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Chapter - 1
DESIGN OF THE STUDY

1.1 Introduction

This chapter gives a brief idea on the various aspects like Watershed, Integrated
Watershed Development Project, Village Watershed Development Committee and

NABARD initiatives in Watershed programs. This chapter also includes background to ~the
study.

1.2 Background of the Study

As per the Survey of India, 60 percent of total net sown area in India comes under
rainfed lands. The rain water is the primary source of water for all its. irrigation and allied
activities. Thus, in India agriculture is largely depending on the monsoon it gets every year.
If the monsoon is less, then it will reduce the agricultural productivity of the country. This
will further result in the increase in the price of agricultural products and thereby leads to
inflation. This creates more trouble to the economy due to the stringent measures from RBI
and other regulatory agencies. The possible solution for all of these is to conserve water for
the agriculture by constructing watersheds in drought areas. This will help the people in

getting water even in summer seasons by refreshing the water bodies nearby.

A watershed is a basin-like landform defined by highpoints and ridgelines that
descend into lower elevations and stream valleys. A watershed carries water "shed" from
the land after rain falls and snow melts. Drop by drop, water is channeled into soils,

groundwaters, creeks, and streams, making its way to larger rivers and eventually the sea

The NABARD is the funding agency for most number of watersheds in the country.
As per the NABARD supported Holistic Watershed Development Prgramme (NHWDP)
more than 80 per cent of watershed programs funded by NABARD became successful in
many parts of the country with the help of many NGO’s who worked as the implementing
agency for the same. Through the success of watersheds each and every family in the
watershed is benefited by getting more water for their agriculture purposes. Thus, with the
watershed projects, NABARD constructed good infrastructure in these areas, which is
helpful for the overall development of the watershed community. In order to get the



maximum advantage from the watersheds, people need to expand their agriculture and

allied activities. For this finance is a great concern for the individuals as well as the SHG’s

in this area.

The NABFINS which is the leading Micro Financing (MF) institution in the country
can make us'é of this opportunity by providing them adequate credit facilities. This will be
beneficial to both the parties. The farmers will be benefited by getting a good source of fund
at an affordable rate within their reach. The NABFINS which is currently running with just
three products can utilize this opportunity in getting more business. The risk on lendings
will be comparatively lesser in these regions Recause of 'the steady cash flow of farmers

from agriculture

1.3 Watershed

A watershed is synonymous to catchment area and it is an independent Hydrological
unit. It can be defined as the drainage basin or catchment area of a particular stream or river.
Simply stated, it refers to the area from where the water to a particular drainage system, like
a river or stream, comes from. A watershed may be small, consisting of a few hectares or

huge, covering several thousands of hectares.

Figure 1.1: Structure of a Watershed




Watershed development refers to the conservation, regeneration, and the judicious
use of human and natural (like land, water, plants, animals) resources within a particular
watershed. Watershed development attempts to bring about the best possible balance in the
environment between natural resources on one side and man and grazing animals on the
other. It requires people’s participation because conservation is possible only through the

whole hearted involvement of the entire community.
Watershed development involves the following components / sectors:

i) Human resource development (community development);

ii) Soil and land management (conservation and use);
iii) Water management (conservation and use);

iv) Afforestation;

v) Pasture(Fodder) development;
vi) Agricultural development;
vii) Livestock management; and

viii) Rural energy management

Watershed development involves continuous interaction and exchange between
various sectors e.g. the livestock that can be maintained is dependent on the availability of
fodder, which in turn is related to soil and water management. The availability of firewood
and other fuel is related to the extent of forest cover, the livestock in the area and the
productivity of the land. The development of all the above sectors is crucially dependent on

.the development of the human population inhabiting that watershed.

When the environment gets degraded, the quality of life of the human community
within that region also deteriorates. Watershed development thus aims at the rejuvenation of

the environment in an integrated and comprehensive manner.

The consequences of environmental degradation are all too well known. Activities
of man like deforestation, wrong farming techniques, livestock over-grazing and faulty land
use lead to the destruction of plant and tree cover exposing the earth to the natural forces
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like heavy rains, direct sunshine and high velocity winds. These in turn lead to
enviornmental problems such as soil erosion, floods or water scarcity. Agricultural yield is
lowered and this results in decline in the income levels of the community resulting in
poverty and eventually leading to migration of labor from rural to urban areas in search of

livelihood.

Watershed development, therefore, involves not only regeneration of the
environment, but also the management of needs of the human community in such a way
that their demands match the resources viz land, water and vegetation available within that
particular watershed. This equilibrium between need and é'\’failability of resources will lead
to a better and increased resistance to drought and increased agricultural production -
augmenting food supply, fodder, fuel and, timber. Thus standard of living improves leading

to reduction in poverty-induced migration.

There is a pervading influence of the environment on the human community living
within that region, as they depend on it for food, water etc. When the economic condition of
a community deteriorates, it leads to over-exploitation resulting in degradation of natural
resources. People, for whom agriculture is a low return and risky activity, expand their
cattle herds for financial security. This leads to overgrazing and in turn to soil deterioration

and erosion, especially in ecologically sensitive upper reaches of the watershed.

It is necessary for people to understand the relationship between their poverty and
the degraded environment in which they live in. They must also be provided with an equally
good, if not better, economic alternative. Only then they will willingly let go their claims on
the environment in favour of possible benefits that will accumulate in the long run from
environmental regeneration throuigh appropriate management. Environmental regeneration
is therefore possible only when the local corhmunity feels the need for it and they are fully

in control of all aspects of resource mobilisation, management and conservation

~ Human beings and their activities are the root cause of environmental destruction,
and hence restoring of the health of the environment is their responsibility and only they can
do it. There can be no sustainable natural resources management unless it involves the

participation of all inhabitants of the concerned environment/area in an active manner.



1.4 Integrated Watershed Development Programs (IWDP)

Watershed Development Programs (WDPs) have been accorded high priority in
India’s development plans (Singh, 1991). These programs have been initiated in India to
improve and sustain productivity and the production potential of the dry and semi-arid
regions of the country through the adoption of appropriate production and conservation
techniqués. It is a holistic approach which improved the economic and natural resource bése
of dry and semiarid regions. After the implementation of Final Implementation Phase (FIP)
stage, potential for growth, improvement in ificome levels and augmenting the natural
resource base of the disadvantaged regions of the country is evident. Byproducts of
watershed activities are as follows; quality of water harvesting structure, reduction of soil
erosion, increase in surface water and ground water, change in land use pattern, reduction
in work burden, reduction in migration and women empowerment. But some of the landless
communities and weaker section of the society are not recognized by the financial
institutions and the majority of them are reluctant or shy to approach financial institutions
for availing credit facilities. The money lenders explored this gap and they are exploiting

this community.

The main objective of the Integrated Watershed Management Programme
(IWMP) is to restore the ecological balance by harnessing, conserving and developing
degraded natural resources such as soil, vegetative cover and water. The outcomes
are prevention of soil run-off, regeneration of natural vegetation, rainwater harvesting and
recharging of the ground water table. This enables multi-cropping and the introduction of
diverse agro-based activities, which help to provide sustainable livelihoods for the people
residing in the watershed area. In addition, there is a Scheme of Technology Development,
Extension and Training (TDET) is also being implemented to promote development of cost
effective and proven technologies to support watershed management. Till 1% April 2008,
Government implemented 3 watershed programmes viz. Integrated Wastelands
Development Programme (IWDP), Drought Prone Areas Programme, Desert Development
Programme. Since then, they have been brought under a comprehensive programme named

IWMP to enhance the effectiveness of the earlier programs.



1.5 Statement of Problem

The people in the Watershed are largely coming under middle or lower income
group. Due to this reason financial institutions are feared to extend their operations in
watershed areas. The people in watershed area need to travel a lot of distance to get banking
facilities. The private money lenders are utilizing this opportunity and exploiting the pbor
farmers in the region. Thus the benefits from the watersheds are not utilized by the people at
the expected level due to the inadequate credit facilities. Some legal problems regarding the

title of the property prevent the farmers in accessing the crop loans or Kissan Credit Card

(KCC).

The Mutually Aided Cooperative Societies (MACS), Village Watershed
Development Committee (VWDC) etc. are having revolving funds from NABARD and
other governmental and non-governmental agencies. But this is not enough to cater the

needs of the entire population or household in the watershed. Thus there arises a huge credit
gap between the actual credit need of the people and the available credit. Due to all these

reasons farmers can’t expand their agricultural activities and livelihood activities which is

already inactive in these regions.

At the same time NABFINS, which is currently running with limited products like
Post Tsunami Sustainable Livelihood Program (PTSLP), Second Level Institutions (SLI)
and Self Help Group (SHG) loans, can expand their business in the watershed areas. Thus
the study addresses the needs of both NABFINS as well as the people in the watershed

1.6 Objectives of the study

1. To study the feasibility of NABFINS entering into financing watershed development

by means of new bank products.
2. To identify the areas of credit requirement or credit gap among the households in

Watershed Committees.



1.7 Methodology

1.7.1 Sampling
Watershed projects are selected from Andra Pradesh — Chittoor & Anandapur

district. The Somarajukunta watershed in Anantapur district with 270 families and
Veernamala watershed in Chittoor district with 1170 families was the sample for this study.

1.7.2 Type of Data

The primary data were collected from the households living in the watershed areas
and SHG’s. The officials of implementing agencies and the financial institutions near to
watersheds were also interviewed. The secondary data were collected from the NABFINS

Ltd. and other published sources

1.7.3 Research Design
A survey research design was used to conduct the study. The credit requirement of

the Somarajukunta and Veernamala Watershed is unknown to any financial instutions or

NGO’s nearby. Thus I went into the heart of both watersheds to explore the real value of
credit needed by the households.

1.7.4 Method of Data Collection

Interview schedules were used to collect data from various sources. The details of

the sample population and the surveyed people is as per the table below

Table 1.1: Method of data collection

Somarajukunta _ Veernamala Total
Sources | gample Sample | Sample Sample | Sample Sample

Population | Size Population | Size Population | Size
Household’s 270 71 1170 135 1440 206
SHG’s 28 3 69 5 97 8
Financial 3 1 5 0 8 1
Institutions
Implementin 1 1 1 1 5 )
g Agency




1.7.5 Data Analysis

For the study statistical tools like percentage analysis is used. The financial

information is analyzed using credit and risk analysis. The comparative analysis of two

watersheds is also made for the study

1.8 Observations

i.  Demographic data of the households in watershed areas
ii. Infrastructure facilities (Transportation, Banking, etc.)
iii. Common requirements of the people
iv.  Details of Financial inclusion/ Bank account
V. Baﬁking habit of the households
vi.  Details of crop loan availed
vii.  Credit sources for households
viii. = Non-Performing Assets (NPA) among the households
ix. Land holding of households
x. Livelihood of the people
xi.  Details of livestock’s
xii. MACS & SHG loan disbursement history and repayment status of the
individuals
xiii.  Details of funding to the VWDC
xiv.  Potential areas of growth
xv. Areas of credit requirement
xvi.  Pattern of agriculture activities
Xvii. Repayment capacity of the people
xviii.  Availability of irrigation facilities

xix.  Availability of external supports (Government and Non-governmental)



1.9 Scope of the study

The study helped NABFINS as well as the VWDC or MACS in understanding each
other’s needs and wants. The study helps NABFINS to identify whether it is feasible to go
for new product and the areas where it need to be focused etc. It helps NABFINS in
understanding the way through which it should enter in watersheds. The qualitative data can
be used for understanding the risk and opportunities associated with the lending’§ in
watershed. As far as the risk management is concerned, this study can help in assessing the

risks associated with the new product and it can suggest some risk free techniques to

NABFINS.

1.10 Limitation of the study

1. The people responses might have been influenced by the implementing agencies or
VMDC
2. The negative attitude of people towards the banks affected the survey

3. The people perception on various questions may be different

1.11 Chapterisation

The chapter wise distribution of the project will be as the following

i. Chapter 1 Design of the Study
ii. Chapter2 Review of Literature
iii. Chapter3 NABARD Financial Services Limited — A Profile
jv. Chapter4 Scope of Financing for Livelihood in Watersheds — An Analysis

v. Chapter 5 Summary of Findings, Suggestions and Conclusion
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Review of Literature




Chapter - 2
REVIEW OF LITERATURE

2.1 Introduction
~ Review of literature has not only widened the horizon of understanding the themes

related to the study, but also has sharpened the method of arranging the components in the
framework of the study. For the study there are few but excellent literature reviews are
available. Since the project deals with many aspects including watersheds, livelihood
activities, priority sector lending and micro finance etc., an attempt is made to review the

existing literature. The review on watershed gives an idea about the past research done on |
this topic, whereas the review on livelihood activities specifies the study conducted in rural
areas for reducing the exploitation of poor people from various external threats. The review
on microfinance and priority sector loan gives the secret behind the success in various parts
of the world. Financing in rural areas is a challenging task; when it comes to the priority

sector it is beyond the control. The review made is clearly explaining how to overcome

those hurdles in rural financing.

