than 50 percent of total NPA SHGs are from RRBs i.e. 51.4 percent 

(89), 29.5 percent (51) under cooperative and rest 20.1 percent (33) in PSB. In terms 

of total volume also, RRBs has maximim NPA. However, average NPA per SHG is 

maximum for PSB with Rs. 74,454 followed by RRBs with Rs. 44,280 and for 

copperative it is Rs. 41,333.  
                                                                                                                         

Fig 3.11 Bank wise NPA including RGB     Fig 3.12 Bank wise NPA excluding  RGB  

 

(Amount in Rs.  lakh)           (Amount in Rs.  lakh) 

     
 

The high NPA per SHG in PSB is because of fact that average loan size per SHG is 

also highest in PSB as compared to RRBs and cooperative.  It is important to note 

that in terms of number Rajasthan Gramin Bank (RGB) alone contributes 34.8 

percent to NPA category of RRBs and 42 percent in terms of volume. 

 

3.3 Review of Earlier Studies:   

 

Some of the earlier studies have pointed to the erosion of discipline in SHG movement and 

warned of imminent danger of loan default.  It was argued by some that the original set of 

principles adopted by the SHGs have slowly been dropped as it became difficult to follow 

them, especially those related to regularity in attendance, timely repayments, consent from 

all members etc. (EDA, 2006; CMF, 2006; Bhatia, 2007; and Srinivasan, 2009).  
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A study commissioned by NABARD, Karnataka in Tumkur and Mysore covering 900 

respondents revealed that (1) loans are being equally divided among the members as they do 

not want to take a credit risk on others, (2) default rates show an increasing trend after farm 

loan waiver and (3) attendance in meetings is thin and erratic as members perceive the 

opportunity cost of time spent in meetings to be high (Srinivasan, 2009).  
 
Concerns have been raised in various studies regarding the nature of leadership, lack of 

transparency, unilateral decision making and lack of literacy among SHG members. Many 

enquiries have taken note of the declining and near lack of bookkeeping abilities among 

SHGs and examined the role of SHPIs or NGOs (CMF 2006; EDA 2006; EDA 2006; 

Srinivasan, 2009; and Parida and Sinha, 2010).  
 
Loan size for the SHG was a matter of concern for many authors. For instance Bhatia (2007) 

argued that there is a need to increase the size of the loan considerably for those SHGs 

which sustain beyond a certain number of years (say 5 years) to enable members to graduate 

to the economic activity stage.  Parida and Sinha (2010) emphasized three aspects that have 

significant bearing on sustainability of SHGs ï loan recovery, savings and linkage with 

federations.  
 
Across the country Rs 4.23 billion was involved in defaulted loans of SHGs, forming 2.9 

percent of total loans outstanding as per reports received by NABARD from 271 banks. 

Commercial banks reported NPA level of 2.1 percent, RRBs 4.5 percent and cooperative 

banks 4.8 percent for the year ended March 2008. UP reported highest amount of NPAs at 

Rs 1.18 billion, accounting for 28 percent of all NPAs in the country. Six states (UP, Tamil 

Nadu, Karnataka, AP, Maharashtra and Orissa) accounted for 78 percent of NPAs. While the 

southern states had higher volume of loans outstanding resulting in absolute volumes of 

NPA being higher, in case of UP and Maharashtra the high NPA share was carried on low 

loan shares. (N. Srinivasan 2009)  
 
Bhatia (2007) and Srinivasan (2009) have observed that the surrounding climate of waivers 

of farm sector loans and multiple lending available under MFIs could lead to defaults by 

SHGs.  It has also been argued that the lack of enthusiasm of banks in engaging with SHGs 

and the subsequent difficulty in groups accessing finance tend to reinforce each other in a 

situation of inadequate human inputs into the relationship building efforts (CMF, 2006). The 

particular reluctance of banks to lend to SGSY groups has been linked to the poor quality of 

such groups and faulty selection of livelihood activities under the scheme (Srinivasan, 

2009).   
  
The positive correlation of the involvement of women in the SHG movement and the 

increasing political participation was observed in studies by EDA Rural Systems (2006), and 

Parida and Sinha (2010).   
 
While there are many studies that enquired into the performance of SHGs in India, there are 

practically no studies that exclusively deal with the problem of SHG default.  This is 

understandable given the data related problems.  The present study is a pioneering attempt to 

fill this gap by focusing on SHGs that defaulted repayments to banks. As already discussed 

the study aims at understanding the reasons that underlie default with a view to help SHPIs 

and banks develop a framework to identify potential defaulters among SHGs and pre-empt 

the occurrence of default.  
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The Riders:  

  

In many cases, especially ICDS promoted SHGs, tracing and contacting the group members 

was difficult despite the efforts made by the coordinators and field level functionaries.   We 

could mostly contact and interview those who hold positions of leadership or the ones in 

charge of maintaining books. To that extent the direct interview sample was structurally 

different from the overall membership.  Hence we use the former only selectively in the 

discussions in the ensuing chapters.  

