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1. Introduction 

1.1. Background:  The concern of the state for poverty reduction goes back to the beginning of the planned economic development (1951) 
.  In the early 1980s a District Rural Development Agency (DRDA) was created. The motive  behind establishing DRDA was: a) to prevent state governments from diverting resources allocated by the central government for rural development; b) to perform specialist role at the district level for  poverty governance. DRDA was also entrusted with the responsibility of implementing special programmes
 from time to time. A number of other institutions have also been working at the district level for improving the well-being of ST, SC, BC and minority communities (e.g., SC Corporation). 
(i) Poverty reduction Approaches: The approach to poverty reduction has evolved over the past 50 years in response to the deepening understanding of the complexity of development. It is important to recognize that poverty has distinct meaning for different people. Standard economist’s definitions of poverty in terms of income and consumption date back to Booths’s (1892) and Rowwntree’s (1901) work in Victorian England. Modern sociologists looking for broader and more inclusive definitions of ill-being have challenged the narrow conceptualization of poverty in terms of nutritionally based poverty lines. 
Dreze and Sen (1989:15) describe poverty as a severe failure of basic capabilities.  Thus, to be poor implies: (i) an inability to obtain basic needs as a consequence of low income and insufficient access to productive resources and assets; (ii) lack of opportunities to utilize human resources owing to inadequate access to education and health care; (iii) isolation owing  to physical condition and/or inadequate education: (iv) lack of status and power, making it difficult to influence one’s own situation and break out of poverty; an (v) a high degree of vulnerability owing to lack of productive assets, exposure to natural disasters, etc. Poverty in India has ethnic, caste and gender dimensions.

(ii) Empowerment approach: A distinction between poverty alleviation and reduction, therefore, becomes pertinent. Poverty alleviation is a short-term improvement of the Poor’s capital endowment. Poverty reduction is a long-term elimination of the Poor’s dependency on social relations, and of vulnerability with respect to changes in their environment (Pedeson, 1998). Thus, community mobilization and people’s empowerment approaches have gained importance in rural development.  

1.2. Emergence of Micro-Finance:  A number of NGOs have stepped in to promote and support savings and credit programmes among the poor
. Their experience has positively influenced the government, promotional agencies such as NABARD and SIDBI and external donors to start similar programmes on a wider scale. The Government of India (GoI) has extended policy support to these community based initiatives, particularly since the SHG movement held out great promises to women.  

The Government of India has been utilizing self-help groups
 or savings and credit cooperatives in the provision of micro-finance. Micro-finance has evolved as an economic development approach intended to benefit women and men from low income groups. As the field of micro-finance develops, the focus changes from the delivery of credit services to a true process of financial intermediation, including provision of savings and other financial services demanded by the poor for promoting livelihoods and income generation on a sustainable basis.  

1.3. DRDA in the Emerging Role: A new thinking has emerged on schemes relating to self- employment and credit delivery system for the poor. This change in thinking is largely reflected by the introduction of Swarnajayanti Gram Swarojgar Yojana (SGSY) to promote self-employment among women and men and enabling them to cross the poverty line. Consequently, the DRDA has moved away from individual beneficiaries of providing subsidies by linking  bank credit) to group based approach to facilitate self-help movement. It is now involved in new ways of implementation – ‘DRDA is expected to play a different role in the promotion of SHG-bank linkage programme. It has to facilitate simultaneously the process of formation and strengthening of groups, and building relations between SHG and local banks’.  

There has been considerable shift in poverty alleviation programmes with the emergence of Self-help groups. Accompanying this change of perspective is a better understanding of the implication of institutional arrangements (at district, state and national levels) for achieving the ends of greater service, scale and sustainability. At the district level, the DRDA has been playing an important role in the promotion of self-help movement. There are also a range of institutions involved in experience generation, capacity building and service delivery in the promotion of self-help groups. In fact with the graduation of the movement, institutions are now expected to equip to deal with new generation of needs (e.g., livelihood promotion).   

Andhra Pradesh is a leading state in the promotion of self-help group movement in India.  The state has received more than half of the total support by NABARD to SHGs in India. DRDA has played an important role in this achievement. The state has also benefited from the experience generated by special projects such as UNDP in selected districts.  Based on this experience, the state initiated a state wide programme (i.e., Velugu), with a separate institutional set up. This almost forced DRDA into an insignificant position. Subsequently, there was a realization for converging the Velugu and DRDA, which resulted in bringing Velugu and DRDA under the single Project Director. In the above background, Poverty Learning Foundation (PLF) has undertaken a study in Rangareddy district of Andhra Pradesh (AP) to understand the changing role of DRDA in the  promotion of poverty reduction strategies at the district level.   

 2. All About the Study 

This study was supported by CARE (India). The field work for this study was undertaken between October and December 2004. It looked into poverty governance at the meso-level, with particular reference to the DRDA and its institutional arrangements in the context of SHG movement. This was a joint effort by Poverty Learning Foundation (PLF), CARE (India) and DRDA.

Ranga Reddy district (AP) was selected for the study for three reasons: (a) CARE (AP) facilitated field initiatives in Chevella mandal in the last one decade towards experience generation in micro-credit; (b) its proximity to the state capital  attracted state interventions; and (c) it provided ideal condition for extreme case scenario, i.e., rural-urban continuum as well as pockets with extreme poverty.  The sample mandals of the study were representative of extreme case scenario in the district.

2.1 Objectives: The study has focused on exploring perspectives and emerging priorities at the meso-level to guide SHG movement and thereby poverty reduction in the district. It has reviewed the evolution of programmes from IRDP to present day empowerment model (i.e., SGSY /self-help groups). In the process, the path traversed by DRDA was also analyzed. The objectives of the study were:

· to look into the institutional arrangements, mechanisms and role performance of different stakeholders;
· to examine DRDA and its human resource requirements in the context of changing role of DRDAs;
· to understand the capacity development strategy at district level for meeting the requirements of SHG movement; and 
· to look into the project management system to improve stakeholders’ participation in planning, implementation and monitoring.

2.2.   Sample of the Study:  The study covered Chevella and Peddemul mandals in Ranga Reddy district (AP).  The sample mandals represent extreme situation with reference to socio-economic profile and position of self-help movement.  Villages in sample mandals were ranked (with the help of mandal Samakya) on the performance of SHGs, diversity in SHG activities and intensity of anti-poverty programmes.  Three villages (Table 1) were picked up for in-depth analysis from the sample mandals.   

Table 1: Villages Selected from Sample Mandals
	Name of the sample mandal
	Villages selected

	Chevella
	Ibrahimpally, Aloor and Nyalata 

	Paddemul
	Buddaram, Rukmapur and Chaitanya Nagar


2.3.  Methodology of the Study: The study began with a consultation with the Project Director and key functionaries of DRDA. During the consultation, it was decided to have ‘Interactions with self-help groups and DRDA functionaries to evolve the study design. DRDA  designated a two member team (Ms. Leena and Dr. Pawan) to take part in the study.  
Different components of the study were:: 

(a) GOs, official orders and guidelines were reviewed to understand the historic process and evolution of DRDA.  

(b) Interaction with selected self-help group leaders in sample villages to understand their perspectives on the choices and ways forward in their journey of self-help movement (October 10, 2004).

(c) Focused meeting with DRDA-Velugu functionaries to understand their priorities and concerns that needed to be incorporated in the study (October 29. 2004).
(d) Participated in district and mandal level convergence meetings organized by the DRDA-Velugu.
The insights gained from the above process led to the formulation of the study methodology, tools and key questions. Thus, the  core part of the study was implemented in the following way:

In-depth studies in sample villages:  In each of the sample villages focus group discussions were held with key informants, VO and SHGs. In addition, three households were interviewed to gain insights into poverty reduction. 

Stakeholder analysis: Since the study also needed to cover important policy issues, it  consulted different stakeholders through focused group discussion or interviews starting from the State level to villages.  Stakeholder analysis  provided a first line of insight into the study’s main questions.  The list of stakeholders consulted at various levels has been  given in  Table 2:

 Table 2:  List of Stakeholders Consulted During the Study:
	State/ District level
	Mandal level
	Village level

	· PD (DRDA- Velugu)

· DRDA-Velugu staff

As a next step, the study report will be shared with Rural development departments, NABARD, Resource Agencies, NIRD and change makers 
	· DRDA-Velugu staff (CC’s, APM, MBK, MRPs and MDO)

· Local banks 

· PRI representatives (MPP/MPTC)

· Mandal Samakya (Board of Directors, EO-DWCRA)
	· Key informants (Sarpanch, village secretary, anganwadi, school teachers, etc)

· Village organization 

· Three SHGs in each village 
· Three households in each village 


3.  Institutional Framework at the District Level 

There are three main actors involved in establishing institutional framework for poverty alleviation: (a) Government organizations (i.e., DRDA); (b) Institutional credit agencies (Co operative credit societies, commercial banks and RRBs) and (c) NGOs. Among them the government is perceived as the most dominant player in initiating the development process. Most of the development programmes are designed at national/state level and passed on to a district for implementation. Institutional credit agencies are also important partners in the development process as they co-finance most of the existing government programmes and also have been directly lending to the poor in recent year through linkage programme of NABARD. 