2.2 Reviews on importance of watersheds

Atheeq and Venkatram (1989) examined the existing land use pattern by the farmers
of the Kabbalanala Watershed project in Karnataka in the year 1988. The study revealed
that the land use pattern of the farmers in the watershed was closer to the optimum. The
pattern of land use of both small and large farmers, which was found to be similar, was
‘subsistence oriented. The institutional borrowings of both large and small farmers were
insignificantly low. And the normative land use plan with existing technology could
y 37 to 40 per cent higher cash. Therefore, the scope for infusing more

accommodate onl
institutional funds in the area was limited to adoption of recommended crop practices.

Bendtsen and Sthapit, (1999); Petersen, (1999) observed that during the past decade,
the social and economic aspects of watershed management have been given high priority in
India. In addition, people’s participation has been recognized as one of the keys to

successful management of natural resources The integrated concept has expanded to include



community needs and problems as part of a holistic watershed management development

scheme.

Kerr and Pangre (2002) evaluated the partiéipatory watershed management.
Watershed management in India had undergone change to include greater stake holder’s
participation for management of natural resources in a sustainable way. It was increasingly
recognized that community participation was central to watershed development. More

participatory approaches have achieved greater success in enhancing livelihoods in an

equitable fashion.

Dutt. (2009) in his study on Role of groundwater for the development of agriculture
in India, pointed out that the groundwater development in conjunction with surface water in |
the command areas could be planned to achieve optimum development of water resources,
and ultimately to improve the agricultural situation in our country achieving self-sufficiency
and creating export potential in food grains and other agricultural commodities. With the
use of modern technology and high speed computers, it is now possible to study the water
resources and management problems in a broader perspective and evolve solutions for the

optimum benefits taking into consideration the simples and complex problems along with

economic, social and environmental aspects.

2.3 Reviews on livelihood activities

Galab (1993) examined the functioning of Rural Employment Programmes in
Anantapur district, a drought-prone and backward one in Andhra Pradesh. According to the
guidelines the community works should be executed by the local village agencies such as
.village panchayats, parental/school committees and village development council that would
ensure the full benefits of wages to the local workers and the quality of assets. This study
revealed exploitation of labour by the professional contractors and the problems faced by
the first geheration contractors. It recommended that the inclusion of NGOs in the
implementation of the programmes would ensure the flow of benefits to the deserving target
groups in full; simultaneously, the process would motivate, organize and strengthen the
grassroots level machinery. All the possible and required materials for the programmes

could be manufactured with the total participation and coordination of the beneficiaries.

11



Anheier (1998) Since the inception of the concept of NGOs, voluntarism and non-
profit making processes have constituted the core of the reality. And in today's context of
NGO phenomenon, the Explanatory Theories of Voluntary Action by Helmut Anheier
(1998) enlighten on the most relevant and appropriate theoretical perspective related to the
study. The above theories have affirmed the four key roles of NGOs as service provider,
value guardian, advocate and vanguard. Thus, the Self-Help Groups which are of recent

origin have the potentials of blossoming into a 'Self-Help Movement' - a democratic

organization of women, by women and for women

Anil and Sudarshan (2001) A study on the contributions of NGOs to development
by comparing the performance of the Aga Khan Rural Support Programme (AKRSP) and -
the government in watershed management programme was undertaken by Anil C. Shah and
Sudarshan in about 35 villages in Savarkundla taluk of Bhavnagar district, Gujarat. This
case study identified the reality that NGOs, with appropriate and professional inputs and
training, could contribute to rural development through quality of work and their sustainable
impact on the processes; in spite of resources, expertise and power, the government

programme on watershed was not able to make much of an impact.

2.4 Reviews on micro finance

Rutherford (2000) and Armendédriz & Morduch (2005) explained the difference
between microfinance and micro-credit. Micro-credit referred specifically to small loans
given to the poor people but microfinance was a broader term embraced efforts to collect
savings from low-income households, provide consumption loans and insurance along with
micro-credit. It also helped in distributing and marketing clients’ output. Microfinance
embraced a range of financial services that seek to meet the needs of poor people, both

protecting them from fluctuating incomes and other shocks and helping to promote their

incomes and livelihood.

Singh (2001) conducted a study on the socio-economic impact of microfinance
programme in Uttar Pradesh. In order to study the impact, rural areas of Kanpur district

were selected on account of highest number of credit linked SHGs as compared to other

districts in the state. For the purpose of the study, out of 11 SHGs linked with RRB, one
group in Beridayria village was selected. It was found that in pre-SHG situation most of the
12



members were dependent on income from labour but in the post-SHG situation their main
source of income was dairy. The survey showed that simple and quick credit delivery with
lower interest rates in SHGs replaced the money-lenders. During pre-SHG some of the
loans were taken for consumption purpose but in the post-SHG situation the loans were
mainly taken for income generating purposes. The study showed that the average value of
assets increased by 46 per cent and the annual income per household increased by 28 per
cent in post-SHG periods. The most interesting feature of SHGs was compulsory savings

even by cutting the necessary expenditures. Recovery rate was quite high which ranged
from 95 to 100 per cent. The study also revealed that the commercial banks were not

prompt in linking SHGs for loans.

Yunus (2006) in a study explained the differences between Grameen Bank and
conventional banks. He explained that the Grameen Bank methodology was almost the
reverse of the conventional banking methodology. Conventional banking was based on the
principle that the more you have, the more you get. As a result, more than half of the
n of the world was deprived of financial services of the conventional banks as

populatio
ntional banking was based on collateral, focused on men, located in urban centers and

conve:
owned by rich with the objective of profit maximisation. On the contrary, the Grameen
Bank started with the belief that credit should be accepted as a human right, where one who
did not possess anything get the highest priority in getting a loan. Grameen Bank
methodology was not based on the material possession but on the potential of a person.
Grameen Bank, which was owned by women, had the objective of bringing financial
services to the very poor, particularly women to help them fight poverty, stay profitable and
financially sound. Yunus described poor people as a ‘human bonsai’. They were poor
because society had denied them i:he, real social and economic base to grow on. Grameen

Bank’s effort was to move them from the flowerpot to the real soil of the society.

2.5 Reviews on agriculture and priority sector loan

Khemani and Balakrishnan (1981) are of the opinion that if the borrower selected

under IRDP is made to approach the money lender for his very genuine consumption needs,

then the very objective of instituti
asis of specific needs of the target groups are not going

onal finance for priority sector will be defeated.

Consumption credit granted on the b

13



to cause problems. The actual consumption loans will have to be related to their minimum

needs and their capacity to repay.

Raut (1984) conducted a study on the scope and problems of financing tribal farmers
and concluded that the problem of overdues was mainly due to the misutilisation of loans by
the tribal farmers. The tendency to misutilise the loan was due to the fact that the

consumption priorities of tribal farmers were of more urgent nature than asset building
priorities.

Kulkarni (1999) pointed out that SSI sector deserygs liberal institutional credit due
to its unique contribution in terms of creation of employment, foreign exchange earnings,
reduction in regional disparities etc. But in reality such supply of institutional credit is too
meagre and often delayed. Hence the banks have to overcome these difficulties and make

bank lending organisationally effective. This will strengthen the bank borrower relationship

and SSI units will prosper.

Suresh Mehta (2000) noticed that though the banks are flush with surplus funds,
they do not find it profitable and safe in lending to the SSI sector because they are already
saddled with high NPAs in this sector. To reduce the NPAs level, banks have to strengthen
their appraisal system and credit monitoring mechanism; and SSI units have to develop
capabilities to manage borrowed funds more prudently and more transparently in business

operations. These arrangements will help both the banks and entrepreneurs to remain happy

and prosperous.

Yashwant Sinha(2001), the Union Finance Minister, while addressmg the chief
executives of public sector banks, advised that banks should proceed against large and
wilful defaulters. He also asked the banks to increase their lending to the agriculture and

rural sectors so as to reach the stipulated target of 18 per cent of their total lending going to

these sectors.

Swami Agnivesh (2001) delivering the keynote address at a symposium on “New

Agricultural Sector in Kerala” alleged that while

the banks have given the farmers a raw deal, it had written-off the loans availed by top
ing assets. The poor

industrialists to the tune of rupees one lakh crore as nonperformin,

Economic Policy and Problems faced by
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farmers’ house and properties are auctioned for recovering the loan amount by the bank
; s

even though it would be a meagre amount.

2.6 Conclusion

The watershed is a highly potential area for development. Micro-financing is an
important tool that can be used to accelerate the growth potential. The Agriculture loan
which is available from the various financial institutions is not reaching the needy farmers
in watershed areas. Thus there arises a huge credit gap among the people in watersheds.
Since the watersheds are having large number of weaker sections, the livelihood

enhancement of the people in watersheds is highly essential for the overall development of

our country
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Chapter -3

NABARD Financial Services Limited — A Profile

3.1 Introduction

NABARD Financial Services Limited, (NABFINS) established in March 2003, is a
subsidiary of National Bank for Agriculture and Rural Development (NAB AI,{D)
NABFINS is located in Banglore with the equity participation from NABARD, Govemmen;
of Karnataka, Canara Bank, Union Bank of India, Bank of Baroda, Dhanalakshmi Bank and
Federal Bank. It is a non-deposit taking NBFC registered with the Reserve Bank of India
and shall operate throughout India. The main objectives of the Company are to provide
financial services in two broad areas of agriculture and microfinance. NABFINS provides
credit and other facilities for promotion, expansion, commercialization and modernization o £
agriculture and allied activities. NABFINS shall engage in the business of providing micro

finance services (with or without thrift) to needy and disadvantaged sections of the societ
ciety

for securing their prosperity in both rural and urban areas.

3.2 NABFINS an overview

In an environment where micro finance largely lost its stardom, where future policy

was still unfolding and uncertainty reigned, where investors were concerned with re

scheduling loans rather than increasing €x

reduced choices, NABFINS managed to gro
2010-2011 to Rs 183 Crores in 2011-2012. It was able to achieve this progress due to the

including 67 Business Correspondents/ Facilitators, 3 Producer

uring 2011-12 was partly due to the staff and

posure, and where potential clients were faced with

w in terms of outstanding from Rs 42.7 Crores in

support of its partners,
collectives and 8969 SHGs. The growth d
infrastructure setup in late 2010 which became operational during 2011-12. As on March 31,
2012, NABFINS did establish offices in 31 Districts in 3 States, with 87 staff. It availed of Rs

200 Crores refinance from N ABARD during the year; the average cost of funds in 2011-2012

was 8.08%: its net owned funds stand at Rs 48.47 Cr.

ABFINS and the SHG-Bank Linkage program are requ
¢ the SHG-Bank Linkage

ired in order to offer the

N

oice. NABFINS on it part does not enter areas wher

client a ch
oing well due to pro-active Bank managers who visit the SHGs regularly and

program is d



mentor them. Unfortunately such areas are declining. There are also large areas wher

find it difficult to access a bank due to distance and lack of transport facilities; N:;:OHI\)IISG
operate? in these areas. Over all, Banks’ involvement in the SHG-Bank Linkage,: program i

decreasing, as reports clearly indicate (RBL, 2010). The reasons for this decline are man:r

ranging from acute staff shortage at Branches to amalgamations of Banks which tend to mak
o make

small loans required by SHGs unviable.

3.3 Organisational policies

NABFINS policies are pro-poor as like the company itself. The companies policies
is entirely different with that of other financial institutions, money lenders etc. These uni
. que

policy made by the company helps in achieving a good relationship with their customers. The

policies of NABFIN S are as follows;

i) Good governance leading to transparency in accounting, remuneration and disclosure

ii) Lend loan at a reasonable rates of interest and other costs which earn a profit but do not
ut do no

maximize profits or profiteer at the expense of the clients at the bottom of the pyramid

jii) Investment in activities that generate income in the short, medium and long term and
increase capital with the poor family; since these activities chosen by the group members are

not only diverse in terms of sectors/categories but also in purpose, size, and repayment periods

ry, it requires 2 business model which is able to customize loans and

within a sector/catego
s in order to respond to the diversity of livelihood situations;

repayment schedule:
standardization therefore cannot be the main driver even though it results in higher profits for

the NBFC-MFI, and .

iv) Fair practices which ensure that there is no over / multiple lending or coercion in 2

collection which, results from business models driven by speed and

experience has shown,

scale to maximize profits and in many cases to provide space for quick exits of investors.