 

We could not reach the desired number of sample size (225 default SHGs) that we set out 

with for two main reasons.   

 

(i) Some of the members were apprehensive of a survey of defaulter groups, which 

they thought would lead to some kind of penal action from the banks or 

government.  They were, hence, reluctant to cooperate with the survey.   

 

(ii)  The period of the survey coincided with the onset of rain in most of the districts 

(Dungarpur and Churu, for instance, were receiving rains after a very long dry 

spell) and most of the women along with their families were out in their farms 

preparing land for cultivation. They were unavailable for the interview.  
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Chapter 4: Profile of Sample SHG & Members  
 

In this chapter, we will discuss the profile of the SHGs and members mainly based on the 

information collected through the structured questionnaires. Wherever necessary, we will 

substantiate the quantitative information with insights drawn from FGDs and personal 

interviews.   
 

4.1 Age of Groups:   
 
As shown in Table 4.1, the average age of the groups in the overall sample is five years. 

Among the districts, Ajmer reported a slightly younger sample with an average age of four 

years and Jodhpur reported relatively older groups with average age of seven years.  Only in 

Ajmer and Alwar did we come across defaulter groups that are less than a year old.   
 

Table 4.1: Average Age of Sample Groups 

       (Figures in percentage) 

Age of group Dungarpur
 

Churu Alwar  Ajmer  Jodhpur Total 

< 1 year 0 0 3.03 3.57 0 1.08 

1-2 5.00 8.89 27.27 3.57 15.00 11.83 

2 < = 5 60.00 46.67 36.36 42.86 32.50 44.09 

5 < = 8 30.00 37.78 30.30 50.00 30.00 34.95 

8  < = 10 5.00 6.67 0 0 20.00 6.99 

> 10 0 0 3.03 0 2.50 1.08 

Average age 

(in years) 
4.9 4.7 4.8 4 6.9 5 

 

Table 4.1 clearly shows that maximum default groups falls in the category of 2 < = 5 years 

(more than 2 years and less than or equal to 5 years). It is significant to mention that during this time 

major activity loan is being provided to SHG. Hence, at the time of bigger loan amount, SHGs need 

special attention.   
 

4.2 Size of SHGs:  
 

Coming to membership size of the SHGs in the sample, as reported in Table 4.2 the average 

size for the five districts put together is 12, though it ranges between 10 in Churu and 15 in 

Dungarpur. These SHGs had about 62 percent of their members from the BPL category.  
 

Table 4.2: Average Membership of SHG 
 

Districts Average membership 
Average number of BPL 

members 

Average number of 

APL members 

Dungarpur 15 12 3 

Churu 10 5 5 

Alwar 11 6 5 

Ajmer 11 5 6 

Jodhpur 11 7 4 

All  
12 

(2337) 

7 

(1461) 

4 

(876) 

Note: Figures in brackets are the total number of members in respective category as per record of 

SHGs.  
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4.3 Poverty Status of Members:   
 
We have further analyzed the poverty status of the members in Table 4.3.  It shows that 

there are variations across the districts with respect to poverty status of the members. In 

Dungarpur, BPL constitute close to 82 percent of the members in the defaulter SHGs, 

whereas this proportion is 46 percent in the case of Ajmer.  In the overall sample, we found 

84 SHGs (42 percent) that are exclusive BPL groups
18

 which mean that all members were 

from BPL family while the share of exclusive APL groups
19

 stands at 17 percent. 10 percent 

groups were found in which the share of BPL members exceeds 67 percent (but less than 

100 percent). Groups with more than two thirds APL members form 18 percent of the 

sample.   
Table 4.3: Poverty Profile of Members 

     

 

Exclusive 

BPL 

groups 

Exclusive 

APL 

groups 

>= 67% but 

less than 

100%  BPL 

members 

>=67% but 

less than 

100% APL  

members 

All 

groups 

% of members 

by poverty status 

BPL APL 

Dungarpur 24 1 10 3 42 81.53 18.47 

Churu   15 7 5 15 46 52.33 47.67 

Alwar 19 12 2 3 38 57.84 40.87 

Ajmer 6 5 4 13 43 45.92 54.35 

Jodhpur 25 11 1 4 44 62.87 37.13 

All  
89 

(41.6) 

36 

(16.8) 

22 

(10.40) 

38 

(17.82) 

213 

(100) 
62.25 37.58 

Note: Figures in brackets are the percentages to total groups in sample.  
 
It must be mentioned here that out of the total members with who research team met in the 

field, 56 percent belonged to APL households. This may be indicative of the relatively better 

economic status of group leaders and office bearers who are in charge of writing and 

maintaining the records; as such member dominated our face to face interview sample of 

SHG members.  
 