While DRDA plays a larger role, there are other institutions (SC, BC and minority corporations, MADA, etc) that work for setting priorities of different social groups; and each institution has separate target and works independent of each other.  

At the same time, local institutions such as NGOs, micro-finance groups, etc., are working to enable the poor to represent and secure their interest. DRDA is expected to steer the overall poverty reduction strategy at the district level. Private actors have also been contributing towards influencing the path of development.

As stated earlier, the Government of Andhra Pradesh has initiated a special project,  namely, the APRPRP (VELUGU), for improving the living standards of the poorest of the poor (POP) and the poor, particularly by women organizing them into CBOs and promoting sustainable livelihoods. A separate institutional structure has been evolved at the state, district, mandal and village levels for the implementation of the programme.  

The sustainability of the CBOs depends on the support and co-ordination of various institutions like Banks, other financial institutions, NGOs and related government agencies.  

At the village level,  a number of organisations or programmes are working.  Competition between different organisations and duplication of efforts is  common in these villages.   The following table explains  the presence of different programmes and organisations in the sample villages.  

Table 3: Development Institutions Functioning in the Village (Past and Current)  

	Village
	Institutions

	Aloor
	DRDA, Velugu, M.V.Foundation, Banks, Unani Hospital, VO

	Ibrahimpally
	DRDA, Water tank, DWCRA building, Velugu, DWMA, Care, Basix, M.V.Foundation

	Nyalata
	Care, M.V.Foundation, Basix, DRDA, Velugu

	Buddaram
	DRDA, MV Foundation, Housing Corporation

	Chaitanya Nagar
	Banks, DRDA, IAY

	Rukmapur
	DRDA, MV Foundation, Velugu


4. Analysis of Poverty Reduction Strategies in the District 

4.1.  Study Area: The sample mandals represent two distinct patterns with reference to socio-economic aspects and SHG movement (Table 3). Chevella mandal being closer to Hyderabad is well connected with markets. As a result, the livelihood activities in the area were more tuned to the demands of urban market. There was a considerable preference for vegetable cultivation, floriculture, dairy, etc. A number of small farmers were able to get regular incomes being engaged in marketing activities (rage from vending to large scale trading). They also gained control on markets by owning a place or shop in Raithu Bajar and other market places. The poor were surviving on dairy activities; and also non-farm employment in towns. The enhanced confidence from the above process was gradually contributing to re-orientation of livelihoods in the area.

There was improvement in the people’s well-being due to availability and access to facilities such as education, safe drinking water, transportation and market. In a few sample villages, the area under agriculture had come down with educated youth preferring to move into new generation activities.  

Peddemul mandal has sizeable tribal population.  Due to its remote location, it had limited market facilities and thereby limiting  access to markets. In addition, livelihood opportunities were skewed with periodic drought conditions and a large area under rain-fed cultivation.  As a result, people had to fall back on migration (travel to far away places such as Mumbai, Pune) during the lean season.

Table 4: Distinct Features of Two Sample Mandals 

	Particulars 
	Chevella
	Peddemul

	Number of SHGs 
	601
	412

	Proportion of households outside SHGs in the sample villages 
	26.7
	44.3

	Village Organization of SHGs
	A majority of the SHGs are into VO, except in Alur (4 groups are outside VO network). 
	A number of groups have not joined the VO in all the sample villages. 

	Mandal Samakya
	MACTS was formed (with 501 SHGs) and functioning since June 2000
	Board of directors were elected in February 2004; and in the process, they are  learning by attending monthly meetings. 

	SHG-Bank linkages 
	Banks supporting SHGs through MACTs
	Banks are directly supporting groups 

	Livelihood profile of group members 
	SHG members are diversifying into non-farm sector 
	Dependence on agriculture and low-productive options 

	NGOs
	CARE (AP) has generated experience on MACTS 
	No effort from NGOs in micro-finance 

	NBFCs
	BASIX
	SHARE


Even with respect to  SHG movement, there was wide variation between the two mandals. CARE (AP) has promoted micro-finance activities in Chevella  a decade ago. It generated experience in the mandal in institutionalizing MACTS. Subsequently, DRDA  also promoted  MACTS in the mandal. On the other hand, Peddemul  started facilitating MACTs only very recently. The other features that differentiate the two mandals have been  given in Table 3.

Characteristics of the sample villages:     Table 5 shows the distribution of households across sample villages.  Aloor was a bigger village with 1, 105 households, while Chaitanya Nagar is a small village. 
Table 5: Number of Households in the Village

	Village
	No of HHs

	Aloor
	1,105

	Ibrahimpally
	169

	Nyalata
	183

	Buddaram
	156

	Chaitanya Nagar 
	148

	Rukmapur
	244


The distribution of caste groups in sample villages have been  given in Table 6.   While Chaitanya Nagar is a tribal hamlet, other villages are inhabited by different caste groups. The backward and scheduled caste groups were dominant groups in Aloor, Nyalata, Buddaram and Rukmapur.   Forward caste groups were dominat in Ibrahimplly.  Women headed households were also found in considerable number across the villages, except in Rukmapur and Ibrahimpally.   
Table 6: Caste Composition of  Sample Villages

	Caste
	Aloor


	Ibrahimpally


	Nyalata


	Buddaram


	Chaitanya Nagar
	Rukmapur



	Upper caste
	1
	60
	5
	16
	0
	3

	Backward caste
	500
	46
	107
	75
	0
	195

	Scheduled caste
	400
	36
	70
	65
	0
	38

	Scheduled tribe
	4
	0
	0
	0
	148
	3

	Others (minorities) 
	200
	27
	1
	0
	0
	5

	Total households
	1,105
	169
	183
	156
	148
	244

	Women headed households  
	201
	0
	10
	30
	30
	0


Access to development programmes was better in Aloor….  These villages had experienced changes in the development process.   People in general recognised that over a period of time women were empowered due to self-help groups.  There was  focus on children’s education. An increasing number of people were taken up jobs (either in private or in government) every year.  The participation in agriculture was coming down among youth with education.
Nyalata village is very close to urban area, so adaptation of modern methods and techniques in taking up new livelihood activities was high. There was a considerable shift in  agriculture. Most of the farmers had shifted to vegetable cultivation. This village IRDP provides individual loans.  But now the loans are being given to groups. The Village was benefited with  DRDA intervention of water management programmes. This village benefited from  housing programmes under MPLADS scheme. Confidence in women has increased and they were willing to take up any development work. 
In Buddaram educated people have not interested to stay in agricultural sector.  Due to this the land owners’ were unable to take up cultivation and the land was given to the attached labourer on a lease basis.

Chaitanya Nagar is a tribal hamlet depending on rain-fed farming. Earlier, they used to cultivate groundnut. But, now they are depending on tubers and fire wood collection. More than 50 per cent  of the total households were migrating from this village due to lack of work availability.  Mostly it was the seasonal migration during December to May to Pune, Bombay etc.

This village had got houses allotted under the IAY scheme. It had a illiterate population recouping the people recognised the importance of education and they were sending their children to schools and higher educations. However,  their poor economical status was not allowing them to educate their children. In 1980, DRDA provided buffaloes to 10 members. On behalf of people into ITDA paid the total amount to DRDA. Road and drainage construction works were taken up under food for work programmes. DWCRA had been  providing small loans

Major livelihood activities in Rukmapur were related to agriculture, agriculture and wage labour. Fifteen families were depending only on migration. In this village all the households were sending their children to schools, only 5 children are there out of school. The major problem in the village for  water scarcity. It affected agriculture as well as livelihoods of the villagers. In non Agriculture season, people were depending on non-form sector. SHG, CMEY, Youth Associations were giving financial support, wage employment and giving moral support to vulnerable households in the village.  Recently, the food for work programme, implemented, under this programme benefited vulnerable households. 
People in Ibrahimpally, in particular,  agriculture labourours, had largely benefited by involving in Food for Work.  In addition, rice credit line (RCL) activity insured them during drought and lean season.  Watershed programme also improved the vailability of wage employment.
4.2.  Understanding on Poverty: All the stakeholders were asked to give their views on poverty during the consultation. There was variation in articulation of definition by the people, PRI representatives, banks and government officials. People, in general, regarded poverty as lack of food, shelter, health and sufficient income. In so far as officials were concerned, poverty was defined as condition that resulted in the absence of wage opportunities, employment and resources. On the other hand, Bank Mangers  stated that the poor were those who had low levels of education, resources and capacities.  The responses emerged from the study have been  provided in  Table 4.