Keeping in mind these guiding norms, NABFINS decided in 2010 to promote a

culture, organi

the inclusion in

zational and financial systems and software which would balance business with
growth. Inclusion here focuses on the poor and marginalized population. To

lance is the prime responsibility of the Governing Board. As 2 for profit entity,

maintain this ba
earn enough to cover all costs related to management and expansion, to design

it endeavours to
18



and absorption of appropriate technological support systems, to training and reasonabl

incentives to staff and management and to cover its risks especially arisirig from investment iz
second level institutions like producer collectives. All this is well accepted in the for profit
sector but NABFINS also seeks to promote inclusion of the poor and marginalised in growth -
not only financial inclusion which has been reduced to opening no frill accounts. Inclusion of
the poor and marginalised in the growth sector in a sustained way, requires support from a
variety of institutions involved in building confidence and management skills of the poor and
their ability to lobby for change and build linkages with others; it also requires technical,
organisational and infrastructure support in production, aggregation and marketing of
products; these in turn require financial support like grants, term loans, cash credit, working
capital, revolving funds and appropriate infrastructure. In the field of dry land agriculture- a

high risk operation - where a large part of the loans of SHGs/JLGs are invested, support is

required to reduce the clients risks and make her/his investment productive and sustainable

They need to be insured against crop failure - but even more the production risk has to be

reduced.

To build confidence and management skills, NABFINS provides grants sourced from

NABARD for institution
management of SHGs, JL

al capacity building and to improve the organizational and financial
Gs and Producer collectives. Likewise, where investment is in
n institution that has the expertise and outreach to provide animal

livestock, it partners with a
sity in livelihood needs instead of standardizing loan sizes and

health care. It responds to diver
schedules to cope with (customize) different cash flows of

ping a software to support this diversity took time as those

sed model which largely benefits the NFC-MFI not the

products and stagger repayment
income generating activities; develo
available of the shelf suited a standardi
client. All these interventions require €xtra investment and a longer period of gestation, thus
ing profits to NABFINS; but they also hel

client to build a sustainable livelihood base

p to develop a network and support system for

reduc
and to be included in the growth sector

the poor
ent finance, it levies interest at

s a business model which promotes developm
emains low by providing

A
s but also ensures that the overall cost to the client r

reasonable rate
he rate of interest to

s and quick turnaround. Up to March 31, 2012 t

to second level institutions, like producer collecti
6% (interest) and 12% (margin

door step service

SHGs/JLGs was 13.5%;

ves, it was 11.5% ;

both well below the RBI norms of 2
cost of funds, thanks to NABARD, was 8.08%.
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3.3 Organisational structure

An organizational structure defines how activities such as task allocation, coordination
and supervision are directed towards the achievement of organizational aims. It can also be
considered as the viewing glass or perspective through which individuals see their organization

and its environment. The organizational structure of NABFINS is as described in figure 3.1

Figure 3.1 Organisational Structure of NABFINS.
Board of Directors
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Mahaging Director

\ 4
General Manager

v y \ v
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Source: Compiled from Primary Data
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3.4 Important features of NABFINS
There are seven important features that distinguishes NABFINS;

i) Governance- it plays a critical role in promoting inclusion of the poor especially in f
y in for

profit NBFC-MFIs. History of the large NBFC-MFIs provides adequate evidence that th
. e
transformation from not for profits to for profits which was assisted by various institutional
iona

mechanisms held up as innovations , was also accompanied by a transformation from standard
stanaar

salary packages to pay packages higher than earned by the CEO of the largest private sect
ctor

bank, high bonuses, stock option plans and stock purchase schemes at highly preferential rat
, es

which when en-cashed brought in super profits in a very short period. If the Chairman and
: an

Directors create an environment where profit maximization at any cost is rewarded; others i
> €IS 1n

the organization follow and the objective of providing adequate and customized credit at

reasonable costs as well as other support to enable the poor client to build a sustainabl
e

livelihood base is forgotten. NABFINS Board is aware of this danger and is taking steps t
s to

ensure that it’s chairperson and independent board members are not eligible for bonuses, 1
s, loans

or any payment arising from performance and related to incentives, which however the staff

BCs are entitled to. It is expected that these decisions will have an impact on the quality of

and
overall governance.

i) Staffing: NABFINS has a staffing pattern which helps it to reduce costs resulting largely

aries, training and housing. Head Office is staffed by a team aged between 25 and 45

from sal
tions and by three senior staff on deputation from

awn from other financial institu

years dr
ARD’s payroll. At the Districts Office, it recruits just

NABARD, two of whom remain in NAB
mmercial bankers who have wo

ence in working with the SH
need to have a house in the District headquarters in which they reside. A separate

ce is provided; they are assisted by 2-4 Field Service officers. This team headed
officer deals with the first vertical, namely with SHGs/JLGs. This is a small
quate since NABFINS lends directly to groups/institutions, not to individuals.

al dealing with secon

rked in the district and have a sound reputation, who

retired co
G Bank - Linkage program and relate well with

have experi
NGOs; they
NABFINS offi
by the District
team and is ade
d level institutions like Cooperatives, Producer

The other vertic
Business

experience in this area that function as
11 also take place through regional offices in

tcomes, will also reduce costs.

ged by [nstitutions with

Collectives is mana
012-13 decentralisation wi

Facilitators. During 2

Karnataka and T amilnadu, which, among other ou
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iii) Working in partnerships: The poor cannot be included in growth only through is1

of credit and other financial services. To promote inclusion in growth NABFINS dpr('): s
work in partnerships. with NGOs, Co-operatives, producer collectives, federations vj: lid :
only function as Business Correspondents and Facilitators, but more importantl 1(:) )
provide technical and other support services critical to make investment product?v:r :nZ/:)el' :Z

reduce production risk, to aggregate, add value and market commodities. NABFINS d
; oes not

propose to take on all these activities when others can do them more efficiently

NABFINS believes that this risk must be shared by supporting the partners to becom
5 e € more
organizationally and financially sustainable, by maintaining a transparent relationshi
' ionship,

responding to their justifiable demand, rewarding them for good performance and at th,
€ same

time by ensuring that its own staff maintain a close relationship with the groups. This is easi
. easier

said than done. NABFINS has taken the first steps in this direction and will continue to expand

: Xpan

its support to BCs by mobilizing funds for organizational and financial management and, b
> Oy

introducing incentives for good performance. As on March 31, 2012 the average yield
4 e yield on

NABFINS’ loans was 14.74% out of which 2% was passed on to its BC partners leavi
eaving

12.74% with NABFINS (Annual Report 2015).

nal interaction between staff and SHGs/JLGs: NABFINS staff together with th
e

iv) Perso
ss the SHGs/JLGs together and those eligible are advanced loans directly by

BC staff asse

NABFINS staff who later keep in touch with the groups. The responsibility for ensuring

repayments lies with the SHG itself; the responsibility for the collection of repayments lies

with the BC. Personal contact with the groups helps in maintaining and building mutual trust

ond level institutions like Producer Collectives, Co-operatives: If the

v) Support for sec
ated in growth in a sustainable and incremental manner, provision of

poor are to be integr
Credit to the SHGs/JL

small and marginal farme

on March 2012, NABFINS investe
working capital t0 support aggr egation, value addition and marketing in cotton, handicrafts and

fisheries. The risk increases an
o cover this risk through mobilizing support from financial institutions as well as

ding a risk fund from
w functioning and the experience and expertise to support and

Gs and support for production is not enough. Since most of them are
rs their produce needs aggregation, value addition and marketing. As

d Rs 2.42 Cr cumulatively in second level institutions as
d diversifies with second level institutions. Efforts are being
made t

through buil
to take off bec

profits. Investing in second level institutions has taken time

ause there are fe
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mentor them is limited. NGOs who have devoted time and effort in promoting thi fin

o . ] s sector

it difficult to mobilize financial support to build these institutions Unfértunatel th :
. y there is no

integrated organizational and financial scaffolding in the country to support aggregation val

- ‘ . egation V:

addition and marketing of agricultural commodities the only example where such int -
integration

functions is ;in milk. NABFINS intends to give priority to support the formatio d
n an

functioning of second level institutions. It has sought NABARD’s support to achi
o achieve this

objective.

iv) Respect for diversity is a major requirement for inclusion in growth Inclusion i A wth
. 1n gro

demands customization to cope with the variety in purposes, sizes and repayment schedul

o« o . * : b4 , c e e .

Recognising this diversity, 1n the early 90s before the SHG Bank Linkage progr s
am

launched; a major policy decision was taken by NABARD and supported by RBI t l‘l)vals
o allow

banks to lend one loan (bulk loan) to the SHG allowing the SHG to decide on the size, p
, purpose

and repayment schedule of the loans. This major policy decision enabled the SHG members t
ers to

ask for what they could manage and the training provided to the group as well as their local
oc

knowledge equipped the group to decide whether the member was serious and able to m
anage

the loan effectively. This was a major reason why the poor respond so well to the SHG
e

program. Briefly NABARD did not mainstream the functioning of the SHGs by imposing p.
re-
s and a cost structure. It left these decisions to the group and this resulted in

determined product
no bank could have coped with. Since NABARD respected this diversity, it
, 1

innovations which
e or plan products in the context of the SHG-Bank Linkage program. Recent
.

did not prescrib
ons from NABARD however are asking NABFINS for its products. Savings is
ally a product of the SHG. Studies of SHGs formed by

n the SHG common fund up to a certain point and

communicati
listed as a product of NABFINS. It is re

NGOs show that members save and invest i
then opt to open individual Bank accounts and deposit their savings there. What also emerged
up to decide was that a family had a livelihood strategy

the decision t0 allow the gro

from
ties and not of one or two large activities which many of our

comprising of several small activi
anti-poverty programs assume they have. Loans from the SHG provided finance for these
small activities some of which expanded while others were dropped after a year or s0. The
group also knows whether some unexpected event has taken place which interrupts the cash

ere to meet an emergency, hence it is best suited to decide whether

flow or channels it elsewh
and how to reschedule the loan. Unfortunately this is where most financial institutions hesitate
d reduces their profits. Standardisation of sizes, purposes

to respond since it demands time a0
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and repayment periods is easy to monitor no matter what its impact on the client or custo

NABFINS realizes, as NABARD did in the early 90s, that inclusion in growth demandsr?:r;
the last mile has to be an institution which can cope with this diversity. ICT (which has be;
accorded a role far above its potential in this last mile) can help to collate and analyse the data

after the SHG has decided. The data on the decisions taken by the group on the purpose, size
etc. of the loans to individuals must be taken from the Minutes Book of the SHG and not z;sked
for in advance (before the loan is given) by the MFI-NBFC. In most cases the latter is the case

and experience has shown that this data does not give the real picture. Since NABFINS give;
one bulk loan to the SHG/JLG (as in the SHG-Bank Linkage program) it reduces transaction
costs as well as enables the member to borrow according to her/his requirements. The tenure of
loans is not uniform or standardised; it ranges from 12 months to 36 months depending on the
ose of the loan and the cash flow. However as of 1st April, 2012 the shortest tenure will

purp
be 24 months in compliance with RBI norms.

Vii) Institutional Capacity Building (ICB) If the poor are to acquire skills to manage their

own institutions (the last mile) like SHGs/J LGs/Producer collectives etc, they need training in
onal capacity building (ICB). Modules comprising how to meet, resolve conflict, foster

instituti
how to build linkages etc. have been

jon, how to analyse the causes of poverty,

participat
y NABARD and other NGOs and put to use. But conducting this ICB training takes

designed b
6 months before loans are extended. Few for profit NBFC/MFIs will agree to

time —at least 4-
pace even though funds are available from NABARD, Government programs and

provide this s
ions like IFAD and the World Bank. Even the private sector is now providing

from institut
ed, adequate funds will be

NABFINS hopes that when SHG-2 is launch
to train the groups. Looking

on which the SHG movement

grants for ICB.

provided for [CB and NGOs with experience in ICB selected

back, however, what is more relevant is to go back to the basics
was built.
3.5 Conclusion

The NABFINS are having 2 good relationship with its external environment which
is essential for a MFL The compan
relationships. The NABARD'’s organiz

NABFINS. This will improve the overall 0

y is ready to put maximum effort in maintaining those

ational behavior can be seen in its subsidiaries like

utlook of the organization.
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Chapter 4

SCOPE OF FINANCING IN LIVELIHOOD OF WATERSHEDS — AN
ANALYSIS

4.1 Introduction

This chapter includes the analysis and its interpretation of both the watersheds. The

credit requirement of the watershed was assessed as per the survey conducted in both the

Somarajukunta and Veernamala watershed. Both the watersheds were found to have

different requirements and needs. The risk assessment was based on their requirements
d s

income level and the researcher’s observations. The people and their requirements are one

of the important characteristics that differentiate two watersheds. The availability of natural

resources is high in Veernamala watershed in comparison with the Somarajukunta since it is

located in the middle of a forest.
This chapter is divided into two parts; Part A and Part B containing the analysis and

interpretation of Somarjukunta and Veernamala watershed respectively

Part A — Somarajukunta Watershed

Measure distance
C o d to your path

e map to add

Total area: 14.17 km?* (5.47 m#)

Tota! distance 13.72 km (8.52 mi)




4.1 Brief profile or Somarajukunta watershed

Somarajukunta is located in Dhaniyanicheruvu Panchayat in NP KuntaMandal in
Anantapuram district, Andhra Pradesh. Somarajukunta watershed includes four habitations
namely Somarajukunta, Gollaplle, Kuntlavaripalle and Kotireddyvaripalle. The total area
under the watershed project is 837 hectares. This watershed is located in Papagni river sub-
basin and Pennar river basin. Agriculture, animal husbandry and agriculture labor are the
main livelihood options for the people. The average annual rainfall of this area is 585mm.
Borewell is the most common source of irrigation. The entire region is classified as Semi-
arid due to the climatic and geographical conditions.