It was reported by many groups that the division between BPL and APL who got loans from 

banks under SGSY got accentuated post 2006 when the new BPL list was declared based on 

the BPL survey 2002 by the state govt.  One of the short falls of such division, according to 

43 percent members, was erosion of group coherence as some of the members suddenly 

became ineligible for government subsidy. 52 percent members also quoted this as an 

important factor leading to membersô decision to stop repayment.  It was, however, difficult 

to quantitatively gauge the effect of this on loan default.   

 

4.4 Status of Activity:   
 
During study, the team tried to capture the status of the group activities in the sample group. 

Some of the activities studied are they are meeting regularly, conducting business of groups, 

                                                 
18

 BPL groups are those in which more than 80percent members are BPL as per state BPL list of state 

government.  
19

 APL groups are those in which BPL members are less than 80percent of total membership  
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performing some activity or had shut down everything. To map the status we divided all the 

sample groups in three sub category of Active
20

, Dormant
21

 and Disbanded
22

 groups.  
 
Interestingly, not all the defaulter groups were dormant or disbanded at the time of the 

survey. A third of the groups were found active in the sense that the members were regularly 

meeting at the time of the survey (Table 4.4). However, half of the groups in the sample 

reported that they have not had even a single group meeting in the last six months preceding 

the survey. Such groups constituted more than 90 percent of the sample for Jodhpur district. 

These groups were considered as closed down or disbanded by the study.   

 
Table 4.4: District wise percentage distribution of SHGs by Status of Activity 

 

District  Active Dormant Disbanded Total 

Dungarpur 43 23 35 100 

Churu 44 20 36 100 

Alwar 43 14 43 100 

Ajmer 27 15 58 100 

Jodhpur 9 0 91 100 

Total 33 14 53 100 

 

4.5 District wise SHG Promoting Agencies:   
 
Majority of the groups in the sample ï 69 percent - were promoted though the ICDS system 

(Table 4.5).  In Ajmer all the groups surveyed were such groups while in Jodhpur their 

proportion was the lowest at 36 percent. Groups promoted by NGOs form 64 percent of the 

Jodhpur sub-sample.  
Table 4.5:  Percentage distribution of SHGs by Promoter Type 

 

District  NGOs ICDS 
Watershed 

department 
Banks Total 

Dungarpur 
13 

(30.98) 

26 

(61.9) 

3 

(4.7) 
0 

42 

(100) 

Churu 
9 

(19.56) 

37 

(80.43) 
0 0 

46 

(100) 

Alwar 
10 

(26.31) 

25 

(65.78) 
0 

3 

(7.89) 

38 

(100) 

Ajmer 0 43 (100) 0 0 
43 

(100) 

Jodhpur 
28 

(63.64) 
16 (36.36) 0 0 

44 

(100) 

Total 
60 

( 28.16) 

147 

(69.01) 

3 

(1.4) 

3 

(1.4) 

213 

(100) 

Note: Figures in brackets is the percentage of total groups in the district. 

It is worthwhile to mention that in Jodhpur, linkages of NGOs promoted group in selected 

block was comparatively more as compared to other study area.     

                                                 
20

 Groups which are conducting/have conducted  at least one meeting in the last three months  
21

 Groups which have not organized any meetings in the last three months but have conducted at least one 

meeting in the last six months.  
22

 Groups which have not conducted any meeting in the last six months.  
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4.6 Scheme wise profile of sample groups:  
 
Swarn Jyanti Gram Swarojgar Yojana (SGSY) scheme, a central government sponsored 

scheme dominated the sample group as 69 percent of sample belonged to that scheme. 

Donor support comprises of some private funding agency which support grass root NGOs in 

rural development have share of 6.5 percent followed by NABARD scheme.  
 

Table 4.6: Distribution of SHGs by scheme wise  

 

District  SGSY 
SBLP 

NABARD  
Donor 

support 

Watershed 

department 
Banks Others Total 

Dungarpur 
26 

(61.9) 
0 

7 

(16.67) 

3 

(7.14) 
0 6 (14.28) 

42 

(100) 

Churu 
36 

(78.26) 
0 0 0 0 

10 

(21.74) 

46 

(100) 

Alwar 
23 

(60.52) 

7 

(18.42) 

3 

(7.89) 
0 

3 

(7.89) 

2 

(5.2) 

38 

(100) 

Ajmer 
30 

(69.76) 
0 0 0 0 

13 

(30.24) 

43 

(100) 

Jodhpur 
31 

(70.45) 

3 

(6.81) 

4 

(9.1) 
0 0 

6 

(13.63) 

44 

(100) 

Total 
146 

(68.54) 

10 

(4.69) 

14 

(6.57) 

3 

(1.4) 

3 

(1.4) 

37 

(17.37) 

213 

(100) 

Note: Figures in brackets is the percentage of row total 
 
The óOthersô is applicable where groups have been promoted without any specific scheme. 