Table 7: Stakeholders’ Views on Poverty

	Category
	Chevella
	Peddemul

	MPDO/DRDA-VELUGU functionaries
	Lack of assets, lack of sufficient work and  resource 

Illiteracy and  bad habits are resulting in lack of work and food 
	Landless and farmers with less than 2 acres of land can be categorized  as poor people

Inability to obtain sufficient work and fulfilling minimum needs

	MPP / MPTC
	People are becoming poor in the absence of work due to the failure of agriculture; and struggling for food, cloth and proper shelter
	Every one should get benefited in the government schemes

	BANKS
	Poor are those who have low levels of resources and capacities
	Poor should be provided with special inputs such as land distribution, capacity building on different livelihood options.

	People
	Struggle for basic needs (food, cloth etc) and work opportunities.
	Every day struggle for work, food and other basic needs 


4.3.  Stakeholder’s Views on Priorities of Poverty Reduction: A variety of needs concerning poverty reduction was listed out by the stakeholders. Creation of employment, development of water resources and fulfilling the new generation needs of youth capacities  emerged as most important priorities in both the sample mandals.   In so far as sectoral needs were concerned, agricultural development  got high priority. In Chevella,  there was equal preference for non-farm sector activities.  On the other hand,  in Peddemul
, stakeholders also gave importance to the creation of wage employment in poverty reduction.  

The need for welfare measures for the very poor and marginal sections were considered in addition to support extended through micro-finance.   People were asking for land distribution, house sites, etc.   In fact, Mandal Samakya in Chevella  initiated housing programme
. 

Women, particularly in Chevella,  emphasized on the need for groups to provide finance for children’s education in addition.  They expressed the need for increasing quantum of livelihood finance, emphasizing  on trainings and other support services to scale up income generation activities. People’s views  also included expectations on ongoing programmes and current government plans.   For example, their priority on land allotment  figured in this connotation.  Further, people had a strong preference for promotion of new generation activities in support of youth who were reluctant to participate in agriculture. 

The Bankers gave priority to the creation of wage employment, income generation opportunities, investment support to the poor and market facilities at the mandal level.  

In Chevella, being located in the catchment of Himayatsagar, it was not allowed (by law) to implement surface water conservation activities and start industries.  Thus,  the mandal had no opportunity for undertaking watershed programme; and expansion of industrial sector.  All these might  have affected growth and expansion of livelihood opportunities.
MPTC (in Chevella) was concerned that resources made available at mandal level were not adequate to meet the total need.  Even though the proportion of people below poverty line had come down, there was an increase in the number of BPL households. The quantum of support under various programmes had not increased even though prices had gone up. The state had reduced its responsibility and support in the name of SHG.   PRI representatives in the sample mandal  suggested that there should be a mechanism to design programmes, from time to time, based on the needs of the poor.  
MPDOs and DRDA-VELUGU officials  emphasized on the need for increase in the quantum of finance, promotion, of  livelihood activities, facilitating vocational courses and linkages, service providers in order to promote self- employment among young women and men. They also gave importance to wage employment and market facilities.   

The District would have to allocate programmes and resources to the mandal taking into consideration the poverty situation and the proportion of SC and ST population.   In reality, this was modified based on political interest.  
4.4.  SHG Movement: The Indian government  assigned importance to micro-finance and decided onwards that group methodology should be adopted in case of poverty alleviation programmes from 1999-2000 onwards. Micro-finance implied providing poor people in rural and urban areas, especially women with savings and credit facilities for setting up or expanding business for investing in self-employment activities and for increasing household security. The popularity of micro-finance programmes in India has been, in part, because of the belief that they  lead to poverty reduction and empowerment of women
. The evolution in thinking on poverty has also brought in change in the development approaches and practices, as indicated below:

· A shift in policy focus from welfare to development and to empowerment, during the five year plan period, especially after the 1970s.

· Assignment of functions relating to women’s development and empowerment to different types of local organizations, line departments, local government, NGOs and others.

· Formation of grassroots level women’s organizations for their development and empowerment.

· A shift in targeting strategy from ‘individual beneficiaries’ to SHGs of women involved in ‘micro-finance’.

· A shift in strategy from issuing loans to individual beneficiaries to using micro-finance as an instrument for development and empowerment of women organized in SHGs.

The following questions are important in responding to the above changes: 
· How was DRDA  reoriented towards people- centered development approaches? 
· Was DRDA  able to provide the necessary leadership and capacity to address many of the issues involved? 
· How far the DRDA been re-examining its roles and committed itself to developing new managerial and technical capabilities?                                                                                                                        

(i) Micro-finance in poverty reduction:  The vision of the groups as captured during the interaction meeting with SHG leaders on October 10, 2004 was as follows: Economic empowerment was important for achieving social improvements.  For example, a member had grown from farm labour to owner of a small business; this  resulted not merely from access to loan, but also member’s ability to pursue the agenda.  In another case, a member involved in non-farm activities could establish a cluster of non-farm activities i.e., tailoring, petty shop and rice mill.  Members were in favour of taking up collective marketing, dealership, marriage halls, etc.  Madvamma (Marepalli)  felt, based on her experience, that it was difficult to run business by group and preferred individual business.  Groups should also work towards solving problems of women, particularly drinking water, housing issues.   

 Table 5 gives information on the proportion of households organized into SHGs in sample villages.  The proportion of households not organized into SHGs was  higher in the case of remote villages when compared to road side villages.  Similarly, Chevella Mandal had less number of households outside SHGs than Peddemul. In one sample village
 in Peddemul, almost 67  households had still to be organized into SHGs.  This was due to high rate of migration in the village. Discussions with key stakeholders and VOs revealed that a majority of the households outside SHGs belonged to the poor strata.  

Table 8.  Proportion of Households Organized into SHGs in Sample Villages:

	S.No
	Village Name
	Total No of HHs
	No of HHs- 
out of SHG
	% of HHs not covered in SHGs

	Chevella Mandal
	

	1.
	Ibrahim pally
	169
	37
	21

	2.
	Aloor
	1100
	500
	45

	3.
	Nyalata
	182
	26
	14

	Peddemul Mandal
	
	

	4.
	Buddaram
	156
	36
	23

	5.
	Chaithanya Nagar
	148
	100
	67

	6.
	Rukmapur
	252
	108
	43


People across the sample villages felt that SHGs had played an important part in improving their access to credit.  They seemed to have traversed certain stage in their development path.  A majority of the groups above 3 years of age were confident that they could mange savings and credit activities on their own with skills gained so far.  In a few cases, groups had also stated that though they did not participate in training, they acquired skills by observing g the trained groups in the village.
Table 6:  Livelihood Profile of Self-Help Groups 

	Primary livelihood
	No of groups

	Agriculture
	11

	Wage Labour
	10

	Non-farm activities 
	7

	Traditional occupations 
	2

	Midday meals
	1

	Livestock 
	1


The Group members felt that there was a gap in understanding between women and men members in the community. In  extreme case, men encouraged women at the time of borrowing loan, but discouraged them on repayment. A general complaint on men was that they disturbed group meetings. Nayalata imposes fine on men if they disturbed or interfered in group meetings. This did not in any way help in facilitating understanding and pro-active role among men.  Whilst SHG movement  generated positive energy among women, it also led to a gap in thinking and action among men and women. Thus, the pace of development was affected. The need for pacing up men and help them to join women in development of collective vision of household was demonstrated in the following case: A member was able to expand assets from a single buffalo to purchase of land and then drilling bore-well as members in the household had shared the vision.  So, groups should guide the entire household in order to channel family strength and rectify erring members, wherever necessary. 

SHG and their members were involved in borrowing from various sources (including moneylenders) and as a result multiplying the credit options. In some sample villages, Non Banking Financial Companies (NBFCs) were found working. BASIX worked in Chevella mandal, while SHARE worked in Peddemul. Some of the members in sample groups had membership in five-member groups formed by a NBFC. In the words of members – we approached moneylenders and other sources of credit as the loan provided by SHG was  not adequate for fulfilling overall consumption and livelihood needs of our household.  People had also cited extreme examples in this regard. 

· Some members in Nyalata (Chevella mandal) and Buddaram (Peddemul mandal) used to be in five-member affinity groups formed by NBFCs.  Over a period, some members   stopped borrowing from NBFCs after realizing that they were charging higher interest on loans.   A few others were continuing as members in SHGs as well as NBFCs.

· SHG monthly repayment schedules were not matching with our income levels.  So, we were  forced to borrow from other sources even though interest rates were high.

· It was also common for members to look for different institutions for credit, as they had multiple needs.  A few members used these diverse options of credit to improve their wellbeing, while others (in the absence of capabilities) had fallen into debt trap.  

Several members saw the need for long-term loans also, as their repayment was linked to crop harvest. Group members were  facing  pressure of repayment during agriculture season, when they needed investment for pursuing agriculture and cope with household consumption needs. SHG was only able to provide loans to fill investment gaps during farm operations and fulfill consumption needs. So, even after participating in SHGs for several years a majority of  the members considered  moneylender as an important option.