There are 270 families residing in the watershed area. As per the table 4.1 the total

population in the watershed is 937, which includes 472 Males and 465 Females. The

Somarajukunta habitation is the most populated area in this watershed having more than 70

percent of the total population in the watershed. Backward Communities (Vaddi, Sakala,
Mangala, Ekila and Boya) constitute more than 80 percent of the total population. There are
six ST families in the village. Kapu and Balija are the other communities. Kadiri, which is
located 27 Kms away from the watershed is the closest town.

Table 4.1: Population in Somarajukunta watershed
S1. No. Name of the village No of house holds | Total population
1 Somarajukunta 193 656
2 Kotireddygaripalle 30 107
3 Golapalle 33 120
4 Kuntlavandlapalle 14 ”
Total 270 937
Source: Project Completion Report, Somarajukunta

The Foundation of Ecological Safety (FES) is the implementing agency for five
tersheds in Anantapur district including Somarajukunta. The Somarajukunta Watershed
wa _ . - ,
Development Project (SWDP) started its Capacity Building Phase (CBP) in the year 2008.
ev

The total grant sanctioned and released by NABARD for CBP is Rs.7.17 Lakhs. The actual
e to . .
fund was Rs. 7.1 Lakhs. The Final Implementation Phase (FIP) started in

utilisation of the .
Rs.88 Lakhs was released during the phase, in which Rs.87.8 Lakhs was

the year 2010 and ’ )
lised. The Balance amount from both phases along with the contribution from families,
utilised. )
' i Fund (MF) of watershed development committee.
transfers to the Maintenance .



| The Somarajukunta Integrated Watershed Development Mutually Aided Co i

Society Ltd. has been registered by the Registrar of Mutually Aided CO...operative ‘;Pe‘:atfve
/ District Cooperative Officer, Anantapur together with its byelaws, on 8th Decemb oc;etles
After the registration, gramsabha was conducted with participation of memb o
Somarajukunta, Kotireddygaripalle, Kuntlapallevaripalle, and Gollapalle. The Grers ﬁ:m
decided that the existing WDC would continue to be the Board of Directors of MA(;I;n o

Table 4.2: Grant received and available with Somarajukunta watershed

- : Particulars Rs. in Lakhs
ant Receieved from NABARD 6.96
Other income - Interest from Bank, Loans, MACS Membership 7.72
Expenses as of October - MACS Office Building, Superviros costs etc. 1.75
Total Fund availabe with MACS 12.92
Total value of the Loans given to its Members in the last three years : 49.52

Source: Project Completion Report- Somarajukunta

4.2 General analysis
This part of the analysis is dealing with general matters including the income source

bank details and land holding details
4.2.1 Source of income of the households

The source of income literally means where the money is coming from. For an

vidual income could be from multiple sources. .

indi
Table 4.3: Sources of income of households in Somarajukunta watershed
Categories of income source Frequency Percent
Labour + Agriculture 16 22.5
Business + CM___ 1 1.4
Labour + Cattle Rearing 5 7.0
Rearing | .

Skild work + Agicultre__ i 14

Labow : o

//j&i 71 100.0

rimary Data
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waterShe;hTeh’:i:(;i;thS I’;he source of 'income among the people in Somarajukunta
e inciude milch am:nl e; of people in the watershed is engagéd in cattle rearing.
e othor mat . als 1.ke cows, goat, buffalo, etc. as well as the sheep bullock.
. jor source of income is labor works. The farmers with more than 10 A

are also going to NREG programs. This is because of the fact that NREG off Cre.land
Paym.ent than the average wage rate in the region. The people who are enga Zd?rs - hl.gher
or Micro enterprise do not engage in any agriculture activities, but all of ﬂimm BUSlnfass
cattle on their home. The most common agriculture in the areas is Groundnut and ali (5 ha@g
Both the crops are suitable for the climatic condition and also it gives a fair pri:::1 tir Thn

e

farmers. The Groundnut is sold at a rate of Rs.55-60/Kg“émd Red gram at Rs.65-8
S.6)- O/Kg

Apart from this the MACS with the support ofthe State Agricultur
e -

Department implemented a scheme in the region called Committee Managed Seed S
ed System

(CMSS). Under this scheme the good quality seed is collected from the farmers during th
uring the

harvesting period and it will be distributed to the farmers in the nearby ar
€as.

4.2.2 Bank account details of the individuals
Bank account is the minimum requirement of the households to enter in mi
micro

financing world. Usually only one account is maintained by an ordinary individual
ividua

Table 4.4: Bank account details of households in Somarajukunta watershed
ershe
| Bank Account Frequency Percent
APGB 69 97.2
APGB+SBI 2 2.8
Total . 71 100.0
Source: Compiled from Primary Data :

The Table 4.4 indicates the banking habit of the people in Somarajukunt
araj a

ershed. All the families in the watershed maintain at least one account in a bank. This i
: . This is

wat
ubsidies, grant etc. from various departments, who credits the

mainly for availing funds, s
ficiartes directly. The majority of the population is having a bank

bank account of the bene
athi Grameena Bank since it is the only bank access in 25 Km

account in the Andhra Prag
radious, which is situated in N. P. Kunta. (15 Kms away). Due to the long distance, the
imited in the area. For those who are having a bank account in SBI

bank services are very

also have a pank account in APGB. .



4.2.3 Land holding of the individuals
The land holding of the households will helps in analysing the requirement of

individual households and their repayment capacity

Table 4.5: Land holding details of households in Somarajukunta watershed

Categories of Land Frequency Percent
Marginal(Below 1 ha) 4 5.6
Small(1-2 ha) 35 49.3
Semi Medium(2-4 ha) 18 25.4
Medium(4-10 ha) 6 8.5
Large(10 ha and above) 1 1.4
Landless 7 9.9

Total 71 100.0

Source: Compiled from Primary Data

The Table 4.5 shows the category of farmers on the basis of their land holdings. The

survey shows that close to 50 percent of the population is coming under the category of

small farmers, whereas the marginal farmers occupies hardly six per cent.

Figure 4.1: Land holding details of householdss in Somarajukunta watershed

Land

B small

[COsemi Medium
B L_andless

Bl viedium

Bl niarginal
CdLarge

Source: Compiled from Primary Data

The Figure 4.1 gives the percentage of farmers in different categories. The small

followed by semi medium farmers and medium

farmers occupy the major part of the chart,

5 acre land occupy the second Jast position.

e marginal farmers with less than 2.
total population. The large farmers with

people are almost 10 percent of the

farmers. Th

The landless
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more than 25 acres are 1.5 percent of the population. This figure shows the capacity of the

people in the watershed area

4.2.3 MACS Interest rate

The Mutually Aided Co- operative Society (MACS) of Somarajukunta watershed is
one of the source of finance available to the people in watershed. Many people is the

watershed areas is using the livelihood fund of MACS.

Table 4.6: Interest rate and processing fees in MACS

Loan Amount Interest Rate - Processing Fee
Up to Rs.10000 12% 100
Rs.10000-Rs.25000 15% 200
More than Rs.25000 18% 300

Source: Compiled from Primary Data

The Table 4.6 shows the interest rate and processing Fee of MACS to their landings.

The rate is comparatively higher than the NABFINS which helps them to enter in

watersheds.

4.2.4 Area under irrigation

Irrigation is essential for the success of every agricultural activities. Bore wells are

the most commonly used source of irrigation in rural India

Table 4.7: Area under irrigation in Somarajukunta watershed
Pre watershed Post watershed
= - = -
= 2] = >
(=] p— = —rg 7} o — = —~
mpeoft | S| % |E| |88 5| § |3 £ |EE
wel | 3| 5 |2/ 2 |s& | & |§| 2 |8¢®
o pu @ 2 @ by 3 > 4 ,§
= 2 |2 3 <= = %’ @n = <
é o = =
Open wells | 43 6 18] 19 | 26 | 43 13 | 19| 11 31
Bore wells 67 19 (19 29 | 34 70 32 25 10 80
Others 18 - g | 10 | 11 30 20 | 10 - 12
Total 128 25 |45] 58 [ 71 143 65 54 21 123
1 Report- Somarajukunta

Source : Project Completio s



The Table 4.7 shows the increase in the irrigation after the completion of watershed
in Somarajukunta. The increase in irrigation improved the yield and income to the faﬁners

The Ground water is the main source of irrigation in most of the watersheds. Thus after the

completion of watersheds the groundwater level is started increasing

4.3 Credit analysis
This part of analysis deals with analysis of credit needs and availability of the people

in Somarajukunta watershed

4.3.1 Total loan requirement
The requirement of the people in watershed is different according to the purpose. I

used a scale for identifying the actual requirement

Table 4.8: Total loan requirement of households in Somarajukunta watershed

Loan requirement Frequency Percent

No Loan Requirement 1 : 1.4
50,000 3 4.2
75,000 1 1.4
1,00,000 41 57.7
1,50,000 14 19.7
2.00.000 T 9.9
3,00,000 2 2.8
5,00,000 2 2.8

Total 71 100.0

Source: Compiled from Primary Data

The Table 4.8 shows the amount of loan asked by different peoples. This will help

NABFINS in designing the product according the credit requirements of the people. From
the survey conducted, we found that almost 98 percent of the population required loan,
hardly 2 percent of the population says no loan requirements. This is a positive sign for

NABFINS to enter in watersheds
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Percent

Figure 4.2: Total loan requirement of households in Somarajukunta watershed
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Source: Compiled from Primary Data

The Figure 4.2 represents the percentage of loan amount asked by the individuals.
The highest amount asked by the individual is Rs. 5,00,000 and the lowest is 50,000. The
chart clearly indicates the demand for loan of various amounts. The requirement for Rs.

100,000 is highest among other amounts followed by the requirement of Rs. 1,50,000. This

shows the huge volume of business that NABFINS can expect.

4.3.2 Category wise loan requirement

The loan requirement of the people is different for various categories. As per the

y conducted, I categorised the requirements into five broad categories

surve
Table 4.9: Category wise loan requirement of households in Somarajukunta watershed
: Expected
SL . Number of | Amount in P
No. CAfeEpnits Requirements Rs. Requirement
in Rs.
1 | Water Resource Development 1 100,000 75,000
2 | Livestock Development S7tul 67,25,000 41,00,000
Self-Employment & Micro 10 0
S Enterprise Development ,00,000 15,30,000
4 | Agriculture Loan Requirement 2 3,00,000 30,000
5 | Consumption 1 1,00,000 50,000
L. Silatel |
Total 72 94,25,000 | 57,85,000
/J__/'_—’

Source: Compiled from Primary Data
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The Table 4.9 shows the actual requirement of people in different categories. The
total amount asked by the individuals during our survey is Rs 94.25 Lakhs. But most of
them exaggerated their requirements and asked for a loan which is beyond their capacity.
This forced us to make an assessment of the actual credit needs. The actual credit need of

the people is determined by considering their income, land area and requirements. The

expected requirement is Rs.57.85 Lakhs

Figure 4.3: Percentage of loan requirement in Somarajukunta watershed for various
activities

2%
® Water Resourse Development

W Livestock Development
u Self Employment & Micro
Enterprise Development

B Agriculture Loan Requirement

B OPS(HOUSING,EDUCATION)

ggurc-é’:-eanpiled from Primary Data

The Figure 4.3 gives a clear idea of the credit requirements of people. Almost 71

percent of the po
and Bullocks. The Self-em

26 percent. The agriculture loan
agriculture activities in the region. The people are having money at their disposal for the

pulation asked loan for buying livestock’s like Cow, Sheep, Goat, Buffalo
ployment and Microenterprise development is coming next with

requirement is just two percent, this shows the success of

investments in agriculture and also the availability of crop loan at four percent interest

reduced the dem

coming under the cate

and for additional agriculture loan. The least number of requirements is

gory of Water Resource Development, were there is only one

requirement for Bore Well.