In present study this category (others) comprises of ICDS (field staff of ICDS like 

Anganwadi workers promote group under routine work) and NGOs.   

 

4.7 Social Category of Members:   
 
Based on information collected, social categories of members are shown in Table 4.7. The 

sample SHG drawn from Dungarpur (the district with more than 78 percent tribal 

population) has 84 percent members from tribal communities. Churu and Ajmer have more 

than half of the SHG members from other backward castes, while Jodhpur has a relatively 

larger share of SC members in the sample SHGs. The representation of general category in 

the overall sample is only 13 percent.  
 
 

Table 4.7: Percentage Distribution of SHG Members by Social Category 
 

 SC ST OBC General Total 

Dungarpur 8.80 83.80 4.48 2.78 100 

Churu 21.19 4.24 63.14 11.65 100 

Alwar 28.28 8.48 35.22 25.71 100 

Ajmer 18.48 9.24 58.42 13.86 100 

Jodhpur 39.45 21.10 18.78 16.24 100 

Overall (N=2337) 22.20 31.05 32.67 12.80 100 
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4.8 Literacy and Education:   
 
The table 4.8 provides a fair idea about education level of total member of sampled groups. 

The membersô literacy and education levels as depicted in Table 4.8 reveals that more than 

80 percent of the members cannot read and write.  53 percent are totally illiterate while 28 

percent can barely sign their names. This is a clear indication that unless there is significant 

handholding from the promoter agencies in writing the books of accounts, the groups 

themselves will not be able to independently manage their financial record keeping and also 

will not be able to know what is written in the record . The incidence of illiteracy is 

particularly high in Jodhpur (89 percent), followed by Dungarpur (62 percent).  In Churu 

and Ajmer there were few members with education above higher secondary.    
 
 

Table 4.8: Percentage Distribution of SHG Members by Literacy and Education Level 
 

Literacy/ education 

level 

Districts 

Dungarpur Churu Alwar Ajmer Jodhpur All  

Illiterate 61.73 31.78 44.73 25.97 88.61 53.11 

Can only sign 30.40 35.81 24.94 43.58 8.65 28.04 

Up to 5
th
 class 2.31 14.83 14.65 15.82 2.11 8.32 

6 - 8
th
 class 1.70 8.90 12.60 8.96 0.21 5.74 

9 - 10
th
 class 3.09 5.30 2.57 4.48 0.42 3.11 

HSC 0.77 1.91 0.51 2.09 0.00 0.99 

Technically qualified 0.00 0.42 0.00 0.30 0.00 0.13 

Graduation and 

above 
0.00 1.06 0.00 2.09 0.21 0.56 

All  
100 

(648) 

100 

(472) 

100 

(389) 

100 

(335) 

100 

(474) 

100 

(2318) 

Figures in the bracket indicate the number of members whose literacy level was mapped which is 

99.2percent of total membership in the sample groups. There was no information available about 

0.8percent of members.      

 

4.9 Household Income:  
 
Poor practice basket of livelihood activity for household incomes. In the context of 

Rajasthan; Agriculture, Animal husbandry and wage labor are the three main sources of 

income for poor households. For this study, the livelihood source which contributes 

maximum to the household income has been taken as main source of income. During 

member interaction, we discussed all livelihood sources of households and tried to figure out 

the primary source with the help of concerned members.  
 
Table 4.9 shows that for 70 percent of the member households, the main source of livelihood 

is agriculture, though this figure differs for the all five districts surveyed.  89 percent of the 

families in Dungarpur and 81 percent in Churu are dependent on agriculture as their 

mainstay; such households constitute 50 percent of the Jodhpur sample.  Wage work, 

especially in the non agricultural sector, provides main income for 38 percent households.  

  
Table 4.9:  Percentage Distribution of Main Source of Household Income of SHG Members 

              
Activity  Dungarpur Churu Alwar  Ajmer  Jodhpur Total 

Agriculture 88.89 81.15 77.36 58.06 50.00 70.45 
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Animal husbandry 0.93 1.64 1.89 0 8.20 2.58 

Agriculture labor 1.85 2.46 2.83 15.32 10.66 6.87 

Non-agriculture daily 

wage  

Labor 

1.85 2.46 4.72 8.06 27.05 9.11 

Migrant labour 3.70 1.64 0.94 4.84 0 2.23 

Shops 1.85 0 4.72 7.26 0 2.75 

Itinerant trade 0 1.64 0 0.81 0 0.52 

Salaried employment 0.93 8.20 7.55 4.84 2.46 4.81 

Housewife 0 0.82 0 0 0 0.17 

Unemployed 0 0 0 0 0.82 0.17 

Others 0 0 0 0.81 0.82 0.34 

All households 
100 

(149) 

100 

(139) 

100 

(116) 

100 

(131) 

100 

(156) 

100 

(691) 

Source:  SHGsô member survey. 