Older groups seemed  to have less dependency on moneylenders
.  Members felt that this was due to an increase in group funds, access to loans from banks and MACTS. Within these groups some members had more dependency on moneylenders than others. In other words, a few members in a group who were not able to get repeated and incremental loans from groups were still depending on moneylenders. In a way this suggests emerging variation among group members in options and aspirations.

The in-depth analysis at household level has revealed that in spite of borrowing from many sources, the overall quantum of loan borrowed by the members in a year had not increased substantially. Above all, the capability of the members in several groups came as a major constraint in the proper utilization of credit. Members often used loan for consumption or household purposes. Even in a few cases whose investment into income generation activities was made, the activity was not  growing beyond a scale. So, repeated loans (incremental) were mostly going as dead investment. Several instances of women borrowing at low interest and circulating at higher interest to other members, in the area had come as an alternative mechanism. Thus, it was doubtful whether capital created at the group level was really contributing towards wealth generation of member or their household levels.

In sample villages, a number of SHG leaders and enterprising women members (more so in older groups) were showing keen interest in delivering development programmes or taking up contracts such as construction of DWCRA buildings. In some cases, SHG women had also shown interest in negotiating (often mediating!) with bank mangers for crop loans and other necessities of other members in the village. In the interaction meeting of SHG, the participants expressed different views on this aspect. The same has been  presented below: ‘we look forward to expand our work from savings and credit to income generation activities. The participation in contracts, such as construction of buildings gave us confidence and space in development process. At the same time there were some concerns in this front:

· There was intense competition among members for mid-day meal, PDS shop, etc. In several cases, this led to conflicts among group members.

· Generally, group leaders were trying to explore these opportunities in the name of the group. As a result, there was no role for other members in the activity.   But, there were several instances where group members were forced to take responsibility in case the activity resulted in losses. This affected group functioning negatively.

· Groups were facing problems in taking up contract works due to lack of initial investment, late payment by the Government, competition from private contractors, etc. 

· In a few cases other members in the community had taken up works on behalf of the groups,  where it had no control.

· A few SHGs were  demanding that they needed to be given opportunity in development works implemented by the GP, as there was misuse in funds.

So, some of them believed that:

1. SHGs should participate on  issues like social issues, health, prohibition, etc.  It had a bearing on their lives  

2. Income generating programmes might be implemented  in view of members’ interest. 

3. Group training should be decided as per the needs and  people’s priority. 

4. There was additional work load on groups due to involvements in contracts, Ration shops, Mid-day meal scheme, etc. Such efforts would only benefit the group leaders and there were several experiences of these leading to conflicts among group members 

5. SHG might need to participate in government schemes to gain access to entitlements;  but there should be clear limit in this approach

6. Groups might need inputs on legal issues  

The groups after attaining financial self-sufficiency had a desire to take up higher order economic activities. This necessitated new ideas and capacities for pursuing these ideas.  But, members in the group had wide-variation in the capabilities. In view of the above, members felt that economic plans at this stage should go beyond the member to encompass needs of other household members, in particular,  educated men and women in the household.

Women were using SHGs as an option to support children’s education. They considered that this would put their households in the path of development by equipping youth members with next generation capabilities. In other words, availability of credit for repeated needs is the  major criterion for fulfilling the desire. This was a dominant feature in Chevella.   

At the same time, all the sample groups expressed their desire to graduate from savings and credit activity to enhance livelihood promotional activities. While newly formed groups wanted information on government programmes, older groups were interested in training and financial support to take up livelihood activities. For this to happen, they were in need of training, quantum jump in livelihood finance, information on government programmes and capacities for productive use of loans (Table 4). 

The real poor were not aware of development programmes. Leaders and newly empowered women were not allowing information to percolate down to members. As a result,  leaders with newly gained confidence use information for cornering benefits for themselves.  Thus there was need for disaggregated inputs to group members based on capacities; and also facility for new generation skills. For example, SHG members or their children, if completed 10th class,  might be provided with new generation skills.

The need for addressing next generation activities strongly emerged during consultation with SHGs, VOs and Mandal Samakyas. The activities that support the next generation needs should aim at higher quantum of financial support; and services of higher order. The groups had also expressed the need for developmental institutions to focus not only on providing financial support, but also on training and technical components related to livelihoods. 

Table 10: Group’s Views on the Needs to Go Beyond Savings and Credit 

	Group needs
	Total SHGs
	Chevella
	Peddemul

	Training / Capacity building
	6
	4
	2

	Livelihood promotion
	6
	5
	4

	Information on government programmes
	2
	2
	0

	Financial support
	5
	2
	3

	Interested in working  with different developmental institutions in convergence mode
	1
	1
	0


The Quantum of livelihood finance was always less than the overall unit cost. As a result, members had to borrow from other sources to begin the activity. Groups and apex institutions of a group should go beyond conventional backing to deepen the credit.

MPDO in Chevella was deeply concerned that various institutions which were competing to provide credit.  While this gave options to the members, it might create unhealthy atmosphere in the villages. A Plethora of institutions was involved  credit delivery and all SHGs as a basis. Thus,  there was a radical change in credit delivery at village level. At present, there is unhealthy environment in the village and this lead to misconception on credit as instrument of development. Village Organization might have to play a role to regulate members and groups from unhealthy borrowing.   

SHGs want to work with Gram Panchayat (GP).  Presently, GP collects information about group members. Village secretary also collects information on groups to fulfill his/her responsibilities. SHGs are concerned that GP is not involving them in preparing POP list, identification of needs and planning. As a result, a number of POP members did not get BPL cards. Only exception to the above scenario by Rukmpaur in Peddemul, where the Village Secretary supported groups in record maintenance.

The SHGs should be well versed with the day to day changes in the banks activities. At present, different organizations are involved and communicating differently. It is important that these organizations evolve methods to generate better understanding and help in saving our time. The SHG groups should be provided with knowledge and information on Government development programmes

4.5.  Other Tiers of SHGs: Other tiers of SHG institutions are Village organization, Mandal Samakya and District level unit.   The discussion in this report is focused up to mandal Samkya.  The group members’ vision on the networks is as follows: VO and Mandal samakya should enhance community control in the management of micro-credit activities and possibly regulate micro-finance at the micro-level.   The desire of Mandal Samakya (Chevella) was to act as a sub system within the  banking sector, while maintaining strong linkages with development institutions. 

· The rules and systems of other SHG tiers should contribute towards strengthening and enabling effective functional role for primary unit; and all the existing practices that might weaken SHG would have to be replaced with pro-SHG support systems and practices.   In other words, members regarded high priority for evolving functional roles of different tiers of SHG institutions that were more complementary and supportive to each other, with particular emphasis on primary unit. 

· SHG institutions were also expected to negotiate and provide services as required and demanded by the members.  

· In managing and evolving these institutions, members had recognized the need for higher order capacities and services to position with other institutions.  There was a need to inculcate a desire to build different layers of leadership both to spread the movement of micro-finance and reach out people of various capacities including the poor.  

The discussions with Mandal Samakya indicated that in Chevella mandal, based on their perception, roughly, about 100 women were having capabilities of training institutions and required many more people to be created with similar capacities and there was a need for support from the government functionaries to initially manage these institutions till  they attained the capacities of self management.  The attempt was not for self management but for institutionalizing democratic processes and decentralized management of credit deliveries and other poverty reduction strategies including livelihoods.

In each of the sample villages, VO was  the core organization of SHGs.  Primarily, it was formed by networking the groups in a village.  In a few sample villages, the VO was formed by bringing groups from more than one village to cover required number of groups.   This arrangement was ridden with problems: (a) groups in hamlet finding it difficult to attend the meetings; and (b) VO in Buddaram gave preference to groups in the main village in allocating funds. 

In both the sample mandals VOs were formed in the last  six months.  Though VO  did not have independent source of funds, mobilized funds through membership fee, share capital and support provided by VELUGU.   

· VOs in Chevella were formed without considering earlier process (i.e., village committees formed under Mandala Samakya)

· Some SHGs in sample villages had expressed their inability to contribute membership and share capital to different tiers of SHG, as the amount was beyond their capability.  

· At present, the VO is reduced to mere accessing and delivering VELUGU resources; and VOs in sample villages  already accessed funds from Velugu.  Bankers said that they could not support directly the VO as VO as it was not  a registered body.

· Important concerns which have emerged in the study on VO include: at present,  the systems and procedures of VO are not clear to many members and SHGs.  At times,  we have no information on VO meetings and other activities.  There is a need for strengthening VO operations.  One point strongly felt across the groups was: VO should allow groups to decide on the eligibility of member for any support from VO.

· The future direction of VO will depend on the way it pursues identification and organization of the poor, monitoring the groups, collection of information as needed by different line departments,  access and deliver government programmes, plan and  implement services as needed by groups (including capacity building), etc.  