4. 3.3 Loan requirement of SHG

The SHG are formed for the purpose of mutually helping the members in it. The SHG

are commonly formed by the woman with the view of economic and social improvement.
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Table 4.10: Loan requirement of SHG of Somarajukunta watershed

Sl. | Name of Village Activity Amount Actual
No SHG Requirement
1 | Gayathri | Somarajakunda Not active 0 0
» | SrithiSai | Kotireddyvaripalle | ZYoS0%K 500,000
Development ’ 500,000
3 | Ganesh | Kotireddyvaripalle | LYeStock 500,000
anes otire YV p Development s 500,000
Total 10,00,000 10,00,000

Source: Compiled from Primary Data

The Table 4.10 shows the loan required by the SHGs. There are 28 SHG’s in

Somarajukunta watershed, but more than 20 are currently inactive due to various reasons.
All these SHG’s took group loan from banks, but none of them are repaying with the

expectation that government will wave of their loan. During our survey the women of

SHG’s requested us to not to give them loan because the money will be utilized for some

other purpose by other family members. For those who want a loan for cattle asked the

possibility of getting the cattle as such instead of money as loan.

4.3.4 Sources of credit and their maximum lending

As part of this project I collected the details of credit that are currently available. The
loan from various sources, their maximum possible lending and interest rate is as below

1) MACS - Maximum Credit Rs.30,000 @ 18%

2) Crop Loan— Maximum Rs 1,50,000 @ 7%
3) B.C.Loan— Maximum Rs. 4,00,000 (Including 50% Subsidy) @ 14%

4) SHG Loan— Maximum Rs 15,000 @ 12-15 %
5) Private Money Lenders — Maximum Rs. 80000 @ 24-36%

4.3.5 Estimated requirements

The total money requirement of the watershed is essential for assessing the actual

ss. Since I didn’t able to cover the entire households, estimation is done t0 assess the
e sample collected

busine
uirement based on th s

total req



Table 4.11: Estimated loan requirement from Somarajukunfa watershed

Category PoS:llllllstli:m i‘?:ll:lt Factor Reql%i:::wnts Rf;ﬁuiT:I:ecilt
Households
Amount Demanded 71 270 3.8 94,25,000 3,58,15,000
Expected Req. 71 270 3.8 57,85,000 2,19,83,000
SHG
Amount Demanded 3 28 9.3 .. 10,00,000 93,00,000
Expected Req. 3 28 9.3 10,00,000 93,00,000
Total
Amount Demanded 1,04,25,000 4,51,15,000
Expected Req. 67,85,000 3,12,83,000

Source: Compiled from Primary Data

The Table 4.11 shows the estimated credit requirements of Somarajukunta

watershed. This shows the expected business of NABFINS in Somarajukunta. The table

shows both the household and SHG requirements. The total requirement of the watershed is

estimated based on the factor obtained from the sample size with the sample population.

The NABFINS can expect a business worth Rs. 3.1 Crore from Somarajukunta

4.3.6 Water resource development

on is the main component coming under this category. The water from all

Irrigati
the sources need to be developed in order to make proper irrigation
Table 4.12: Loan required for water resource development in Somarajukunta
] raw | wamntt | R |
1 | Bore Well 1 100,000 75,000
Total 1 100,000 75,000

Source: Compiled from Primary Data
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The Table 4.12 shows that there is only one requirement coming under this category.
People in the watershed are reluctant to take loan for constructing bore well and open well
because of the fear of failure in getting Water. There is no requirement for the irrigation
activities like drip irrigation, sprinklers etc. Many people tried to dig bore wells and open

wells in their land which eventually ends in a complete failure. This prevents the people in

asking for more loan under this category.

4.3.7 Livestock development

The livestock development is an important category NABFINS need to look into.

More number of people asked loan for various activities like cow rearing goat rearing etc.

Table 4.13: Loan required for livestock development in Somarajukunta watershed
l‘?(l).. Activities le;l:?l'::;e(:lfts Am(l)ll;l.lt " Requf;r’:l;::;idm Rs.
1 Cow 15 17,00,000 14,25,000
2 | Goat 7 8,50,000 5,75,000
3 Piggery 1 1,00,000 1,00.000
4 | Sheep 31 36,00,000 28,00,000
5 | Buffalo 1 100,000 100,000
6 Bullock 3 3,75,000 2,00,000
Total 58 67,25,000 41,00,000 |

Source: Compiled from Primary Data

The Table 4.13 shows the credit requirement of the people in the category of
Livestock Development. Large number of people required a loan for sheep, whereas

requirement for cows and goat are comparatively less. This is because of the lack of supply
in facilities in the area. The milk in the region is collected and sold in nearby markets by

cha
ohe person who is having a mini truck. He is exploiting the poor farmers by paying less for
the milk and selling at a higher price in nearby towns. Due to this reason farmers are
showing less interest in taking loan for milch animals compared to sheep.
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Figure 4.4: Percentage of loan required for livestock development in Somarajukunta
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Source: Complled fro’r;lpl;}imary Data
tage of credit required by the farmers in different

The Figure 4.4 shows the percen

cattle rearing activities. The Sheep is the most demanded loan with 54 percent followed by

cow with 25 percent. The demand for sheep will remain high till the proper implementation

of a better supply chain for milk in the region.

4.3.8 Self-employment & Micro enterprise development

This category deals with the requirement of the people who are engaged small

siness like petty shop and also the requirements of self employed people

scale bu
Table 4.lﬁwt@%f-employment & Micro enterprise development
Sl. iy Number of Amount in E #%
Activities z xpected
No. Requirements Rs. Requirement in Rs.
A0 b DTN =L
1 Petty Shop 2 3,00,000 1,75,000
7 | Tailoring 1 1,00,000 50.000
// b
3 Basket Making 1 1,00,000 30,000
4 |sore ! 2,00,000 1,75,000
5 |Tractor | 3 1,30,0000 9,00,000
6 |Trade | 1 1.00,000 1,00,000
_____’—J
7 Service 1 1,00,000 1,00,000
Total 10 22,00,000 15,30,000
om Primary Data

Source: Compiled Fr
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From the Table 4.14, it is understood that the tractors are the most demanded in this
category followed by Petty Shop requirements. This shows the huge opportunity for Agri-
machineries in this area. After the completion of watershed many people started cultivating
more which creates huge demands for tractors in ploughing the fields. Presently the tractors
are very rarely used by the farmers because of the high cost (Rs. 700-1,000 Per hour). If

more people are coming with tractors it will create a competition and prices may decrease

Figure 4.5: Percentage of loan required for Self-employment & Micro enterprise
development in Somarajukunta watershed
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The Figure 4.5 gives a clear idea on the percentage of loans demanded by the people

in this category. The tractor requirement is the highest with 59 percent. The petty shop

requirement cOmMes next with 14 percent, followed by stores at 9 percent. The other

requirements occupies just five percent each

4.3.9 Agriculture loan requirement

This category includes all the reqirements made by the people for the purpose of

agriculture activities as well as agriculture expansion

Agriculture loan requirement of households in Somarajukunta

Table4.15: Agricur = ———"—
| Number of Amount Expected

13:).. TR Requirements | in Rs | Requirement in Rs
1 | Groundnut 1 100000 100000
T Fish farming 1 200,000 200000
:_,/ITL/ 2 300000 300000
Source: Compiled from Primary Data
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The Table 4.15 shows the agriculture needs. Since groundnut is the most profitable
and successful agriculture activity in the region, the farmers are having savings for the
expansion of groundnut. Due to this the requirement for groundnut is less. The fish farming

is another requirement which is new to this area. At present the fish availability is very rare

in the area, therefor it poses a huge demand.

4.3.10 Consumption

This category includes all the requirements made by the people for the purpose of

consumption which doesn’t make any cash flows

n requirement of the households in Somarajukunta

Table 4.16: Consumption loa
S1. No. Purpose Number of | Amount Expected
Requirements in Rs Requirement in Rs
1 Education 1 100000 50000
Total 1 100000 | 50000

Source: Compiled from Primary Data

The Table 4.15 shows the requirement for education loan. The people in the

watershed give more priority to the education of their children just like MACS. The MACS
gives more priority to education and loan requirement of landless people and emergencies

like medical purposes.

4.4 Risk assessment

The risk assessment part includes the analysis on various aspects which are related to

the repayment of loans

4.4.1 Loan status of Mutually Aided Co-operative Society (MACS)

The MACS is one
essential for the NABFIN

among the many source of credit available for the people. It is

S to study about their credit requirement history to plan the

products
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Table 4.17: MACS loan status of Somarajukunta watershed

Frequency of Loan IT;T:{‘:::;Z Repaid Runniné Due
No loans 7 00 00 00
One time 18 15 2 1
Two times’ 27 20 7 0
Three Times 11 0
Four Times .8 4 ' 4 0

Total ‘ 71 47 16 1

Source: Compiled from Primary Data

The Table 4.17 shows the status of MACS Loan availed by the people in th
e
watershed area. The MACS distributes loan from livelihood fund it maintains in the Andhra

Pragathi Grameena Bank. It is one of the important sources of credit to the people in

watershed areas. Most of them have taken loan for more than one time. Almost 10 percent
: cen

of the population didn’t take MACS loan till the date. During the survey, we found one lo
s an
which has become bad for the person who takes the loan expire. From the MACS chairman

we came to know that there is three NPA cases are reported till the date. Except those NPA
everything is going well in MACS loan

The MACS loan has to be paid before Sth of every month. If the payment
5th, the Rs. 10 will be charged as fine up to 10th of the same month.

is made after the
y Rs. 100 as fine. Likewise MACS will wait for 3

Beyond that the borrower has to pa

months to get the payment from the borrower. If a borrower is not paying after 3 months

also, then MACS will form a committee and inquire about the reason for overdue. If the

reason is genuine MACS will allow some concession in repayment

Table 4.18: MACS loan history in Somarajukunta watershed
Purpose of MACS loan Frequency Porcent

7 9.9

Tolowm

oo —— 7 9.9

——S_h—Cfg’__/" 6 8.5

Cagioe___— 27 38.0

(mion = =

(Business : =
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Consumption 15
Goat - 21.1
Agri Machineries " 28
Carpentry 1 1.4
1.4
Total _ n 100.0

Source: Compiled from Primary Data

The Table 4.18 shows the purpose for which MACS granted loans. The MACS

granted a number of loans for seeds in the category of Agriculture. This is because of th

Committee Managed Seed System (CMSS) program, where every farmer who cultivat
vate

groundnut uses the groundnut seeds supplied under this scheme. The consumption is th
- n is the

next important category in which MACS distributed loan. The MACS provides most of th
of the

consumption loan for education and medical emergencies

4.4.2 Ageand loan requirement

The age and loan requirement will helps the business to understand the risk
ris

invovlved by age factor of the borrower.

uirement of households in Somarajukunta

Table 4.19: Age and loan req
Total Loan Required
Age No Loan
i Total
_Requiremen ¢ 50000 | 75000 100000 | 150000 | 200000 | 300000 | 500000
30-39 0 1 0 9 5 1 0 0 i
v
40-49 0 0 0 8 4 2 0 ) 15
T
50-59 0 0 1 14 3
B | 3 2 1 24
60-69 1 1 0 > 2 0 0 0 9
0
70-79 0 ! 0 > 0 1 0 0 7
I
3 1 41
Total 1 14 7 2 2 71
ary Data

_————-'/ -
Source: Compiled from Prim

The Table 4.19 shows the credit requirements of the people at different ages. This is

important during loan assessment, because aged people are more vulnerable. Large number

ple who have applied for a loan is coming below 59 years of age. It will be risky to

of peo
lend loans to people who are above 60 years.
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4.4.3 Income source and loan purpose

The income source and loan requirement is an analysis that helps in easy

identification of the loan and the risk involved

Table 4.20: Income source and loan purpose of households in Somarajukunta

2 Labour +
% ) Business | Lab i
%, % | Labour+ | Agriculture | abour | Skilled
| Agriculture |+ Cattle aftle +Cattle| Work+ | Labour

Requir Rearing Rearing | Rearing | Agriculture

ments
Education 0 1 (N) 0 0 0 0
Petty Shop 1(N) 1(N) 0 0 0 0
Tailoring 1 (N) 0 0 0 0 0
Basket 0 0 0 0 0 1
Store 0 1(N) 0 0 0 0
Trade 0 1(N) 0 0 0 0
Service 0 0 0 0 1 0
Tractor 0 3 0 0 0 0
Cow 1(N) 13 (E) 0 1 (E) 0 0
Sheep 6 (N) 21 (E) 1(E) 3(B 0 0
Bullock 1(N) 1 (E) 0 1(E) 0 0
Goat 3 M) 4 (E) 0 0 0 0

. 0
Piggery 1(N) 0 0 0 0
Buffalo 1(N) 0 0 0 0 0
Bore well 1 0 0 0 0 0
Groundnut 0 1(E) 0 0 0 0

. 1(E) 0
FishFarm | 0 ( 0 0 0
Total 16 48 L 5 1 1

______——-——"_—-T_ 1
Source: Compiled from Primary Data

' The Table 4.20 shows the loan requirement and the source of income of the individuals.