Note: Figures in brackets are the respective number of household covered in the district.  
 
It is worthwhile to mention here that all 691 household were engaged in multiple activities 

for income as shared by the respective members. However, it is interesting to note that 

agriculture remains to be the primary source of income for the families, irrespective of the 

number of livelihoods pursued by the family members. During interaction with members, it 

was observed that in majority of cases, source of income and purpose of loan from banks do 

not match. As shown in table above that major source of livelihood is agriculture, but as the 

ownership of land is not in the name of women members, hence members find it difficult to 

avail bank loan for this purpose and also mechanism at branch level does not support 

extending agriculture loan to SHG. This mismatch between demand & supply is one of the 

major factors lead to default.     

    

4.10 Occupational profile of sample:   
 
When it comes to members, agriculture is the main occupation of 87 percent of sample 

population (Table 4.10). Interestingly, even in Jodhpur that reports less dependence of 

households on agriculture, the proportion of members reporting agriculture as main 

occupation goes up to as high 94 percent. In the case of Dungarpur the proportion of 

members whose main occupation ï 90 percent is agriculture - matches well with the overall 

household profile ï 89 percent earns mainly from Agriculture. Animal husbandry and non-

agricultural wage work are reported by a relatively larger proportion of SHG members in 

Ajmer.  In Churu and Alwar 4 to 5 percent of the SHG members were found to earn their 

living by working as non-farm wage laborers.  
 

Table 4.10:  Percentage Distribution of SHG Members household by their Occupation 
 

Occupation Dungarpur Churu Alwar  Ajmer  Jodhpur All  

Agriculture 90.43 87.85 84.72 74.40 93.67 87.29 

Animal husbandry 
0.31 

 
2.13 1.04 4.17 0 1.30 

Daily wage worker ï Non-

agriculture 
0.77 4.9 4.15 7.14 2.11 3.37 

Collection of forest produce 0 0 0 0 0 0 

Household enterprise 2.93 0.43 0.78 2.38 0 1.38 
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Other enterprises 1.54 0.85 0 0.60 0 0.69 

Skilled worker ï non 

agriculture 
0 0.21 1.04 0.30 3.16 0.91 

Salaried employee 1.70 2.13 2.59 5.06 0.21 2.12 

Housework 0 3.62 5.70 2.98 0.84 2.29 

All  
100 

(149) 

100 

(139) 

100 

(116) 

100 

(131) 

100 

(156) 

100 

(691) 

Source: Membersô survey. 

Note: Figures in brackets are the respective column total of households.  
 

4.11 Source of loan repayment:  
 
Importantly, 64 percent of the women members said that they use their own income to repay 

the loans. Only 33 percent use income from their spouses for this purpose. In Dungarpur, 73 

percent of the women repay SHG loans from own income. 
   

Table 4.11:  Source of Loan Repayment 

           (Figures in percentage) 

District  

Income from 

own economic 

activity 

Income from 

spouses 

Borrowed from 

others 
Total 

Dungarpur 72.55 17.65 9.80 100 

Churu 66.67 31.82 1.52 100 

Alwar 52.27 47.73 0 100 

Ajmer 64.29 35.71 0 100 

Jodhpur 62.11 34.74 3.16 100 

Total 63.71 33.26 3.02 100 
 
3 percent of members said that they have to borrow from other sources primarily 

moneylenders and relative to repay the loan.  
 
4.12 Purpose of Loan:  
 
The direct interviews with 691 SHG members revealed that 413 among them (about 60 

percent) have taken any loan since their joining the groups.  In other words 40 percent of 

members have never ever availed loan facility. Out of the members who have availed loan, 

48 percent used it for meeting household expenses and 28 percent to meet the expenses 

related to agriculture (Table 4.12). Of the rest 24 percent, livestock purchase, house repair, 

purchase of fodder and education accounted for 20 percent.   
 

Table 4.12:  Distribution of SHG Loans by Purpose 
                (Figures in household) 

            District  

 

Purpose  

Dungar

pur  
Churu Alwar  Ajmer  Jodhpur 

Number 

of 

responses 

Meeting household 

expenses 

61 

(50.41) 

38 

(55.88) 

29 

(35.36) 

31 

(48.43) 

42 

(53.84) 

201 

(48.41) 

Agriculture 
31 

(25.61) 

21 

(30.88) 

17 

(20.73) 

21 

(32.81) 

25 

(32.05) 

115 

(27.67) 

Purchase of livestock 7 2 9 3 5 26 
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(5.78) (2.94) (10.97) (4.68) (6.41) (6.63) 

House repair 

6 

(4.95) 

 

1 

(1.47) 

5 

(6.09) 

2 

(3.12) 

2 

(2.56) 

16 

(4.03) 