· The decisions about new programmes are to be taken in the village meeting or grama Sabha.  The selection of beneficiaries for all Government programmes should be done in VO.  In almost all the villages, VO has an aspiration to have major stakes in village development activities.  In the words of SHG member - Gram Panchayat Programmes must involve SHGs in its decisions related to Health, environment, cleanliness etc.  On the other hand,  Gram Panchayat prefers VO to be focused on micro-finance activities.

At the mandal level, the important SHG institution is that of Mandal Samakya; and usually formed by federating SHGs in a mandal in the form of cooperatives such as mutually aided cooperative Societies (MACS).     In Chevella, Mandal Samakya was formed in 2000, while in Peddemul,  the processing  was on to form and register  a MACS.  

· At the time of formation of Samakya, EO-DWCRA and active leaders went around villages and identified ‘A-grade’ groups.  Subsequently, with the motivation of leaders,  a number of groups in ‘B and C grades’ had improved and joined the Samakya.  After electing the Board of Directors, they were involved in the cultivation of practices for six moths.  

· The Samakya was managed by the board of directors and six organizers with the support of EO-DWCRA.   SHGs will have to support the book keepers on their own.   

· The Samakya had 501 members; and each group had to contribute Rs. 5,000 to join the Samakya.    In the words of  Samakya, so far not involved in formation of new groups, particularly for the poor or helping groups to reach ‘A grade’. 

· The Samakya funds included membership fee, bulk loan from the bank  etc.  About 70 per cent of the loans provided by the Mandal Samakya (in Chevella) were for agricultural inputs and investments.  The rest of the loan was given for education (15 per cent) and IGP activities (15 per cent). 

· Training was needed for strengthening the (women) the Samakya and facilitated it to compete with other MFIs.  Though the interest rates of the Samakya was lower than other, a number of people still borrowed from others also. 

· The Samakya was aspiring to play a role in improving members through services such as insurance, health, education and livelihood.  It also saw a role in negotiating with various institutional points. 

Finally,  responding on the  support and skills they needed, SHGs of Chevella Mandal said with great confidence that they liked to work with different institutions in convergence mode to increase their capacities, skills and to get latest information and technical knowledge to achieve their goals in the process of development. The group members wanted to adopt livelihood activities like vegetable vending, agriculture, petty shop etc. For achieving this, they were seeking financial support and trainings on marketing skills and information. Thus,  these groups are planning for up-grading their skills and capacities and they were seeking all-round support from MACTS in this regard.  They wanted to take forward the groups with mutual co-operation and understanding in future. They further want to take up collective activities by the group for income generation. They are seeking other development institutions support, for their capacity and skills improvement on marketing and new programmes. They wanted to improve their livelihood mechanism in such a way that they seldom depended on loans in future. 

4.6. Vision Statements of SHG Members:  The following are vision statements which emerged from the SHG members and sample households:   

	Some groups have special agendas such as developing its members’ children through support to higher education, which will lead to family and village development.

	

	In our opinion, different tiers  of women groups should act as bank to support the family members, particularly unemployed youth, with loans for employment opportunities.

	

	Groups should work towards rehabilitating handicapped people.

	

	Groups should move beyond savings and credit transactions to provide livelihood opportunities and business like the tent house, dealerships, drugs stores and dairy farms.

	

	Groups should involve in providing life insurance to all the members.  One option can  be to create a fund to meet risks and emergency situations.

	

	Lady advocate should be employed for solving any women-related problems.

	

	The members should be educated on issues like health and cleanliness. 

	

	Forming groups for people who are outside the group.

	

	The assets that were created after joining the groups should  be directed towards overall family development.

	

	The group should move beyond planning for its members to include other family members of a group member, particularly in livelihood promotion.


5. Poverty Governance 
5.1.  Institutional Arrangements: As discussed in section 4, several institutions have been working at the district level for promoting micro-finance activities as part of poverty reduction. This naturally demanded a change in DRDA functions and operations. There was no doubt that DRDA had made considerable progress in its new role. In the process, its functional relations with line departments and banks had also been evolving. As a result of special projects, it had to further modify to the demanding conditions. 

(i) DRDA and other government programmes: DRDA had to work through line functionaries and at mandal level MPDO provided important link
.  MPDO continued to perform all other rural development functions, while the role in facilitation of SHG movement had come down.   Two aspects were important: (a) SHG, VO and Mandal samakya had emerged and taken over certain roles; and (b) Integration of Velugu and DRDA
 had created many opportunities for making available appropriate number of staff and suitable machinery in the promotion of micro-finance (Table ?).   

Table 11:  Organizational  Structure at DRDA, Velugu and Community levels 

	
	DRDA
	VELUGU
	Community

	District 
	PD
	PD, APD, and DPM
	

	Cluster (A group of mandals )
	4 APOs
	APM
	

	Mandal
	MPDO (EO-RD), EO-DWCRA
	CC and Master book keepers
	MS

	Cluster of villages 
	Community organizer
	CA, Village book keepers
	VO and SHG


All the above necessitated functional and operational changes in the way micro-finance activity being managed; so also between DRDA and VELUGU projects.  Stakeholders’ views on this important aspect have been  presented below: 

· There was limited interaction  between DRDA and line departments.  The role of MPDO has been nominal, particularly after the merger of DRDA – Velugu.  There was need for providing increased  capacity building inputs.  In this context, it had become necessary to concentrate on  capacity building role and process of supporting the poor.

· A decade had passed since the starting of SHG movement.  Activities had become  routine/so people were losing interest.  Effort is now needed to sustain the group through graduating the activities and expanding scope of group activities. 

· SHGs needed a system/or facilitation process where they identified and pursued their needs with a minimum or required support of external agencies.

· DRDA-Velugu functionaries considered that group approach was necessary as it had greater potential for sustainability.  At the same time, its success depended on the quality of SHG building process.

· VELUGU has promoted the capacity building mechanisms at district, mandal and cluster levels. In addition, monitoring system is also more intensive than before.   This will contribute towards improved quality of groups and promotion of livelihood activities.

· Though there were many efforts to bring governance reforms at the macro-level, there was not much effort at the meso-level.  At the district level, there was a need for differentiating governance functions of development and administration.  Therefore, a separate unit might have to be in place to oversee specialist functions of development and support the District Collector in the coordination of all  development institutions and programmes at the district level.  

· In spite of the experience generated on the potential of SHG in poverty reduction, different government departments have been continuing to function in different modes.  The convergence meetings have been serving as forums to dialogue or voice concerns, but not for institutionalizing real convergence.  In the words of DRDA-Velugu functionaries – Other departments involved in the development process have limited understanding on SHG.  Even though some of these departments have been using SHGs to deliver their programmes, they are not involved in any way in SHG strengthening process.  This is the situation in spite of the experience generated in the past one and half decades by DRDA.  

· A strong need is also felt for all the development agencies to join in the movement of building people’s institutions as an important strategy in poverty reduction and supporting the DRDA. 

· All the departments working on poverty reduction have been spending a proportion of their financial resources for training and capacity building.  In the implementation of training activities,  the departments have  been planning independent of each other.   As a result, the same person may be trained on same or different aspects.  The impact, therefore, is much lower  than the potential scope.  Ways are to be found for making collective impact by institutionalizing the capacity building process.

(ii)  Institutions of SHGs: The emergence of SHG and their institutions has resulted in creating community level structures for decentralized Management of micro-finance activities in poverty reduction, For example  Chevella local bank has been finding it easier to provide bulk loans to Mandal Samakya, which was formed in 2000, than directly delivering SHG-bank linkages.   Similarly,  DRDA also receives application and process support to groups under SGSY through Mandal Samakya.  In the words of one senior official - People’s organizations were not there in the past. This is a new chapter in the development. This provides opportunity for sustainable development
.  Different departments are now taking interest in them:

· For getting information (e.g., mother and child health)

· For creation of awareness and mobilization of people (i.e., children’s enrollment in schools, immunization, family planning) 
· For the implementation of development programmes

 The onus of identification of and providing support to the poor has also been shifted to SHGs.   The mind set of the official on SHG is captured in the following words- The functional  mechanisms  of various poverty reduction institutions should undergo change.  For example, currently DRDA-VELUGU is working in villages and is able to facilitate planning by understanding the people’s needs; and has been playing all active role in motivating people.  The same is not happening the ith Health department.   Presently, everyone looks at SHGs as magic bullets which will always hit the target.  While encouraging SHGs to take up larger development is  necessary, it should not lead to overburdening of SHGs and withdrawal of support line from the government.  
(ii) Banks:  Local banks have been providing financial support to the SHGs and individuals under different developmental schemes. The Bank Managers in the sample mandals were positive on the role of SHGs in expanding access to credit in rural areas.   In the words of the Bank Manager (Peddemul) – ‘We used to struggle for the recovery of loans in the past. The bank could not recover loans and write  off almost 20 lakhs before the advent of SHGs. After SHG-bank linkage programme came into being , members have been  repaying loans with a greater responsibility.  So,  we are at ease with these changes’. 

