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agencies are engaged in training programs furthering skill development, motivation and managerial input
understanding the successful business models but some training centers are not as successful as those at the central
and state levels (Nagesh and Narasimha, 2008).

Table 1 Growth Pattern of SHG-Bank Linkage Program
Total SHGs Financed by Bank Loans
Year ending Banks ('000) (Millions)
March 31
During the Cumulative During the Cumulative
year total year total
1992-99 33 33 $13.26 $13.26
2000 82 115 $31.63 $44.88
2001 149 264 $66.98 $111.86
2002 198 462 $126.74 $238.60
2003 256 718 $237.67 $476.28
2004 362 1,080 $431.63 $907.91
2005 539 1,619 $696.28 $1,604.19
2006 620 2,239 $1,046.28 $2,650.47
2007 686 2,925 $1,544.88 $4,195.35
Source: The Reserve Bank of India, Annual Report 2008 (Adapted)

Table 2 Bank Loans Disbursed to SHGs by Commercial Banks During 2006-07
Total SHGs Exclusively for Women
Institution NuSnIl;) éz of Loans Disbursed Nusnlli) él; of Loans Disbursed
Public Sector Banks 537,228 $ 8,091,000 466,318 $ 6,915,674
Private Sector Banks 34,408 $ 1,022,814 32,802 $ 1,001,721
Total 571,636 $ 9,113,814 499,120 $ 7,917,395
Source: The Reserve Bank of India, Report on Trend and Progress of Banking in India, 2007-08

Table 3 Bank Loans Outstanding against SHGs, March 31, 2007

Institution N“S“I‘;’Ge'; °f | share (%) :n"l‘li’l‘(‘);; Share (%) L(()’:;S;i’;‘:;gc;
Public Sector Banks 1,810,353 62.5% $ 2,350.00 66.5% $ 1,057
Private Sector Banks 82,663 29% $ 152.86 43% $ 1,505
Regional Rural Banks 729,255 25.2% $ 800.57 22.7% $ 893
Co-operative Banks 272,234 9.4% $ 229.71 6.5% $ 685
Total 2,894,505 100.0% $  3,533.14 100.0% $ 1,221

Source: The Reserve Bank of India, Annual Report 2007-08
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Public sector banks and regional rural banks offer financial services to nearly 80 percent and 90 percent of
credit facilities to the SHGs as shown in Table 3. The average loan per group is about $1,200 which implies that an

individual member of an SHG has an outstanding loan of $60.

The recovery rate for the credit facilities has been satisfactory. About 37 percent of banks reported recovery
of above 95 percent under the program. Thirty six percent of banks reported recovery in the range of 80 to 94
percent while 20 percent banks had recovery in the range of 50 to 79 percent. Only 7 percent of banks had a

recovery rate of less than 50 percent as indicated in Table 4.

Table 4 Recovery Indicators for Bank Loans given to SHGs

Institution 95 per cent | 80 to 94 per ] 50 to 79 per ] less than 50
and above cent cent per cent
Commercial Banks 30.60% 41.70% 27.80% 0.00%
Regional Rural Banks 27.40% 47.90% 17.80% 6.80%
Co-operative Banks 42.00% 30.40% 19.30% 8.30%
Total 36.90% 36.20% 20.00% 6.90%

Source: The Reserve Bank of India, Trend and Progress of Banking in India, 2007-08

Table 5 Savings by and Loans Outstanding to SHGs

(as of March 31, 2007)
Savings Loans
Institution Number of . Number of P
Accounts s Accounts e
(000) (million) ('000) (million)
Commercial Banks 2,293.77 $440.10 1,893.01 $2,037.30
Regional Rural Banks 1,183.07 $269.37 729.26 $651.57
Co-operative Banks 683.75 $107.44 272.23 $187.06
Total 4,160.59 $816.91 2,894.50 $2,875.93
Source: NABARD Annual Report 2007-08
Table 6 Savings of Exclusive Women SHGs
(as of March 31, 2007)
Number of
Institution Accounts Share A;(:il:;:f Share
('000)
Commercial Banks 1,794.73 54.9% $383.95 54.6%
Regional Rural Banks 974.81 29.8% $242.56 34.5%
Co-operative Banks 501.71 15.3% $76.98 10.9%
Total 3,271.25 100.0% $703.49 100.0%

Source: The Reserve Bank of India, Trend and Progress of Banking in India, 2007-08
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The concept of microfinance is very much realized in that as more than four million savings accounts have
been opened for SHGs by the commercial banks but only about 2.9 million of them have obtained credits from the
banks as shown in Table 5.

Table 6 shows evidence of commercial banks and regional rural banks controlling about 85 percent of
savings accounts opened exclusively by women SHGs.

CONCLUSION

The Planning Commission of India is considering six major steps to be undertaken for universal financial
inclusion. First, India needs an organizational structure that facilitates inclusion by promoting small banks despite
their lack of viability due to high fixed costs. They must be able to provide both asset and liability products to small
clients. Second is the focus on risk mitigation whereby vulnerable sections of society may afford low-cost insurance
protection for life, healthcare, agricultural output and any other contingency through formation of micro-insurance
firms. Third, norms pertaining to priority sector lending targets and the, use of government subsidies must be
revisited and institutional changes need to be introduced including a deregulated interest rate environment. The
debate whether interest rate ceilings benefit the poor produces varied results. Countries with interest rate ceilings
have poor market penetration as seen in Tunisia and Colombia but those without ceilings have better penetration as
evidenced in Bolivia and Morocco (Helms and Reille 2004). Fourthly, the use of technology must become prevalent
to reduce the effective cost of delivery of financial products. The Boston Consulting Group report estimates the cost
of funds to be 9 percent, provision for bad debts is 10 percent and the combined costs of consumer acquisition,
transaction and operation cost is 13 percent for the weaker sections thus making financial services to be
unprofitable. Overall improvement of infrastructure for financial inclusion and the propagation of financial literacy
are the last two items for implementation.

Though we have witnessed the decline of government-funded institutions in the international sphere, co-
operatives have to combat financial exclusion. International and public sector organizations still can enhance the
ability of co-operatives so that their members may have access to a variety of financial services (Rogaly, 1998).
Research on banking mainly examines only the banking needs of core customers but, the views of people
experiencing financial exclusion remain always unknown (Panigyrakis, Theodoridis,and Veloutsou, 2002).As of
now, the SHGs are able to serve nearly 60 million people and the task of bringing the remaining 180 million people
still living below poverty line is a daunting task. Seeking relief from problems and providing welfare is the primary
goal of the SHGs and the success thereof would lead to a strong community development ensuring eradication of
social evils in the environment. Sustainable systems development and the integration of all sections would be the
ultimate benefits for India.
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