Education 

6 

(4.95) 

 

1 

(1.47) 

5 

(6.09) 

2 

(3.12) 

1 

(1.29) 

15 

(3.75) 

Fodder purchase 
4 

(3.3) 
0 

6 

(7.31) 

3 

(4.68) 

1 

(1.29) 

14 

(3.17) 

Health related 

expenses 

3 

(2.47) 

1 

(1.47) 

4 

(4.87) 

2 

(3.12) 
0 

10 

(2.31) 

Purchase sewing 

machine 
0 

4 

(5.88) 

3 

(3.65) 
0 0 

7 

(1.73) 

Festival 
1 

(0.83) 
0 

1 

(1.21) 
0 

2 

(2.56) 

4 

(0.86) 

Shop 0 0 
2 

(2.42) 
0 0 

2 

(0.58) 

Home-based 

production 
0 0 

1 

(1.21) 
0 0 

1 

(0.29) 

Foreign travel* 
1 

(0.83) 
0 0 0 0 

1 

(0.29) 

Vehicle purchase 
1 

(0.83) 
0 0 0 0 

1 

(0.29) 

Total 
121 

(100) 

68 

(100) 

82 

(100) 

64 

(100) 

78 

(100) 

413 

(100) 

     Source: SHG Member survey  

    Note:  Figures in bracket is the percentage in accordance with column total  

   *son of a SHG member was going to gulf country.    

 

4.13 Contribution of loan from SHG in Asset creation:   
 
It is important to understand what percentage of households created assets out of loan 
availed from SHG. Only 35 percent of the members i.e. 145 reported some asset creation out 
of these loans (Table 4.13).  Two third had purchased livestock. In Jodhpur 86 percent of the 
respondents mentioned livestock as the asset created through SHG loans. The other major 
productive asset reported by women was shops ï 33 percent of the SHG loans in Dungarpur 
and 23 percent in Ajmer have reportedly been invested in shops.    

 

Table 4.13: Creation of Asset with SHG Loans 

      (Figures in household) 
District  Dungarpur Churu Alwar  Ajmer  Jodhpur Total 

Livestock 
18 

(49.8) 

15 

(68.2) 

21 

(75.0) 

18 

(58.1) 

25 

(86.2) 

97 

(66.9) 

Shop 
12 

(33.4) 

5 

(22.7) 
0.0 

7 

( 22.6) 
0 

24 

(16.5) 

Vehicle 0.0 0.0 0.0 
2 

(6.4) 
0.0 

2 

(1.4) 

Agriculture 
3 

(8.33) 

1 

(4.95) 

3 

(10.7) 

2 

(6.45) 

1 

(3.56) 

10 

(6.9) 

Sewing machine 1 1 1 1 0.0 4 
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(2.8) (4.95) (3.57) (3.2) (2.75) 

House 
2 

(5.6) 
0.0 

3 

(10.7) 
0.0 

2 

(7.1) 

7 

(4.82) 

Home base production unit 0.0 0.0 0.0 
1 

(3.2) 
0.0 

1 

(0.7) 

Total 
36 

(100) 

22 

(100) 

28 

(100) 

31 

(100) 

28 

(100) 

145 

(100) 

Note: figures in brackets are the percentage of column total  
  
However there are some contrasting facts if we compare óPurpose of loanô discussed in 

section 4.13 and óAssets creationô discussed in section 4.14 above. The data in loan use 

reflects that only 26 members have reported purchase of livestock using loan from groups 

while in assets creation category 97 members have purchased livestock. When we enquire 

about this discrepancy with SHG members and staff of SHPIs, they highlighted the truth 

behind it. Members shared that they quote only that purpose which help them to get easy 

loan from banks. Members and staff of SHPIs further shared that it is convincing for bankers 

if SHGs write in bank loan application that credit will be used for purchasing animals, 

opening of petty shop, establishing home based production etc. But as soon as the loans get 

passed, members used it as per their need.   

 

Conclusion:   
 
The detailed profiling of the sample groups and members carried out in this chapter has 

helped us gain insights into the profile of SHG profiles across regions.  The analysis broadly 

suggests that the combined effect of high incidence of poverty, dependence on an otherwise 

low productive agriculture by SHG members and low literacy rates on the ability of the 

members to effectively participate in the SHG programme needs to be reflected upon very 

seriously. Such deadly constellation of negative circumstances may have significant 

implications on the default of SHG loan in the study region.  
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Chapter 5: Exploring the loan default of SHGs  
 

In this chapter we try to delineate the main features of the groups covered in the sample.  As 

per bank records, all these groups have delayed repayment of loan and interest installment to 

the banks beyond 90 days as on the day when the list was prepared at the branch level.  

