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abstract- For the economic empowerment of women, they depend on self-help groups in rural and urban
areas. Thus SHG is a voluntary group formed by homogenous women and it is a holistic program of micro-
enterprises covering all aspects of self-employment, organization of the rural poor into SHGs, and their
capacity to the planning of activity, technology, building, clusters, infrastructure, credit, and marketing.
Telangana State has about 4.35 lakh SHGs as of the end of March 2018. In the Narsampet division, there
are about 5690 self-help groups. Financial help is extended by the Central and State Government at 7%
interest. Of this, the Center pays 4% and the State government 3%. The financial support to the SHGs is
routed through the banks. The SHGs are expected to promote savings, self-employment, relevant skill-
building, gender equality, optimum utilization of rural resources, and collective decision making. The
group should devise a code of conduct to bind itself because of the fast-changing environment. Savings
collected will be the group-specific or corpus fund. Such a corpus fund should be used to advance loans to
the members. As such the group develops financial management terms and conditions covering the loan
sanction process, repayment schedule & interest rates. The present study examines the financial strength
of about 160 groups federated into the Mutually Aided Women Credit Society by considering aggregate
savings, credit dispensed, recovery of loans, and overdue loans.
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1. Introduction

Self Help Groups
SHGs are formed by 10-20 members of people who are facing similar kinds of problems for solving.
Members want to improve their living standards by setting up their savings and loan fund. The total fund is
owned by the specific group and consists of the savings of the members. The fund is used to make short-term
loans at reasonable interest to members. The profit of the fund is divided into the members of the group at the
end of the year. This group is a comprehensive team with common vocational characteristics like farming,
fishing, and of common economic activity. Every group is headed by a leader who organizes and coordinates
the members concerning credit deployment, planning of economic activities, and recovery of the loans on
time. Thus this basic structure of the group itself controls the finances of the members to improve the standard
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of living of the members. By conception the SHG members do not believe in the external financial support
but to accelerate the economic development, the Government now and then offers subsidized inputs.

The group is supposed to meet every week to collect funds born out of savings of the members and also to
provide financial accommodation according to the demand and supply of funds. All the members of the
Group are to attend the weekly meetings. The management of the Group is the responsibility of an elected
body of five members: - one President and the rest of four are committee members. Out of the four one is
responsible for the administration of the savings, the second is responsible for the loan administration, and the
third is responsible for the maintenance of the books according to the rules and regulations in sync with other
groups working in their adjacent communities and the fourth one is a controller. The management is to
monitor, review and advise the members about the utilization of the funds and plan various programs to
strengthen their financial position of the group on one hand and economic position of the members on the
other hand.

To fall in line with the other SHGs functioning in the specific area (territory), the management of the
various SHGs is usually federated into a Mutually Aided Society. It facilitates mutual sharing of the
practices, policies, and functioning of socio-economic projects of the SHGs. The higher agencies (at 2nd and
3rd Stages) arrange training for the management members of the SHGs in accounting, monitoring, and credit
management. Conceptually the SHGs are voluntary groups as stated above. These SHGS are federated into a
Mutually Aided Cooperative Society (MACs) meant to advise, control, and supervise the activities of the
groups. The Cooperative Development Foundation (CDF), again another voluntary association of the societies
designed to bring about discipline in the entire pyramidal structure consisting of the SHGs (1st stage)
mutually aided cooperative society (2nd stage) and the CDF (3rd stage). The basic psychology of the people is
that they will have a vanity of showing their superiority over other members in all activities in general and in
the financial matter in particular. This feature is deeply rooted in the village environment. The following chart
explains the linkage between the SHGs, Societies, and the (CDF). This pyramid structure by itself is ensuring
financial discipline among the SHGs. Thus all of them work for the development of the basic members of the
SHGs to achieve the socio-economic empowerment of the members.

344 & final
stage
@ [ Mumally Aided ]

The above structural relationships, because of the embedded financial discipline are facilitating the
education process of the members in the area of financial management and SHGs and promoting cooperation
and coordination among the SHGs and their members.

CDF

2. Literature Review
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M. Saravanan (2016) discussed in his article on the impact of SHGs on the Socio-economic development of
rural household women in Tamil Nadu — A study: how the SHGs should impact on socio-economic
development of women in a rural area in Tamil Nadu.