In SBH (Chevella), 160 SHGs were operating their accounts.  About 20 per cent of the bank business was on SHGs.  After success in SHG-bank linkage, the bank started financing groups through Mandal Samakya.  The bank provided bulk loan
 to Mandal Samakya, which,  in turn,  supported ‘A grade’ groups.   The groups with a membership in Mandal Samakya were  eligible to directly transact with the bank.  There was no effort to guide erring groups to move to ‘A grade’ either by Mandal Samakya or DRDA or the bank.

The Bank Manger (SBH, Chevella)  stated that there was  a vast potential for the bank to increase its business share in micro-finance.  He considered that the following were important in this direction: (a) Bank might appoint a special officer to be an effective actor in micro-finance and compete with NBFCs such  as BASIX; (b) DRDA and other government functionaries should support groups in spreading awareness, developing capacities and accessing services for taking up livelihood activities; (c) DRDA should play a role in sustaining SHG movement and agenda set in motion by VELUGU (after project phase ends); (d) Banks would have to promote Institutions of SHGs as strategic units; and (d) banks should join groups in providing  insurance products. 

The Bank Mangers also expressed certain concerns regarding SHG movement.   SHGs though in existence for over a decade had not been able to put credit into productive use.  The Government  recently announced that groups would  get loan @ 4 per cent per annum.  Bankers said this is possible only when government compensated the balance of interest on the loan. Further, there was a need for motivational trainings to bank officials if they had to play a positive role in the promotion of micro-finance.  At present Training centres of different banks conducted, every year, selective training events. The Bank officials gained an understanding of SHG either by attending such events or reading detailed circulars issued by the bank.   

(iii) NGOs and Resource Agencies:

5.2.   Planning: An important concern that emerged was lack of  process to assess and translate the poverty needs into plans at the district level. The interventions tended to be very generic across the sample mandals. The high intensity of problems in Peddemul demanded for disaggregated view on the needs, strategies and resource allocations. 

· Poverty reduction should be defined in the larger context. There was a need for change in our thinking that poverty reduces only with financial assistance.

· The plans by  various institutions seemed to be mechanically prepared based on information flow and priorities set by functionaries

· Banks provided  very routine information in preparation of the credit plan

· There was no way for DRDA and others to  come together in preparing the plans.  It came  to light that trainings were  provided  without concerning what the other had done and as a result same member was covered by two institutions at different points of time.   There was no information to monitor these and bring converge.

· The planning  across institutions was quite inadequate to deal with the issues identified by the people.

· The resource mobilized at MDO/MPP level was alo used   without concerning about the priorities. 

5.3.   Targeting 

The process of identification of the people for government support under anti-poverty programmes has undergone change with the emergence of SHGs at the  centre stage.  Two aspects are important in this context: (a) change from conventional mode of identification camps to participatory identification of the poor; and (b) the process of delivering support has also undergone change from individual beneficiary approach to group based approach.

The above have brought in changes in the roles of different actors in the identifying  and supporting anti poverty programmes.  In the view of the officials met during the study – ‘SHGs and their networks were  assigned with roles of addressing poverty issues.  All the development actors looked at them for different development functions’.  However, the following emerged as major concerns from the voices of different stakeholders:

· MPDO role in the  identification of individual beneficiaries (for DRDA/SC, BC Corporation, etc support) was confined to forwarding applications accepted by the bankers. Occasionally, MPDO  also included application received by his office or during his/her field visit.  As there was no mechanism to identify and target the poor, the households outside the groups were deprived of opportunity of accessing their entitlements.  

· Bankers had no mandate in the changed conditions to support the poor under anti-poverty programmes and thus engage in giving approvals to those approaches and pursue the bank manager.   MPDO would have to naturally consider these applications as s/he has to fulfill her target. 

· There was disagreement among stakeholders on poverty data prepared in villages under VELUGU, though it was supposed to form the basis for targeting the poor. The MPPs,  in sample mandals,  had felt that the data would  not valid as it had many inconsistencies.   They suggested that such processes should be facilitated by well trained and competent people in future. 

Table 12: People’s Views on Changes in Beneficiary Selection Process

	Village
	Changes in selection

	Aloor
	· SHGs were formed and they are selecting the poor 

· They are confident of taking up small village development works

	Nyalata
	· Villagers were able to express  positively about the implementation of development programmes such as  IRDP, DWMA, DWCRA, Anthyodaya, and CMEY youth groups 

	Buddaram
	· Earlier, the beneficiaries were selected as per the list which consisted of   nominated beneficiaries at the GP level. And the scheme was given by the government planning policy. 

· But now- a- days.,  the selection of beneficiary is done by the grama sabha through  people’s  participation and as per the needs of the people the programmes are designed.

	Chaitanya Nagar
	· All got houses

	Rukmapur
	· In the past,  the beneficiaries were selected from the list provided  by GP. The scheme was designed by higher categories.

· But,  at present, the selection process has been  changed to  the people participation  as per the needs of the farmers

	Ibrahimpally
	· The selection process has shifted from individual to groups. 

· In the past,  the local government was only interested in selecting  the beneficiary, but now the groups and people are selecting the beneficiaries and monitoring  development

· Mostly PoP were targeted , but some people felt that the GP and big farmers took the major share of amount and rice and completed the proposed works by contractors.  Only some people were benefiting at the grass root level. 


· SHGs and their networks were  identifying and supporting groups with micro-finance to reduce poverty.  In most of the sample villages, a large number of poor had  not organized into SHG.   Consequently, they were deprived of opportunities of accessing developmental support.  SHG networks were supporting groups based on performance.  While this was important, there was  no initiative to guide groups which were not performing well.  So, the groups consisting of the poor had been left out of SHG-bank linkage and/or Mandal Samakya support.  

· All the above raises the following questions: What is the way out for the poor?  What role one expects from SHGs and their institutions  and development institutions?  

5.4. Capacity Development (Human Resources): With the change in programmes, functionaries have learned and performed their roles. But there is a need to emphasize the  creating specialist roles among functionaries as per the emerging needs in the program.   In so far as capacity development is concerned, two things are important:  (a) Human resources and their capabilities in DRDA; and (b) system for meeting the demands of training at the district level.  
As stated above,  different institutions in the district have been operating in isolation with each other.  As a result, they end up targeting same person or duplicate efforts. Given the expanding need for capacity building in  view of SHG movement as well as emerging focus on livelihood promotion, there is a felt need to strategize use of resources available in the district for attaining better results. So, it is essential to focus on the following:

 -  Convergence of resource allocated for capacity building at the district levels taking into consideration plans of SHG and other institutions. 

- A system is needed for assessment of capacity development needs; and constant up-gradation of training material and modules taking new development and latest perspectives.

- The capacities and resources available within the district are to be properly channeled.  There is a need to create environment for collaboration and networking than competing in order to create combined impact. The district has though gained from the initiative of CARE (AP), it did institutionalize a system for feeding such learning into larger process. 

· There is also need for DRDA to create change institutions for influencing  the training courses and agendas of other institutions.

· Support systems have not been  developed to optimize the benefits by seeking support of resource organizations, rating institutions and NBFCs.

5.5.    Monitoring
Monitoring:  The participatory approaches and CBO based development initiatives have brought importance to monitoring.   This means that monitoring should be our integral part of planning, implementation and capacity building.  A separate functional responsibility should also be built in the organization.   And,  there should be pro-active measures on the part of DRDA to facilitate monitoring roles among staff and other intuitions associated with the process.  The current situation is as follows: 

· At present,  different institutions involved in SHG promotions have been playing a very limited role.  Even though Mandal Samakya provides financial support to “A Grade’ groups, it is not involved in proper monitoring roles.  

· While there is emphasis on grading of groups for linkages with banks, there is no process for monitoring the implementation of grading. 

· There is a need for facilitating self-monitoring monitoring at various levels as a back up support to QPA and decentralize monitoring responsibilities.

· There is also need for a system to monitor poverty in the district and help in decision making on poverty.  

6. Change Management
6.1.  People-Centered Development:  Traditional development theory holds that function of development is capital investment (channeling official development assistance).  Without denying the importance of financial resources, at least as essential is the development of local organizations through which people define and pursue their individual and collective interests within the guiding framework of national policy.  The organizations must,  in turn,  be supported by institutional structures and policies that create the necessary social and political space for them to function in their members’ interest. 

6.2.  Entitlements of the Poor:  There is no doubt that group approach has brought in several gains. The Stakeholders regarded group approach as a sustainable model for effective and productive socio-economic development.   Other gains of group approach as identified by them are as follows: 

· provides for micro-credit requirements of the poor

· strengthens poverty alleviation programmes; and 
· creates employment for self-enterprises and empowers people, particularly women.    