Dealing only with defaulter groups has helped us to look deeper into some of the major 

systemic factors that lead to default of loan repayment by SHGs. After gleaning the relevant 

literature on the performance of SHGs and the best practices followed in SHG-bank linkage 

model, we have decided to focus on the set of factors accepted widely as the critical success 

factors of SHGs.  These are: 
 

(i) group processes - formation, development and leadership;   

(ii)  role of capacity building inputs; 

(iii)  status of maintenance of records relating to attendance, transactions, and issues 

discussed in meetings;  

(iv) norms and regulations relating to member savings and overall saving behavior of 

members;  

(v) system of inter loaning pursued by the groups; 

(vi) the extent of access to bank loans, the nature of application-sanction-and 

disbursement cycle, and the patterns of loan utilization;  

(vii)  Issue of quality of Self Help Promoting Institutions (SHPIs).    

 

Analysis of Data:  
 
Based on the primary data collected from SHGs, SHG Members, SHPIs and bank branches 

across five districts, we have tried to look into the major characteristics of default SHGs and 

delve deeper into the various reasons for it. The issues are discussed below:  

 

5.1 Relation between default & process of SHG formation  and nurturing:  
 
The very first thing which determines the quality of groups is the process adopted during 

formation and nurturing. It is well documented that good quality groups have backing of 

concepts like proper area selection, identifying proper need of the community, selection of 

members of a groups based on parameters like socio-economic homogeneity, approximately 

same cultural equations etc. Out of 213 sample groups and 13 SHPIs across five districts, 

none of the SHPI except one had followed the localized minimum requirement process of 

group formation. Due to absence of very first building i.e. adopting proper process as 

discussed above the quality of SHGs took a beating which in turn impacted repayment. 

Based on the observations, we may conclude that if proper process of group formation were 

followed, repayment would have been relatively better.  

 

5.2 Purpose and objective of group impacting repayment:  
 
The SHG movement in the country started with savings led model with objectives that the 

community comes together, does saving and fulfill their immediate need. After they (SHG) 

mature and develop some financial discipline, they will approach banks for credit if the 

amount required is not from groupôs fund. In any case, saving first and credit later has been 
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the success mantra of quality groups across the country. But the data from field of the 

sample groups was pointing in other direction:   

   
Table 5.1: Purpose of SHGs from membersô perspective 

 

Source: SHG survey  

Note: Figures in bracket represent the percentage of row total  

 

The table 5.1 clearly indicates that members of these groups view SHGs as medium of 

mobilizing easy credit. Almost two-third of respondents i.e. 66 percent said they formed 

group to get loan/ credit. Savings was on the lowest priority of the member as only 9 percent 

shared that they become part of groups to do small savings. Members further said that 

during formation of groups, facilitators of SHPIs assured them that loan from banks will be 

available if they become member of SHG. In other words, binding factors of 77 percent 

members was only credit from banks & subsidy and not savings. Once they received loan, 

member see no pint point in following group principals like repayment and hence instances 

of default is high. On the other hand, 84 percent members from groups of 100 percent 

repayment said that savings and credit both are the major purposes and they start with 

savings and then graduate to credit.  

 

5.3 Lack of capacity building  affecting repayment:  
 
Proper training and capacity building is one of the most important building blocks of SHGs. 

Capacity building take care of awareness generation among members about group concept, 

role & responsibility of leaders, group principle likes regular meeting, regular savings, 

transactions in the meetings only to maintain transparency, process of loaning and 

repayment etc. It was tried to ascertain the extent of exclusion of sample groups from 

capacity building input by estimating how many members have undergone any training 

programme on SHG concept by SHPI or other. 

 

 

 

       Purpose 

 

District  

Savings Credit  Subsidy 

Other 

financial 

services 

For non 

financial 

services 

Donôt 

know 

Total 

member 

Dungarpur  
14 

(9.5) 

89 

(59.5) 

32 

(21.42) 
0 0 

14 

(9.5) 
149 

(100) 

Churu  
13 

(9.35) 

82 

(59) 

17 

(12.23) 
0 0 

27 

(19.42) 
139 

(100) 

Alwar  
15 

(12.93) 

82 

(70.6) 

9 

(7.75) 
0 0 

10 

(8.62) 
116 

(100) 

Ajmer  
12 

(9.19) 

85 

(64.88) 

21 

(16.03) 
0 0 

13 

(9.9) 
131 

(100) 

Jodhpur  
9 

(5.72) 

119 

(76.29) 

17 

(10.9) 
0 0 

11 

(7.05) 
156 

(100) 

Total 
63 

(9.11) 

457 

(66.13) 

96 

(13.89) 
0 0 

75 

(10.85) 

691 

(100) 
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Table 5.2: Training of leaders & members 

Source: SHG & member survey 

Note: Figures in the bracket is the percentage of respective total (leaders & members) 
 
Above table clearly indicates that out of 328 leaders only 53 (16.1 percent) had received any 

training on group concept. For other members, this figure was even low as only 48 members 

(13.22 percent.) out of 363 had undergone any kind of training on group concept.  Due to 

lack of concept seeding on financial discipline, credit need assessment of members, credit 

worthiness of membersô etc. default perpetuated in the group. In groups with 100 

repayments, all members have undergone the required training on group concept in various 

phases. Members of these groups also shared how to do recovery in case of default (peer 

pressure by virtue that if a member is not repaying then rest of member will go and sit in 

front of house for a day or day which cause embracement to family and she repay the 

amount).   