This will help in understanding the details of loan needed for the expansion activities (E)
and the loan need for the new activities (N). During our survey 19 people asked fora

Joan which is new t0 them and 47 people asked loan for expansion purposes
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Part B — Veernamala Watershed

Satyaloka Ashramaim,
SriyAmIma Bhagavan

Measure distance
Click on the map to add to your path

Total area: 30.97 km? (11.96 mi?)
Total distance: 21.64 km (13.45 mi)

4.5 Brief profile on Veernamala watershed

The Veernamala watershed is located in the middle of a forest area in Ramakuppam

Mandal of Chittoor district. The total area of the watershed is 732.99 hectares and the

treated area 1S 673.78 hectares out of which 284 hectares is under cultivation with 153.78

hectares are under irrigated and 385.66 hectares are under un-irrigated. The average rainfall

of this watershed ared is 774mm. The watershed is located in palar river sub-basin and

Pennar river basin.
Veernamala watershed includes 18 BBt nawith 119V s uketalds. The total

ulation in the watershed is 6076, which includes 3047 male and 3029 female. The

pop
9, of the total population and about 45% of the total population

landless people are 9.11
belongs to the SC/ST catego

marginal farmers in t

ry. Around 754 farmers are coming under the category of small

his watershed area. Their main occupation is agriculture,

and
sericulture and cattle rearing. Major crops cultivated are Paddy, Mulberry, Groundnut and
Tomato. _

r Social Service (MASS) a registered Non-Governmental is the

Mitra Association fo
implementing agency for the project- Veernamala Village Watershed Development
Committee though it has @ majority of Sugali tribes and backward caste population, it has
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demonstrated a high degree of involvement. MASS has started facilitating of

implementation of the project through qualifying Shramadan and implementation of CBP in
2005, preparation of FSR in 2009 and started implementation of Full Implementation Phase

from 2010 onwards.

Table 4.21: Grant received and available with Veernamala watershed

Funding | Implementing [ o | Grant Amount | Amount | Per cent of
agency Agency S | /Loan | S3mction. | received | completion
A in Rs inRs | of the phase
NABARD PAS CBP | Grant | 3,38,933 3,38,900 100%
NABARD MASS FSR | Grant | 1,05700 | 1,05,700 100%
NABARD MASS FIP Grant | 51,55,871 | 50,67,838 100%
NABARD MASS Devices | Grant | 1,50,000 91,200 95%
LH&
NABARD MASS APEM Grant | 13,75,150 | 13,75,150 100%
NABARD MASS MF Grant | 3,92,565 3,90,766
NABARD MASS PMC | Grant | 13,80,908 | 11,82,540 100%
Total 88,99,127 | 85,52,094

Source: Mitra Association for Social Service (MASS)

4.6 General analysis
This part of the analysis is dealing with general matters including the income source,

bank details and land holding details

4.6.1 Source of income for households

urce of income literally means where the money is coming from. For an

The so
individual income could be from multiple sources.
Table 4.22: Sources of income of households in Veernamala watershed
Sources of Income Frequency | Percentage

Labour + Agriculture 33 24.4
Labour + Agriculture + Cattle Rearing 53 39.3
Business + Cattle Rearing + Agriculture 4 3.0
Skilled work + Agriculture + Cattle Rearing 6 | 4.4
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Sericulture + Labour 4 3.0
Labour + Cattle Rearing 4 3.0
Skilled work + Agriculture 4 3.0
Fish Farming + Floriculture +Agriculture+Cattle Rearing 1 0.7
Sericulture + Agriculture 8 5.9
Business + Agriculture 10 7.4
Business 7 5.2
Labour 1 0.7
Total 135 100.0

Source: Compiled from Primary Data

The Table 4.22 shows the details of the source of income among the peoples in

Veernamala watershed. The watershed area is having large diversified crops, starting from

Groundnut to Floriculture and Fish Farming. Sericulture is most attractive agriculture

activity in the region mainly because of the good earnings from it (Rs. 400 Kg). Even
though milch animals are high, the milk is sold at a rate of Rs.22/Liter. The most common

agriculture activities in the region are Groundnut, Raggi, Paddy and millets. The paddy is

cultivated mainly for the own consumption, this is because of the less price for the rice.
The NREG program is t

income to many people in t

he next most important source of income. Sericulture also provides

he region

Figure 4.6: Source of income of households in Veernamala watershed

Source of Income

-Labour+Agn'culture+Ca
ttle Rearing
.Lab0r+Ag1'icultme
BBusiness+Agriculture
[ESericulture+Agriculture
[MBusiness
Skilled
.work+Agriculture+Cattl
e Rearmg
DBusiness+Ca;tle
Rearing+Agriculture
[JSericulture+Labor
[l abour+Cattle Rearmng

Source: Compiled from Primary Data

45



The Fi
. igure 4.6 shows the percentage of people engaged in different income
' s
griculture and livestock development is the major activity done by the individual ;mce'
estoc] . uals. Nearl
90 Percent of the individuals are experienced in either agricultural activities or li .
or livestock

development. So credits for those activiti i

. ivities will be useful for b

- oth the NABFINS as well as
4.4.3 Bank account details

Bank a i ini i
, ccount is the minimum requirement of the households to enter in micro

orld. Usually only one account is maintained by an ordinary individual

financing w
Table 4.23: Bank account details of individuals in na
. Veernamala wat
A ershed
a ccount Frequency Percentage.
No Bank account 1
i
SGB.
- 83 61.5
10 7.4
SGB + SBI 33 .
SGB + SBI + Canara Bank >
i ‘ 2.2
SGB + Vijaya Bank 4
3.0
SGB + KarurVysya Bank -
i
Total 135 100.0

Source: Compiled from Primary Data

From this table it is clear that nearly 99% of the individuals having access to th
cess to the

financial insti i . 0/0 Of the indi Viduals hOldlIlg ac t ly th
tutions MOI'C than 9 count oOn Wl

Sapthagiri Grameen Ban.k (SGB). The area is not having any bIaIlCh of any Oth fi al
er Iinanci

institutions. The nearest branch to this watershed is SGB in Vijalapuram, which is almost
15 Kms away from the watershed. The people in the watershed have to travel that much
distance to make bank transactions. Due t
and many of them are keeping their savings in their home itself. People are going to bank

required loan or any other credit facilities

o this banking habit is very poor among the people

only at the times when they

4.4.4 Land holding of the households

The land holding of the households will helps in analysing the requirement of
1 households and their repayment capacity
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Table 4.24: Land holding details of households in Veernamala watershed

Categories of Land Frequency Percentage
Marginal 96 71:1
Small 28 20.7
Semi Medium 1 )
Landless 10 7.4
Total 135 100.0

Source: Compiled from Primary Data

The above table shows the landholding of the people in the watershed. Most of them

are coming under the category of Marginal farmers. This is mainly because of the

population density in the watershed. The land in the name of the ancestors is passed down

to their legal heirs at an equal rate. This reduces the land holding among the individuals

Figure 4.7: Percentage of land holding by households in Veernamala watershed

Bl randless
[0 S exmi IVIe diuazm

e: Compiled from Primary Data

Sourc

The figure 4.7 explains that the majority of the individuals belong to the category of

marginal and small. Many farmers are having problems with the land title deed. This causes

the farmers in getting difficulties to access the Kissan Credit Card (KCC) from the banks.

4.4.5 Sourceof credit and maximum lending

As part of this project 1 collected the details of credit that are currently available.

The loan from yarious sources, their maximum possible lending and interest rate is as below

1) MACS - 30000 @ 12%
_ 10000 @ 12-15%

2) SHG Loan
@ 7%

3) Crop Loan— 150000
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4.5 Credit analysis

This part of analysis deals with analysis of credit needs and availability of the people in

Somarajukunta watershed

4.7.1 Total loan requirement

The requirement of the people in watershed is different according to the purpose. I

used a scale for identifying the actual requirement

otal loan requirement of households in Veernamala watershed

Table 4.25: T
Loan requirement Frequency Percent
No Loan Requirement 4 3.0
25,000 3 22
50,000 62 45.9
75,000 12 8.9
1,00,000 36 26.7
1,50,000 5 3.7
2,00,000 6.7
3,00,000 4 3.0
Total 135 100.0

e: Compiled from Primary Data

shows that amount wise loan demanded by the individuals. During

Sourc

The Table 4.25
our survey, 45% of the individuals demanded loan multiple of 50,000 and only 3 % of them
don’t have any credit demand . This table is useful for knowing the demand of credit range

of the individual that is 50,000-1,00,000

Figure 4.8: Loan requirement of households in Veernamala watershed

SO~

200000 1sc000 sco000 n
roSUIFSROM

o= sa000 100000

Source: Compiled from Primary Data
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The Figure 4.8 shows the demand for different amount of loan that the individuals have
mentioned during our survey. The majority of them demand range is from Rs.50,000 to
Rs.100,000 which reveals that some of them demand is genuine and thereby we can

understand that recovery of this kind of loan amount won’t be difficult both to the

individuals as well as the financier.

4.5.2 Categoty wise credit requirements

The loan requirement of the people is different for various categories. As per the

survey conducted, I categorised the requirements into five broad categories

Table 4.26: Category wise loan requirement of househoids in Veernamala watershed

SL . Number of | Amountin | |, Txpected.
No. Categories Requirements Rs Requirements
in Rs
1 | Water Resource Development 17 12,25,000 745000
2 | Livestock Development 57 35,50,000 21,40,000
3 | Land Development 5 325,000 250,000
Sclf-Employment & Micro
22
4 Enterprise Development 21,25,000 13,00,000
5 | Agriculture Loan Requirement 8 500,000 410,000
6 | OPS (housing, education) 40 37,50,000 21,30,000
Total 149 - | 1,14,75,000 | 69,75,000

/ 3
Source: Compiled from Primary Data

The Table 4.26 shows the actual requirements of the people in different categories.

The total amount demanded by the individuals is Rs.1.14 Lakhs. But the amount which is

demanded by them is an exaggerate
ssment and found that the expected requirement will be approximately 40%

demanded. The expected credit requirement will be

d. So by considering their income, land holding, etc. W€

made an asseé

less from what they have

Rs. 69.75 Lakhs
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Figure 4.9: Category wise loan requirement of households in Veernamala watershed

11%

B Water Resourse Development
H Livestock Development

4%

|
\
l
|
= Land Development l
|

3%

Source: Comﬁiied fromPrerary Data

The Figure 4.9 shows the credit requirement of people in broad categories. The majority

of loan requirement is coming under housing purposes (30 percent). The requirement for

livestock follows with 31 percent of the total requirement. The demand for consumption

loan is high because of the unavailability of credit for the consumption activities. During

our personal interview we observed that many are exaggerating their credit requirements

Thus we forced to prepare an expected requirement based on their actual requirements and

repayment capacity.
4.5.3 Loan requirement of Self Help Group

The SHG are formed for the purpose of mutually helping the members in it. The SHG

are commonly formed by the woman with the view of economic and social improvement

an requirement of SHG of Veernamala watershed

Table 4.27: Loan requiremeit 9° ===
I\SIL Activities Amount in Rs. Expected
0. Requirement in Rs.
1 Livestock Development 13,50,000 1.24.000
7 | Land Development 2,40,000 1,90,000
3 | Agriculture Loan Requirement 1,50,000 1.25.000
4 OPS (housing, education) 300,000 200.000
5 | Water Resource Development 75,000 75.000
Total 21,15,000 18,30,000

ed from Primary Data
roups in this area. We met Five SHG’s in the area during
formed SHG just for the sake of getting loan from 2 bank

get a loan, it will be divided equally among the members
50 '

Source: Compil
There are 69 Self Help G

our survey. The majority of them

or from other SOUrces. Once they



\S //*
for their own purposes. B Qe
s. But all the members who took loan f;
amount. rom these SHG’s repaid the
The SH s i
N G named Bhuvanagiri in Podichenu was once a good gr
: ou i
garbhathis. The members were so active and all of them were gettin PdWhlch makes
Iso. g ade i
also. But due to the emergence of Agarbhathi making factories in the nearb cent income
. : ar
their demand and found very difficult in continuing with the Agarbhathi ;’hareas they lost
. 1. e s
ive now and the group members were engaged in some other agricultural t.gr oup is not
activities. They

act

are not willing to start Agarbhathi making again with new machi
ines.