Sowjanya S. Shetty, V. B. Hans & Prakasha Rao (2015) A Self Help Groups, Financial Inclusion and
Women Empowerment — A Critique as per article they are discussed about SHGs are ready to accept new
changes as per time change in financial inclusion.

Supravat Bagli & Papita Dutta (2013) Financial Inclusion of the Rural Women: A study on

Self-help group in Bankura District, West Bengal the researcher surveyed 541 SHG members to know the
savings and lending procedure of members for effective financial inclusion.

Audil Rashid Khaki and Prof. Mohi-ud-Din Sangmi (2012) Microfinance and Self Help Groups: An
Empirical Study, those are analyzed that the significance of SHGs is linking with banking and the
performance of SHGs in the terms of living standards, income and result in microfinance.

Obijectives of the Study: The main objective of the paper is to evaluate the financial management practices
of the SHGs affiliated to MACs in Narsampet. Hence, the paper examines the financial trends of the select
MAC in aggregate terms which have 160 affiliated SGHs located around the select MAC.

1) To identify the various components of savings and the changes in savings during the last five years.
2) To analyze the mobilization of funds.

3) To study the cost of administration.

4) To analyze additional expenditure.

5) To examine the Pattern of Utilization of Borrowed funds by the Members of the groups.

3. Research Methodology

For the data analysis process entire data collected through secondary sources from 160 affiliated SHGs
located around the selected MACs.

Scope and Limitations of the study

The major limitation of the study is that the financial functioning of SHGs individually is not attempted as
the researcher could not collect the group-wise data due to lack of time and resources. However, the pyramid
structure explains that the strength of a MAC is always associated with the financial discipline of the SHGs.
Hence, a study of the financial trends of a MAC will reflect the financial strength of the SHGs. The scope of
the paper is to study the savings and deployment of available liquid resources of the select MAC. As such the
qualitative changes that occurred among the group members separately and independently are not examined.

The relevance of the Study of Financial Management in SHGs.

Earlier it is observed that the SHGs have emerged as an alternative means of providing credit to the eligible
borrowers. Most of the SHGs are targeting women in rural India. Conceptually it is expected to reduce the
over-due loans through the system of group obligation to the financial commitments of the borrowers. Credit
support to women is envisaged in proportion with the savings and other accumulated credit balances of the
member.  India has a women population of more than 50% of the total population. Even then their socio-
economic position vis-a-vis their counterparts is far lesser due to which they marginalized in all fields. To
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uplift the socio-economic status of women in the country is to support financially, legally, and
administratively through a suitable credit support system. SHGs are considered a suitable system for
empowering women. In brief, SHGs are basic financial unit created to support the process of women
empowerment. As a part of the rural development program, the Government of India is providing different
kinds of financial benefits to women through the SHGs. Hence, they must be run efficiently and effectively.
This study precisely aims at assessing the financial management of the SHGs in terms of their savings,
surpluses, credit deployment. An analysis of these criteria at the group level could be more relevant. For this
purpose, the data are collected from the Annual Reports of the select MACS to which SHGs are affiliated.

Data Analysis:

1) Mobilization of savings

As observed earlier the major sources of finances to the SHGs, as per the bye-laws are Savings of the
members under different schemes. Savings are also of two types’ viz., prescribed savings of the members, and
monthly voluntary savings of the members. Further, the SHG also allows the deposits by the members. These
funds are to be managed by the group concerned as per the rules and regulations. The leader of the group is
responsible to maintain accurate accounts and also to report to the members as and when asked for.
Generally, the SHGs are asked to maintain Cash Book, Membership Register, and Individual Accounts and
other Registers supporting the basic transactions.

TABLE: 1 Members’ Savings of Different Types

(Fig. InRs.)
General
Prescribed Voluntary Savings as T Growth of
i . otal
Year savings per | savings per per Savings Aggregate
month month convenience Savings (%)
(Deposits)

3988970 466345 5402 4460717

2013-2014 (89) (10) (1) (100) -
4482820 521021 4731 5008572

2014-2015 (89) (10) (1) (100) 12.28
4963170 637203 3580 5603953

2015-2016 (89) (11) (1) (100) 11.88
3993700 714130 2100 4709930

2016-2017 (84) (15) (1) (100) -15.95
4339460 1011092 2146 5352690

2017-2018 (81) (18) (1) (100) 13.65

Source: Financial Records of SHGs & MAC
Note: Figures in brackets indicate the share of each component to the horizontal total.
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Figl: Graphical representation of total savings from 2013-14 to 2017-18