 

5.4 Dynamics between Age of SHG & default:   
 
One of the important questions before the research team was to find out at what stage of 

groups default generally happens. The profiling of sample revealed that almost 44 percent of 

groups were in age bracket of 3-5 years (table 5.3). This age bracket of 3-5 years is also the 

time when groups get bigger loans or activity based loan from banks.  
 

Table 5.3: Age profile of groups in percentage 
 

Age of group Dungarpur
 

Churu Alwar  Ajmer  Jodhpur Total 

< 1 year 0 0 3.03 3.57 0 1.08 

1-2 5.00 8.89 27.27 3.57 15.00 11.83 

2 < = 5 60.00 46.67 36.36 42.86 32.50 44.09 

5 < = 8 30.00 37.78 30.30 50.00 30.00 34.95 

8  < = 10 5.00 6.67 0 0 20.00 6.99 

> 10 0 0 3.03 0 2.50 1.08 

District  
Total 

Sample 

Interaction 

with no. of 

leaders 

No. of Leaders 

attended 

training on 

SHGs 

Interaction 

with Members 

(excluding 

leaders) 

Members 

attended any 

training  on 

SHGs 

Dungarpur 42 79 
14 

(17.77) 
70 

9 

(12.85) 

Churu 46 73 
9 

(12.3) 
66 

6 

(9.0) 

Alwar 38 59 
12 

(20.11) 
57 

11 

(19.29) 

Ajmer 43 61 
17 

(27.86) 
70 

16 

(22.85) 

Jodhpur 44 56 
11 

(19.64) 
100 

6 

(6.0) 

Total 213 328 
53 

(16.1) 
363 

48 

(13.22) 
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Average age 

(in years) 
4.9 4.7 4.8 4 6.9 5 

 
So, it can be concluded that groups need special attention/ input when they are 3-5 years old. 

In other words, perfect credit planning, hand holding and business development services at 

group level is required to manage the bigger loan amount.  

 

5.5 Savings:   
 
We could gather data on 186 groups on savings of 2060 members (Table 5.4). 27 groups did 

not have any data on savings.  Based on the available data, the total member savings was Rs. 

40.5 lakh.  The average savings per member in Ajmer is highest i.e. Rs. 2888 and lowest in 

Churu i.e. Rs 1181.  
Table 5.4: Savings Status of Groups 

                  (Amount in Rs.) 

District  
No. of 

SHGs 

No. of 

saving 

members 

Total 

savings 

Average 

Savings/  

member 

Average 

savings/memb 

(SGSY)  

Average 

savings/memb 

(non SGSY)  

Dungarpur 
42 

(100) 

611 

(94.3) 

1,028,57

8 
1683 

1989  1413  

Churu 
45 

(97.83) 

424 

(89.5) 
500,970 1181 

1286 1078 

Alwar 
30 

(78.95) 

294 

(77.0) 
659,994 2244 

2589 1923 

Ajmer 
31 

(72.1) 

339 

(91.9) 
979,052 2888 

3206  2452 

Jodhpur 
38 

(86.36) 

392 

(84.5) 
883,127 2253 

2852 1802 

All  
186 

(87.32) 

2060 

(88.1) 

4,051,72

1 
1967 

       2384 1733 

Note: Figures in brackets are percentages to total SHG/members sample.   
 
A glance on average savings per member i.e. Rs. 1967 indicates that these groups had 

average savings at par with state average of Rs. 1730
23

. At first instance the higher savings 

amount was a bit surprising taking the quality of groups in consideration. On delving deeper 

into the issue, two interesting reasons cropped up-  
 

 Two-third of sample group was from SGSY and average savings of SGSY group is 

23 percent
24

 more than state average. Hence the higher savings amount;  

 Another interesting insight was that in almost 34 percent of groups promoted by 

DWCD
25

, facilitators (AWA, Saathin, and Sahyogin) used to deposit the savings 

amount on the behalf of 35-40 percent of members every month so that groups 

remains alive. The motive was to avail higher loan amounts and subsidy in second/ 

third loan cycles.  

 

 

                                                 
23

 Singh, Jai Pal & Bhargava, Pranay (2010), Rajasthan Microfinance report 2010, CmF, Jaipur 
24

 Analysis of data from NABARD, status of Micro finance in India 2008-09 
25

 69 percent of sample groups were from Department of Women & Child Development (DWCD) 