4.5.4 Estimated requirements

The total money requirement of the watershed is essential for assessi
essing the actual

siness. Since I didn’t able to cover the entire households, estimation is d
’ 1s done to assess the

bu
total requirement based on the sample collected
Table 4.28: Estimated loan requirement from Veernamala watersh
ershed
Sampl S
Category Popul:tifm Fil:;t Factor Loan Estimated
Requirements | Requirement
Households
Amount Demanded 135 1173 8.7
; 1,14,75,000
T L i (12 9,98,32,500
Expected Req. 135 1173 8.7
| BXPETE vl b V 69,75,000 6
/S_H’G/__ ,06,82,500
Amount Demaned 5 69 13.8 21,15,000 2.91
% 2 b )873000
Expected Req. 5 69 13.8
; 18,30,000
/’@E{l—’/ 2,52,54,000
Amount Demanded 1,35,90,000 | 12,90,19,500
Expected Req. 88 oo
,05,000
T 8,59,36,500

Source: Comp

estimated base

ehold and SHG requirements. The total requirement of the watershed i
. is

d on the factor obtained from the sample size with the sample populati
ion.

FINS can €x ect a business worth Rs.8.6 C
The NAB P - rore from the Veernamala Watershed



4.5.5 Water resource development
Irrigation is the main component coming under this category. The water from all th
e

sources need to be developed in order to make proper irrigation

Table 4.29: Loan required for water resource development in Veernamala

pS;:, Activities .. le;:ilr::;::ts Anl:(l’zusnt Requg?:::ﬁn Rs
1 | Open Well 4 3399,000 2,00,600
2 | Bore Well 1 7,75,000 420,000
3 | Drip Irrigation 2 1,50,000 1,25,000
Total 17 12,25,000 7,45,000

Source: Compiled from Primary Data

The Table 4.29 shows the credit requirements for the irrigation activities. Even

though the watershed area is getting 750 mm rain they are not having water in the summer

season. This is mainly due to the elevation of watershed from sea level. Most of them who
asked loan for open well and bore well wanted to deepen their water source. The state
government is also encouraging micro irrigation projects in this area. Under the Andra
Micro Irrigation Project (APMIP), all SC/ST Farmers under Small

Pradesh

/Marginal Farmer (SF/MF) category and all other SF/MF Farmers in a Revenue

Farmers
(MI) Systems up to a maximum subsidy of Rupees

¢ are eligible for Micro Irrigation

Villag
one lakh or maximum 5 acres, whichever is less, per family, irrespective of their economic

status.

The scarcity of water in the open well caused irrigation problems. Due to this many
farmers are unable to g0 for second cropping when water scarcity is severe. Some of the
difficulty to continue their cultivation due to water scarcity. This forced

the farmers to demand more loan for the construction of bore well, which is found to be
effective to manage drought condition in this area. The bore wells helps the farmers to

continue second cropping by providing sufficient water.

farmers are facing
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4.5.6 Livestock development
The livestock develo i i
pment is an important cate
gory NABFINS need t i
o look into.

More number of pe
s ! :
people asked loan for various activities like cow rearin
g goat rearing etc

4.30: Loan required for lives
tock development in V
eernamala watershed

Table
e Activities Number of
B Requirements Amount in Rs. = Expected
equirement i
1 | Cow in Rs.
—c 30 20,75,000 14.75,000
oat Aok
Sh AR
4 B 1 = > E)
| 4 | ullock 1 75,000 50.000
T -
atal 57 35,50,000 21,40,000

Source: Compiled from Primary Data

The Table 4.30 shows the details of credit requirement of the individ
livestock development. Many of them are having cows and goats with th ki, i
em. There is a milk

collection centre run by Thirumala milk, which provides them fast k
er market, but the price

they are getting for the milk is comparatively low. The mi
. The milk cooperatives i i
in the region are

doing a great job in collecting milk and providing a fair amount to the f:
e farmers.

oan required for livestock development in Vee 1
AZL In Veernamala

Figure 4.10: percentage of 1
2%

19% |
u Cow

® Sheep
® Bullock

\
|
® Goat {
|
|
l
?
|

Source: cOmpiled‘ffom‘P{i}néfyBata'““' 3
ure 4.10 shows that the ind
ans for the purchase of cow. The MACS is actu ally

This fig ividuals have high demand for milch animal. The

MACS also pr
providing cattl

providing cattle

ovides most number of lo

¢ instead of loan as cash, to avoid the diversion of funds. Th MACS
nds. The is

insurance along with the cattle. Thus, many of the farme havi 1
rs are having cattle

e insurance in the region

ery few are demanding cattl
A 53

insurance and v



4.5.7 Land development requirements

The lande development requirement of the people deals with the requirement fi
ent for

expansion of land as well as land leveling

Table 4.31: Loan required for land development in Veernamala watershed
e

Sl . s 2ee Number of i
Activities ro Amount in
No. requirements Rs. requi];:'}eill:c:::u'i R
in Rs.
1 | Land Leveling 4 2,75,000 2,00,000 s
2 | Lease Land 1 50,000 50,000
Total 5 3 ,25,000 2:509000 '

Source: Compiled from Primary Data
This Table 4.31 shows the details regarding the credit requirement for their land

development activities. Most demanded loan in this category is for land levelling. This will
e . . This wi
increase the water availability in the agricultural land which results in agriculture i
expansion
and enhancement of their cash flows. Here some of the landless farmers hav 1p fi
e plans for

taking land on lease for agricultural purpose. The lease amount is charged based on th
. o the
water availability in the land.

4.5.8 Self-employment & Micro enterprise development

This category deals with the requirement of the people who are engaged small scal

. scale
business like petty shop and also the requirements of self employed people
Table 4.32: Loan required for Self-employment & Micro enterprise development in

rshed

Veernamala wate
Activities Number of Amount in E
Sl No. ¢ Requirements Rs. req“ir:;ectec.l
I ent in Rs.
1 | petty Shop 5 2,75,000 2,10,000
5 | Tailoring 2 1,00,000 60,000
/ b
3 | studio 1 2,00,000 2,00,000
‘ 9 9
4 | Stationary 1 50,000 50,000
— 3 4,75,00
5 Store . ,79,000 3,75,000
— ‘

54



6 Hotel
ote 2 1,00,000 80,000
7 Mill ’
i 1 25,000 25,000
8 Autorishaw 2 2,00,000 2,00,00
,00, ,00,000
9 Agri-Machinery 1 1,00,000 1.00.00
,00, ,00,000
10 _SEL 4 6,00,000 2,00,000
Total 22
21,25,000 13,00,000

R VYT E
Source: Compiled from Primary Data

From Table 4.32 it is clear that the individuals have more demand f 1f

- ' , or self-

employment & micro enterprise development. This category of credit will be safer as thi

r as this

ensures regular return and the further credit requirement will also be generated as th
s . as they got
initial financial support. The people here engage in diversified livelihood activities, thi
_ : ies, this
provides more opportunity for the expansion, since there are few competit Th

itors. The

requirement under this category is high and they are willing to take any amount £1
ount of loan.

Most of them already availe
t is more than the MACS capacity to lend. This provides a huge opportu ity t
nity to

d MACS loan and all of them repaid the loan. But the

requiremen

NABFINS

Percentage of loan required for Self-employment & Micro enter i
prise

Figure 4.12:
mala watershed

.development in Veerna
1

= Petty Shop t
5% m Tailoring ‘ i
= Studio |
m Stationary }
H Store ‘

2% m Hotel
= Mill |
= Autorishaw l
1% 5% m Agri-Machinery |
® Service

IS'OilI'CCI Complled from Primary Data
resembles the actual requi
ority of them demanded credit for having a store, petty shop, service

This figure rement of the individuals while the survey was

conducted. The maj

otc. After the qurvey we came to know that the villagers are very much interested in

involving self-employment activities.
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4.5.9 Agriculture loan requirement

This cat i .
ategory includes all the reqirements made by the people fi
or the purpose of

agriculture activities as well as agriculture expansion

Table 4.3
3: Agnculture loan requirement of households in Veernamal
mala watershed

SL
N:) Activities Number of
. Requirements Amount in Rs. Req Expected
1 | Groundnut uirement in Rs.
4 2,00,000 50,00
2 Vegetables 1 50,000 2OV 0
i 30,000
3 Seed ’
! 50,000 20,000
4 Sericultur >
© 2 1,50,000 1,30,000
5 | Fish Farming 1 50.000 >
’ 50,000
Tot
 Total 8 5,00,000
Source: Compiled from Primary Data 4,10,000

The Table 4.33 shows that the individuals having more credit d
emand for groundnut

cultivation. The farmers are having more trust on Groundnut which id
provides them a stead
y

income. The sericulture is really is cash cow for this watershed. The )
cople
riculture activities don’t need a loan for expanslonps P t:ho are already
ince they are havin
g

engaged in s€
money with them for expansion.
y the returns from sericulture.

Those who as
ked for sericulture are newcomers wh
0 are

motivated b

4.7.9 Consumption requirement
gory includes all the requirements made b ,
y the people for th
e purpose of

Source: Compiled fro
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This cate
consumption which doesn’t make any cash flows
Table 4.34 Consumption loan requirement of households in V
eernamala watersh
No. quirements Rs. Requirt;;:ctiq e
ent in
| 1 Housing 36 34.5 ’
I b 0,000 19’30’000
o | Education 4 3,00,000
I — ’ 2,00,000
Tota! * 37,50,000 2130000
m Primary Data




The Table 4.34 shows the credit requirement for consumption purpose of the
individuals. The housing loan is the highest demanded loan in this watershed. The Andra

Government constructed house for many poor people in the area. Many people in the
watershed are having houses which are constructed by the Government. Few of them were
destroyed m the winds and many of them required maintenance. Due to this reason people
are demanding more loans. The MACS is not providing credit to the consumption needs of

the people since it is not for any income generating purpose. Thus, there is huge demand for

the housing and education loans in this watershed.

4.6 Risk assessment
_ The risk assessment part includes the analysis on various aspects which are related to
the repayment of loans

4.8.1 Loan status of Mutually Aided Co-operative Soceities (MACS)

The MACS is one among the many source of credit available for the people. It is

essential for the NABFINS to study about their credit requirement history to plan the

products
Table 4.35: MACS loan status of Veernamala watershed
Loan Status y Frequency Percentage
No 0% 63 46.7
Repaid 57 22
Running 14 1037
A ! 75
Total 135 100.0
Source: Compiled from Primary Data

The Table 4.35 shows the status of the MACS loan. This is essential to the
NABFINS since MACS loan is the largest source of credit to the people. As of now there is
only one due to the history of MACS. This is due to the criminal activity committed by the
particular individual and the JLG members were not willing to take that responsibility,
which was written off later by the MACS. Except that incident the MACS is enjoying

almost 100 percent repayment. This shows the efficiency of MACS as well as the attitude of

people.
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Table 4.36: MACS loan history in Veernamala watershed

Loan Purpose Frequency Percentage

No Loan 63 46.7
Cow 24 17.8
Sheep 6 4.4
Agriculture 8 5.9
Bore well 2 1.5
Sericulture 2 1.5
Business 15 11.1
Consumption 7 52
Goat 7 5.2
Bullock 1 0.7

Total 135 100.0

Source: Compiled from Primary Data

The Table 4.36 shows the MACS loan given to the individuals for various

purposes. MACS loan was mainly disbursed for livestock development and self-

employment. Th

mostly for the income generation purpose which is safe and secure.