It can be seen from Table: 1 that the total savings (sources of funds) increased from Rs.44.61 lakhs in 2014
to Rs.53.53 lakhs in 2018 registering an increase of 20% for 5 years. A close examination of trends in total
savings shows that in 2016-17 there is a drop in the aggregate funds by 15% and in the next year, it started
recovering. Componential analysis of the savings deposited with the MACS by the 160 groups indicates that
their share remained almost uniform in all the five years except in 2016-2018 whose share is worked out to
15% and 18% respectively. The growth of prescribed savings is 8%; 116% involuntary deposits and un-
prescribed deposits declined by about 60%. All these analyses reveal that the management of finances is

fairly

good.

2) Deployment of mobilized funds by the SHGs: The mobilized funds are to be used either for helping the
members financially or increasing financial strength to face the future contingencies. It is also a function of
financial management.

TABLE 2: Utilization of mobilized funds by the SHGs

(Fig. In Rs.)

Growth of Surplus

Year Bonus | Assurance | Exemplary In Time | Nominee Total Ploghed Back (%6)
Treasure

2013- | 1205107 401100 29063 125675 35000 1795945 -
14 (67) (22) 2) () ) (100)

2014- | 1531353 436800 56421 141468 - 2166042 20.60
15 (71) (20) (3) (6) (100)

2015- | 2465199 456400 51831 569114 42350 3584894 65.50
16 (69) (13) (1) (16) (1) (100)

2016- | 1776412 395700 217825 661291 90660 3141888 -12.35
17 (56) (13) (7) (21) (3) (100)

2017- | 2028508 398400 257725 838992 99727 3623352 15.32
18 (56) (11) (7) (23) (3) (100)

Source: Annual Financial Reports of the MAC
Note: Figures in brackets indicate the percentage share to the total.
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Figure 2: Graphical representation of utilization of mobilized funds from 2013-14 to 2017-18

Table: 2 reveals that the funds plowed back increased from Rs.17.95 lakhs in 2013-14 to Rs.36.23 lakhs in
2017-18 registering an increase by about two and a half times. A close examination of trends in total
Surpluses employed shows that increased in 2015 -16 and there is a drop of 12% in 2016 -17 but in the next
year, it started recovering. The componential analysis of the plowed back funds by all the 160 SHGs in the
select MACS indicates that their share remained constant over the years. It means that their financial
management is proved to be stable and hence it can be said that the management of finances is fairly good.

Cost of management and administration:

The cost of management means the expenditure incurred in running the activities of the SGHs. The essence
of SHG management is to (i) establish the voluntary system of running the business of the groups and (ii) if at
all any unavoidable expenses are incurred by the group it must be minimum. The SGH should be considered
as a training ground for the members to learn the intricacies of financial management in a cooperative
environment.

TABLE 3 Cost of Administration of SHGs
(In Aggregate terms)

(Fig. InRs.)
Year In Time Continuous Total Growth of Cost of
Administration (%)
2013-14 555452 2467 557919 -
(99) (1) (100)
2014-15 5391400 81400 5472800 880
(98) (2) (100)
2015-16 6354600 133900 6488500 18.55
(98) (2) (100)
2016-17 5303000 36300 5339300 -17.71
(99) (1) (100)
2017-18 5420400 152800 5573200 4.3
(97) (3) (100)

Source: Annual Financial Reports of SHGs aggregated by the Select
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Fig3: Graphical representation of Cost of Management and Administration from 2013-14 to 2017-18

Table: 3 reveals that the Cost of Administration of SGHs increased from Rs.5.57 lakhs in 2013-14 to Rs.
55.73 lakhs in 2017-18 registering a growth by 10 times over five years. As a matter of no variables like
regular deposits, voluntary deposits, and deployment of funds increased at the rate shown by the cost of
management. It means that the voluntary nature of administrative activities of SGHs is not consistent with the
essence of their establishment. A close examination of the data concerning the cost of administration shows
that it increased in 2015 -16 and thereafter a little is drop observed in the cost of administration in 2016 -17.
The Componential analysis of the Cost of Administration with the MACS by the 160 groups indicates that
there is no significant change since the percentage of the cost of in time remained more or less equal. In Time
cost of administration increased enormously from Rs. 0.03 lakh in 2013-14 to Rs. 1.55 lakhs in 2017-18. All
these analyses eminently prove that the cost of administration is not within the control of the groups. The cost
of administration should always be minimum since the self-help philosophy is to conduct the activities free of
cost.