At the same time, micro-policy environment is not sensitive to the needs of the poor and marginal households.  Though identification of the poor is now done with people’s participation, stakeholders report  cornering of resources by informed people (mostly group leaders) in the absence of quality check on the process.  Thus, the poor are deprived of opportunities and government entitlements. 

In one sample village,  as much as 67 per cent of the households had not been  organized into SHGs, due to migration.  Perhaps there was need for a separate strategy in such cases.  This reminds us of the importance of other strategies in poverty reduction. Probably, one needs to explore ways of supporting members outside the groups or contextually develop a special package for delivering credit facilities to the poor.

6.3.  Micro-Finance: When examining the DRDA, it is important to understand the implications of the decision of the government to become actively involved in micro-enterprise development through credit programmes or other enterprise development services.  While it expands the scope for banks and private micro-finance providers, there is a limited effort in micro-production, services and training areas. Therefore, following points should be taken note of while implementing the micro-finance programmes: 

· Recognizing the heterogeneity of the poor should lead to more innovation of experimentation, which deepens the downward reach of financial services

· Recognizing that there is still a large unsatisfied demand for financial services among the bankable poor.

6.4.  Different Tiers of SHGs: Micro-finance sector should focus on strengthening the primary unit (i.e., SHG) if the movement should sustain in the long run. Other tiers of SHG (VO, Mandal Samakya) may have to evolve to provide or facilitate various services needed by the groups; and functional support of the banking sector as well as development institutions.   

6.5.  Functions of SHG Institutions: The prevailing environment is in favour of giving most  functional responsibilities to the institutions of SHGs.  But, at the same time, no one is concerned with  the kind of needs the groups would have to perform such roles.  Further, there is no clarity on the role to be played by various institutions in the context of the role assigned to SHGs.  To properly institutionalize the decentralized management, various actors need engage in role delineation process. 

6.6.  SHG-Bank Linkage: Recent growth of SHG-Bank linkage model and its ready acceptance and success in terms of outreach, advocates a focus on the formal banking sector as a provider of micro-finance.    The success of the SHG-bank linkage banking model reduces the need for other micro-finance service providers. It is important that the NGO should engage in innovation and generation of future ideas in poverty reduction.

6.7.  Deepening the Credit: Women are also depending on NBFC, moneylenders and others for meeting their credit needs.  It is time that efforts are made to deepen the credit to enable them to take up viable livelihood activities of certain scale. For example, MACS (Chevella) supported 100 members with bore-wells.

6.8.  Being Well-Informed: Groups have gained knowledge on government programmes and various institutions.  As a result, groups are demanding different institutions for sharing information.  While this may facilitate transparency, several people in the village take to reactive mode in the absence of proper information. In addition, the information is reaching only a few in the village.  All these will have harmful effect on the process of development.  Thus,  there is a need for a plan for reorienting the people on programmes, actors and functions through trainings and capacity building courses.

6.9.  Going Beyond Micro-Finance: Economic decentralization  needs a quantum jump from access to financial services to wealth creation at member and household levels. 

· Members expressed the need for SHGs to look for opportunities beyond members as next generation strategy in SHG building.  So, capacity building plans should go beyond members to address the needs of young women and women.

· DRDA should aim at creating services providers, networks and markets for facilitating growth of small business, employment and local economy.
· Micro-finance will need to be grounded on business strategies.  Some service providers may be placed with VO and Mandal Samakya. For example, BASIX though focus on credit, promotes business strategies to deepen the credit. 

· Mechanisms are required to meet the demands of the members for legal and health services.

6.10.  Pilots and Special Projects:  The district has gained experience from the initiative of CARE (AP) in Chevella. Stakeholders have acknowledged the contribution of the project in experience building  on micro-finance, particularly facilitating Mandal Samakya.  At the time of the study, CARE was working out on modalities with DRDA to transfer all the groups.  These groups had started joining Mandal Samakya facilitated by the DRDA.  This brings for  discussion the following issues:
· Pilot projects of this kind are always important in experience generation

· Government should develop a mechanism to handle such projects after facilitating  the institution withdrawal 
· A proper understanding on integration is needed.  In case this is meant almost disintegration of other institution, ways are to be found to sustain.

· Creating higher order institutions also mean long term commitment to handhold and developing management skills.  

· It is worthwhile to explore options, in such cases  for linking Samakyas with banks to position as sub-unit of the bank.

Velugu as a special project has been contributing to the systemic learning in DRDA.  DRDA needs to use this to prepare itself bringing reform in organisation and management process of poverty reduction in the district.  

· Understanding poverty governance needs to assign functional roles and responsibilities to different actors; and providing skills and competencies accordingly.

· Estimating the work load at different institutional points and the need for special services to plan for human resources and capacities.

· Acquiring competencies required for dealing with the need emerging from VELUGU intervention simultaneously  after the project period.

6.11. Capacity Development: SHGs have put in the place learning process among women.  Members are willing to taking up new ideas with exposure to experiences generated by enterprising women.  Groups have expressed limitations faced by several members due to skills and competencies.  It is time for different institutions in the district to jointly prepare and implement capacity building plans.  There is a need to pool human, financial and technical resources available in the district to create an impact.

6.12.  Challenges before DRDA:  Responding to the above challenges will place DRDA in a role that demands  new competence. It  also means reorientation to people-centered development approaches, acquiring capacities to address many of the issues involved and providing the necessary leadership.  DRDA must undertake a re-examination of its roles and commit itself to developing new managerial and technical capabilities. There are different challenges before DRDA, but the important ones are:  

· while it is necessary to effectively use SHG as  an instrument of poverty reduction, it should not shy away from its larger role in facilitation of the district level poverty reduction strategy;
· to be involved in understanding the diverse and complementary strengths and limitations of the different actors in their quest to improving the well-being of the poor; 

· to build the growing partnership with people, actors with similar agenda and service providers and develop  capacity building support systems in the promotion of savings and credit and beyond i.e., livelihood promotion and enterprise development and to facilitate linkages and relations between each other;  

· to build on experiences generated by different institutions; and channel the combined strength of a range of other actors involved in this process; and 
· to understand disaggregated needs of poverty reduction vis-à-vis micro-finance.  The focus on micro-finance should not blur the vision of overall poverty reduction priorities.  

7.  Possible Ways Forward 

As the nature of development and potentials of various institutional roles are  broad based, many have undertaken increasingly effective strategies
. This has broadened the perspectives on development problems, which contribute  to increased attention on issues of public policy and a shift from exclusively operational to more catalytic roles. DRDA is at a stage where it has to consolidate gains made so far and move towards addressing the emerging priorities in poverty reduction. Therefore,  it needs to evolve into a catalyst organization, which involves the following modifications in the process.
7.1. Reorienting Resource Management System: Priorities emerging from the study are:
1. formation of a coalition of individuals committed to change who bring with them the resources of a number of relevant institutions;

2. introduction of a variety of feedback or operational experiences as an input to institutional learning; and
3. Key individuals
 within DRDA and other agencies who want to encourage more community based approaches to resource management are identified and involved in strategic actions of poverty reduction.
Stakeholders’ views: 

Uniform institutional network is required to reduce dependence on MPDO (who are not well trained). Sensitivity for the effective use of support mechanisms such as NGO will be helpful in the proper allocation of work for DRDA functionaries. Some suggestions on the organisation structure which have emerged from  the study are as follows:

Table B: 
Option 1: Emerged During Consultation with DRDA-Velugu Functionaries

	Functional specialist
	APO
	

	Community / social mobilization/ nutrition / disability
	DPM
	

	Reorientation of  skills and functional roles 
	Three CC per mandal and a couple of CAs 
	NGO and other support systems 

	Report to CC
	Grama Deepika
	

	SHG level
	Village book-Keepers
	


Option 2: Emerged during consultation with MPDOs

The role of MPDO has been changing mostly after the emergence  of SHG concept. According to MPDO-Chevella, earlier camps were conducted by APO (DRDA), MDO and Bankers at the village level for selecting beneficiaries. Now-a-days Mandal samakya identifies  the target groups based on the age of groups and their savings and thrift activities and sends the list to the bank through E.O.,  Rural Development. Thus, now the MPDO is playing the role of facilitator and the selection process is done by the SHGs.

While expressing about their future management they felt that they wanted to act as facilitators to provide livelihood to the poor  through SHGs. In this regard,  the institutional arrangements should be as below in the future:

1. One Mandal level- in- charge – 3 Assistants (Experts in book keeping, monitoring and capacity building). All these should be under MPDO control.

2. Training centered should be at the cluster level (not at the district level constituting of specializations of capacity building, vocational training, technology etc).

The organizational structure from the district level to village level was suggested  by MPDO for the smooth and successful functioning of administration in achieving the poverty reduction goal. DRDA at the district level; MACTS and MPDO at the mandal level,  V.O and SHGs at the village level; with the facilitation of new capacity building skills, technologies and trainings which also could  help them to lead the special projects initiated by VELUGU. The MPDOs also expressed that the Panchayat institutions and the SHG federations should work in coordination. 