TABLE 4

Year Bonus | Assurance | Exemplary | Special/Distinct | In Time | Total Growth of

Treasure Additional
Expenditure
(%)

2013- 105056 15106 275 64818 15740 | 200995 -

2014 (52) (7) (1) (32) (8) (100)

2014- | 1152800 | 101600 6800 712900 46000 | 2020100 905

2015 (57) (5) (1) (35) (2) (100)

2015- | 1767900 | 123600 4400 814200 55900 | 2766000 36.9

2016 (64) (4) (0.15) (29) (2) (100)
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2016- | 1784800 85500 58200 1031000 52800 | 3012300 8.9
2017 (59) (3) (2) (34) (2) (100)
2017- | 1809900 69500 44700 2371500 293100 | 4588700 52.33
2018 (39) (2) (1) (52) (6) (100)

3) Additional Expenditure (Fig. InRs.)

Source: Annual Financial Reports of the select MAC
Note: Figures in brackets indicate the percentage share to the total.
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Fig4: Graphical representation of Additional Expenditure from 2013-14 to 2017-18

It can be seen from Table: 4 that the SHGs make some defrayments for the benefit of the members as a part
of their operational objectives. Additional payments to the members increased from Rs.2 lakhs in 2013-14 to
Rs. 45.88 lakhs in 2017-18 for various purposes. A close examination of data shows that the payments
increased steadily increased over the years. The componential analysis of the Additional payments to the
members of the 160 SHGs increased over the five years.

Purpose-wise Utilization of borrowed Funds by the Members of the SHGs

The broad objective of the SHGs is to help the women members relieve their commitments and
unexpected expenses that arise out of their social responsibilities like marriages, festivals, and health-care.

TABLE 5
The pattern of Utilization of Borrowed funds by the Members of the SHGs
(Fig. In Rs.)
Growth of
Year | Agriculture | Business | Education | Marriage | Hospital | Land | Total Utilization
of funds
(%)
2013- | 1077100 2301700 | 661300 114900. | 77600 154100 | 4386700 | -
14 (25 (52) (15) (©) ) ©) (100)
2014- | 1566700 2102000 | 678900 120000 88000 100200 | 4655800 | 6.13
15 | (34) (45) (15) ) ) ) (100)
2015- | 2941600 2454700 | 272000 181400 176000 | 103800 | 6129500 | 31.65
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16 | (48) (40) (4) 3) 3) () (100)
2016- | 1889300 | 2253800 | 697800 | 82600 112600 | 62900 | 5099000 | -16.81
17 | (37) (44) (14) ) ) (1) (100)
2017- | 2587400 | 2942900 | 651300 | 232400 | 115600 | 18300 | 6547900 | 28.41
18 |(39) (45) 9) (4) ) (0.2) | (100)

Source: Annual Financial Reports of the select MAC
Note: Figures in brackets indicate the percentage share to the total.
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Fig5: Graphical representation of the pattern of utilization of borrowed funds from 2013-14 to 2017-18

The data in Table: 5 indicate that agriculture and business needs have been assisted by the SHGs
significantly and other needs like health care, education, marriages, and the cost of purchased land are the
other purposes for which the groups are assisted. Agriculture and Business utilization of funds has been
increased by 36.6% and 71.42%respectively.

4. Summary:

The emergence of SHGs is the result of the failure of the primary cooperative societies in maintaining
effective financial management and it is also meant to inculcate the habit of savings of the members. The
ever-mounting over-due loans of the primary cooperatives have weakened the age-old system of cooperation.

In SHGs,

each group will have psychological and sentimental checks of individual members. However, the

broad objective of the SHGs is to improve the economic condition thereby the empowerment of the members.
An analysis of the data available in the Annual Financial Report (five years) leads to the following findings:

1)

2)
3)
4)

Savings of the members deposited in the SHGs increased from Rs.44.61 lakhs in 2014 to Rs.53.53
lakhs in 2018 registering an increase of 20% over 5 years.

The employment of funds increased from Rs.17.95 lakhs in 2014 to Rs.36.23 lakhs in 2018.

The aggregate cost of administration is doubled during the period under study.

The borrowed funds of the members are found to have been used for agriculture and business
purposes.
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