While reflecting on  the question of state future after the phase of Velugu, the MPDOs felt that the DRDA machinery could maintain in future even after VELUGU phase. DRDA- E.O - RD and 11 Community Organizers can look after with the help of Village Secretaries under the supervision of MPDO. However, some refresher courses are needed to the concerned  according to the changing situations and peoples needs.

Further the MPDO was expressing concern that although several women had benefited due to SHGs, more attention should have been paid to the youth who were in more distress situation days without employment opportunities.  

7.2 . Building Necessary Capacities at Various Levels in the Organization: Priorities emerging from the study:

a) Nurturing professional capabilities and facilitation skills among the staff 

b) DRDA must have the  capacity to quickly and flexibly fund a range of activities through small grants as and when needs and opportunities arise.

c) Skills and competencies to demonstrate value addition in relationships as against competition and conflicting relationships between and among various actors

d) Staff in addition to their involvement in logistical and procedural concerns should take larger role in other strategic actions

e) The opportunities for collaboration are to be further explored with increased attention on strengthening the capacities of NGOs and other support organisations

Stakeholders’ views:

DRDA should use institutions of SHGs as an effective mechanism for collecting information on training needs and implementing need based training programmes. VO should identify training needs of SHGs and facilitate fulfilling those needs with the help of suitable institutions. VO should have a system to collect information on the members’ training needs and sharing information on the new developments on fortnightly basis. Based on this the District can prepare two sets of training calendars: common training and special courses. Technology and skill building centers may be started at various levels. The design of the courses should include concepts, relevant technology transfer (A separate technology room) and practical orientation (linked to field units).

People should get training as per their priorities and needs but at the same time there should be systems to check relevance and applicability to market context. As perceived by the SHG members the training needs should also include next generation needs of their children. It is necessary to converge all the training programmes in the district. DRDA should aim at tapping training component from SC/BC/Minority corporations. Further it should effectively use skills and capacities of trainers, other promotional institutions, service providers and traders at the SHG level for self-employment. 

7.3 . New Types and Levels of Competence: Priorities emerging from the study:

(a) Development of professionalism based on alternative values and offering a variety of alternative technologies, organisationsal forms, and management methods appropriate to people- centered development.

(b) Technical competence: Staff must be equipped with appropriate social and managerial skills and should be graded in the methods, approaches and values of new development professionalism.

(c) Strategic competence: To position alternative management approaches, capable leaders and skills in strategic management.  

(d) Self assessment and self-correction (highly developed management system) provide rich plans of information to facilitate the self-management processes.

(e) Many voices must  lead in shaping the direction of level of development and DRDA has to give voice to their values and experience. So DRDA must be active to understand the voice of poor. 
Stakeholders’ views:
There is a need to focus on primary groups and establish a system that operates depending on group priorities than VO and MO.  Each group should get points in rating if it forms a new group

VO should act as a convergence agency at the village level.  VO should be guided by a set of guidelines (defined by groups) in decision making and prioritization.  VO will receive the resolution from SHG and decides based on guidelines

7.4 . Micro-Policy Reforms: Priorities emerging from the study:

While people-centered development strategies call for a range of Macro-policy reforms, equal importance should also be given for micro policy reforms. For example, although SHGs are in place, making their services accessible to the poor will require capacities quite different from those involved in reaching the traditional clients, including different values and skills on the part of the various actors.
a) Micro-policy reforms calling for a sharing of power/relations between government, local levels and the development of self-reliant beneficiary organization. 

b) Deciding what to do is often simple compared to the job of creating the institutional conditions required for it.

c) Expertise in facilitating the processes by which complex institutional changes are achieved, and creative initiative by many individuals.

d) Adopting innovation and learning approach to micro-policy reforms.

Stakeholders’ views:
Legal Issues: A legal unit may be established at the district level.  The cases will be received at village and taken up at Mandal organization level. For example, in exceptional cases it can even recommend to BC/SC corporations for  support without link  to the bank loans.

Livelihood finance:  Mechanisms are to be established for productive and transparent management of financial resources. Monitoring becomes easier by regular QPR supported by self monitoring by groups. At the VO level,  a register may be placed for getting people’s ideas and demand for livelihood inputs.  MACS should be adopted a strategy – for livelihood finance; or Bank Linkage (matching grant). SHG will select beneficiary and process applications for service at the bank level; Relevant capacity building for them should be planned simultaneously. All development agencies plan as per the capacity building plan.  SC and BC corporations do the work and monitor the groups. 

“We approach moneylenders and other sources of credit as the loan provided by SHG is not adequate for fulfilling overall consumption and livelihood needs of our household”





SHG Women in Chevella





“Gram Panchayat Programmes must involve SHGs in its decisions related to Health, environment, cleanliness etc”.


- SHG member





“People’s organizations were not there in the past. This is a new chapter in  development. Peoples organizations  provide opportunities for sustainable development”


- A Senior official





“We used to struggle for the recovery of loans in the past.  The bank could not recover loans and  wrote off almost 20 lakhs before introduction of SHGs. After SHG-bank linkage programme  came into function, members have not been repaying loans with  greater responsibility.  So, we are at ease with these changes”. 


 - Bank manager





“The system automatically functions, if functioning of all institutions is institutionalized”.


				       - A senior official 
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� In the first five-year plan,  emphasis was on increasing food production. It was realized that the ‘more food campaign’ did not achieve the desired results as people’s participation aspect had been neglected.  This led to the launching of the Community Development Programme in 1952. During fourth and fifth plan periods,  the overall rural development strategy consisted of special programmes for under-previliged target groups and backward areas. Consistent with the national policy to increase employment opportunity and income levels of families below the poverty line the Integrated Rural Development Programme (IRDP) was launched during the year 1978-79. Under IRDP a number of sub schemes came into existence such as TRYSEM, DWCRA, CITRA etc., to meet the specialist needs and target groups. For example, DWCRA came into existence to improve women’s participation. In late 1990s the focus shifted from shifted from individual beneficiary approach to group approach which resulted in the design of SGRY.


�The special development programmes can be grouped under two categories, mainly beneficiary oriented programmes and area development programmes.    


�  The formal credit system has failed to reach the poor.  Several small scale experiences in Micro Credit promotion indicate that SHG provided peer support and collective action in favour of the poor.


� Self-help groups informally support the economic activities of their members by providing mutual guarantee which facilitates their members’ access to bank loans, by borrowing and lending among themselves, or by encouraging each other to save regularly. Yet,  at the same time,  these groups are visible or formal enough to establish contact with some development agencies.  


� In Nyalata village,  people stated that they got additional wage days with programmes such as FFW, RCC, and ANTHYODAYA programmes.


� SAMAKYA has supported 25 women under GRUHINI scheme, which provides Rs. 20, 000.00 as loan and Rs.10,000.00 as subsidy from the Housing Corporation. 





� Micro-finance programmes are expected to make a significant contribution to poverty alleviation and empower the members in economic, social and political spheres. These programmes are also expected to become increasingly self-reliant and encourage the continuous process of engaging members in empowerment.


� Chaithanya Nagar: 50 per cent of the population migrates to Bombay and Pune for six months in a year.








� People defined reduced dependency on moneylenders as one that reduced the  quantum of loan amount and frequency of borrowing.  In a rarest of the cases,  members were totally free from moneylenders. 





� MPDO office is working as the nodal agency of rural development at the  mandal level.  MPDO as E.O for Rural Development is monitoring the individual loans, the revolving fund provided to the SHGs and SGSY loans.  





� It is is effort DRDA is his role which was earlier the responsibility of DRDA is now being played by the Velugu staff.  In this context, since Velugu is not permanent, it is crucial to address the following for a futuristic framework.





� Even in the case of UNDP, this did not happen. (One participant felt differently and stated his  experiences in this regard.





� We are considering the Mandal Samakya and its report for assessment, based on the understanding that our loans will provide bulk lending in proportion of 1: 4. We are giving bulk loan to MACTS because that is a registered body, we will not give bulk amount to  the VO because of non-registration. Bank had sanctioned 30 lakhs in total 50 lakhs to the MACTS.  MACTS should repay the loan within 5 years on monthly basis. SHGs are acquiring  capacities over the years in managing the benefits with available credit sources.


� It is possible to identify three distinctive orientations in programme  strategies: a) relief and welfare,  b) local self-reliance; and  c) sustainable systems of development.


� Those who have demonstrated both a serious commitment to the problem and skills useful to the institutional change effort.  These individuals are invited to form a working group – chaired by a senior official of the agency that is the focus of change effort. The working group assumes the leadership in documenting and analyzing available experience, planning pilot initiatives, and initiating a variety of actions leading to the institutionalization of policies and supporting capacities within the agency.
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