4.6.2 Loan requirement by age — group wise

invovlved by age factor of the borrower.

e MACS wants to make their assets secure so that they were giving loans

The age and loan requirement will helps the business to understand the risk

Table 4.37: Age and loan requirement of individuals in Veernamala watershed
Total Loan Required
No| 25,000 50,000 75,000 1,00,000 1,50,000 | 2,00,000 More| Total
Age | Loan - - - - - - than
Regq.. 50,000 75,000 |1,00,00| 1,50,000 | 2,00,000 | 3,00,000 3,00,000
20-29 1 0 5 1 1 1 1 11
30-39 1 1 19 3 11 2 4 0 41
2049 | 2 | o | 16 | 3 13 2 3 2 | B
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5059 | 0 2 1 > P 5 1 : ;
50-59 [« O Ll 3
160-69 adv L 0 10 ! 3 0 0 0 14
7079 | 0 0 1 0 ) s . 3 .
20-89 | O 0 0 0 1 - s = 1
Total | 4 3 62
e 5 5 i o

|
Source: Compiled from Primary Data

The Table 4.37 shows the credit requirement of the individuals at different age

category- Mainly the loan is demanded by middle aged people who are below 30-49 age
This is a positive factor as far as lending is concerned, because of the less possibility

group.
of illness and death. The individuals under this category are risk conscious and they
are

demanding loans worth Rs. 50,000, 75,000 and 1,00,000. The requirements above the age

of 60 are comparatively very less.

4.9 Comparitive analysis

The comparative analysis is for compairing the two watersheds which I have visited

y understanding of the watersheds

d Veernamala watershed

This will help in €as
Table 4.38: Comparison of Somara'ukunta an
Sl.
No
Basic classiﬁcation
1 | Land Holdings
7 | Population / Family
3 Elevation
4 | Area
5 Implementing Agency
6 Rainfall
7. wDC members
/ .
g | Project Completion
9 | Major Drainage
10 Sub- Basin
11 | Basin
L”L,///

Somarajukunta

Veernamala

Majority are small & e
et ot Hoy Majority are m_arginal
937 /270 6076 /1173
500 mt 650 mt
800 ha. 740 ha
FES MASS
550 mm 774 mm
192 11
July 2015 2015
KondalaVanka -
Papagni Palar river
Pennar Pennar

I e
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Groundnut, Redgram,
Castor, Horde Gram,

Paddy, Mulberry,

|

12 | Major Crops Jower, Coriander and Vegetable, Ragi,
Raggi Somalu
14 | SC/ST 2.96% 45%
15 Landless 0.01% 9.11%
16 | Habitation 4 18
17 | CBP Amount Received 7,17,382 3,38,900
18 | FIP Amount Received 88,08,594 50,67,838
LH & APEM Grant from
19 | NABARD 6.95 Lakhs, 13.75 Lakhs
20 | KCC/ Crop Loan Penetration 80 % 30 %
_ | SGB, SBI, Canara
21 | Major Banks APGB, SBI Bank, Vijaya Bank,
Karur Vysya Bank
22 | Source of Irrigation Borewell Borewell & Open
well
23 | No. Of SHG’s 28 69
|
Observations of the researcher
| Observallon? =~ —
24 | Cash Flows Good Poor
25 | Requirements Not Urgent Very Urgent
26 | MACS Status 3 NPA 1 NPA
Credit Requirement of
27 | Individuals (Expected 94,25,000 (57,85,000) 1,14,75,000
Requirement) (69,75,000)
28 | Credit Requirement of SHG 10,00,000 (10,00,000) | 21,15,000 (18,30,000)
// b 9
MACS, SHG, BCLoan, | \ 1\ o o
£ credit Crop Loan, Money » SHG, Money
29 | Source 0 lenders Lenders
30 | Water Resource Loan 100,000 (75,000) 12,25,000 (7,45,000)
irements Bo Open well, Bore well,
31 | Water Resource'Requlr re well Drip Ivigation
| 32 | Livestock Development 67,25,000 (41,00,000) | 35,50,000 (21.40,000)
L ) Cow, Goat, Piggery, Cow, Goat, Sheep
33 Livestock Requirement Sheep, Buffalo, Bullock Bullock
34 Land Development - 3,25,000(2,50,000)
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35 | Land Development Activity - Land leveliing Leas
9 €
1
36 Self Erqployment & Micro =
Enterprise Development 22,00,000 (15,30,000) | 21,25,000 (13,00,000)
Self Employment & Micro Petty Sh ilori P
X op, Tailoring, etty Shop, Tailori
37 l}Enterprlse Development Basket Making, Storge, Studio, Store, T&S&,gr’
urpose Tractor, Trade, Service Stationary, Service ’
. Hotel, Mill, Auto
38 | Agriculture Loan Requirement 300,000 (300,000) 5,00,000 (4,10,00
i > b 9 0)
. Groundnut,
39 | Agriculture Loan Purpose Groudnut, Fish Farming Vegetables, Seed,
Sericulture, Fish
- - Farming
40 | Consumption Requirement 100,000 (50,000) 37,50,000 (21,30,00
41 | Consumption Purpose Education Hou;ing Ed’ ’tl 4
_ , Edu
42 | No. of loan for expansion 47 o
i 66
43 | No. of loan for new activities 19
| 37
Up to 10,000 - 12 %
44 | MACS Loan Rate 10,000-20,000 — 15% 12 %
/ >25,000 — 18% o for all loan
Source: Compiled from Primary Data
This Table 4.36 gives a quick understanding on both the watersheds. Th
S. i
information about the watersheds collected from the primary source is sh "
is shown at
beginning of the table. The second part of the table shows the classifications based at the
as
observations. This w1ll help the NABFINS in quick understanding about b on my
ou
g easy decisions. | ofh the

watersheds and helps in makin

4.10 Conclusion

The data analysis of both the W
even thou

watersheds,
ainly because of the peoples attitude in the watershed. The

atersheds reveals that there is a lot of differences between

these two gh its structure physical work etc are almost similar The
difference 18 happening m

amala watershed having large population is demandlng more of consumption 1
oans

yveern

whereas the somarajukunta watershed with low population is demanding more loan for
jivelihood purposes

61



Chapter — 5

Summcny cy“ Findings, Suggestions
‘ Cmcf Conc[uszon

-



Chapter -5

SUMMARY OF FINDIN
- GS, SUGGEST AND
CONCLU,SION TONS

Part A — Somarajukunta Watershéd

5.1. Introduction

This chapter gives a bird eye view on the entire project. The summary of th
) . of the project, the

ﬁndmgs from the study. icy i icati
tud s and the pohcy nnphcatlon are inco i
rporated in this cha
- pter. The

findings of the study is prepared in such a
way that findings favorab
le to financin
gand

findings unfavorable to financing the Veern
amala and Somaraj
jukunta watershed

5.2 Summary of the study

This particular study is made for the NABFINS to identify the possibility i i

the people in watershed areas. The watersheds are largely constructed thy in lending to
ed with the fund

NABARD and Government Departments. These watersheds resulted in in ‘S o

creasing the

ground water level in the area. Thus the overall agri
griculture productivity i
ivity in the area is

increased because of the increased water availability. The NAB
- 1he FINS which i i
is a subsidiary

of NABARD wanted to take this opportunity to fund
for the agricultur
e development needs

of the people thereby increasing the business of the N
’ ABFINS and satisfyi
sfying the credit

needs of the people.

The watersheds are mainly
The watersheds are normally less populated and a lar
ge number of the .
people is coming

income category- Due to all the:
heds. The private money lenders who are prominent in th
nt in the

located on rem .
ote areas where the water availability is less

under low se factors the banks and financial instituti
ons are

completely avoiding the waters

s exploiting the poor peo
a reduced rate. All these are happening in the watershed
ed area

region i ple by charging higher interes
t rate and forci

their agri cing them to sell

mainly because of the inade

tutions.

targeting the livelihood enhancement of the people in watershed

ed as

culture products at
quate credit availability of Watershed committees and the lack
d the lac

of proper financial insti It is in this point the NABFIN
S were showing i
g interest to

come in watershed areas
well as a business opportunity for the company.



5.1 Findings

The major findings from this watershed is as follows;

5.1.1 Scope for financing

i

ii.

iii.

iv.

vii.

viii.

The entire sample population asked loan for income generating activities like
Agriculture, Sheep rearing, Dairy etc.

The increase in the water availability leads to the cultivation of more crops including
Paddy, which is widely used for own consumption

Majority of the families are coming under small and semi medium based on the
]and they holds, this indicates good cash flows, which will ensure repayment

Every family in the watershed is having a bank account. The Majority of them
maintains their account in Andhra PragathiGrameena Bank (APGB)

Almost 100 percent of the population repaid the loan which is taken from MACS
The Private money lenders in the region are charging high interest rate

All the respondents are willing to contribute against the total loan proposal

MACS is the only source of loan available to the people with normal interest rate.

But it carries more interest than what NABFINS offers

5.1.2 Issuesin financing

i
ii.

ii.

iv.

vi.

There is more credit available to the people in this watershed. The credit from
MACS, SHG, Crop Loan, BC Loan etc.

The possibility of diversion of funds is high since they have more credit availability.
The Women SHG are not so active in the region, most of the SHG becomes inactive
Most of the reSpondents who have takes a loan from the SHG, have not yet repaid

the loan. This is mainly because of the expectation that government will waive their

groups loan
Many of the farmers are struggling to find markets for their products, especially

dairy farmers. This will affect the cash flows of people

Most of the people are exaggerating their credit requiremerit
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5.2 Suggestions

1.

ii.

iii.

iv.

vi.

vil.

It will be di
— Wit:zz:t tf;: the NABFINS to start its operation in the Somarajukunt
. fluence among the ::Plport of MACS. Because MACS is having a go :
sishursement and recol:,e p efof the watershed, which is highly essential fof t;
\IACS for a perod of mir}t of loans. We recommend NABFINS to use the hel e
Seople. MACS frorad g"m 5 years in order to get a good influence amongptl(:f
< aterched. The support to NABFINS to start its operating i ¢

y even allowed to use the MACS building fi g. mA the
NABFINS g for the operations of
The. pO%%ibility of fund diversion is high in this 'e;;'ea, since there i
avallablhfy. To avoid this NABFINS have to appoint a person ;":: enough credit
as a monitor for the loan requirement. He should check the ithi the watershed
borrowers. usage of funds by the
’I.'he area of operation and scope of expansion is very limited i
since there are only 270 families in 4 habitations. Due to thi ed n S?nl.arajukunta
lend loans to the people outside watershed to get a good busi s reason it is better to
For those who asked loans forthe cattle rearing purpol:ess B
insurance also. If NABFINS able to collaborate with some ? are willing to take
will be useful for the farmers as well as the NABFINS Thmsll;r?nce company it
N. P. Kunta is the nearest insurance company. So NA;BFI:IS nited Insurance in
agreement with United Insurance company before going to Som ?hould make an
1t is better to give the cattle to the people who ask for cattle loanarraajt;i::;a -

an lending

in cash. This ‘will avoid the diversion of funds, and
> can assess the actual

requirement

It is better to lend
Don’t lend loans to any person in a famil SR
y which is alread . .
y haVIng a loan from
any

other sources. Supp
k the loan status for the entire fami
amily. If an .
y of them is havin
ga

those who are havin
g a clear track rec
ord of loan re
payment.

ose an individual from a family is applying for a loan, th
en we

have to chec
running loan, then it is better to avoid those loan requirement: |
s or else we have to

puta condi
Many individual asked loans for activities which are new to them. T
em. To avoid risk it is

petter to P!

tion. This will prevent the loan diversi
version to higher i
interest loans.

ovide some training facilities on those activities

64



If the person applying for a loan is more than 60 years of age, then it is better to find
» o

viii.
someone else in the family who are is wi
younger. This will reduce the ri
. e the risk and ensure
- Part B — Veernamala Watershed
5.3 Findings

The major findings from this watershed is as follows;

5.3.1 Scope for financing
{  The Requirements of the people are very urgent. So NABFINS can get
business in the initial year itself. g8 g9od

ii.  The entire population feels that their cash flows increased after the implementati
ntation

of watersheds.
iii.  Thereis 100 percent repayment among individuals as well as groups

The credit needs of the people are high.

iv.
v. Thelarge population in this area indicates good business to NABFINS
vi. The requirement and needs of the people are diverse |
vii. The credit available with the MACS for lending is very limited to cater the needs of
e needs o

the entire households.

5.3.2 Issues in financing

i.  Thereare families which still don’t have any account in banks.

ii. The watershed is located in a remote area which is difficult to access. There i
. There is no

road connectivity to many habitations in the watershed. Very limited tr rtati
. ansportation

facilities are available in this area.
jii. Most number of people are demanding consumption loans.
i The income level of the people is still belo
iv. w lies below the poverty line,even though
ershed enhances their income.

wat
v. KCCis ot known to many people and those who knows are having trouble with
the title deeds of land .
vi. The people are expecting 12 percent interest for credit since the MACS is lending at
the same rate.
vii. Group cohesiveness is very rare among the people.
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5.4 Suggestions

i.

ii.

ii.

iv.

vi.

The MACS is having 100 percent repayment on their lending’s mainly because of
the personal relationship or influence among the people. Thus, it is very much
essential for NABFINS to establish a personal relationship. Due to this we
recommend NABFINS to use MACS as a B&DC model.

The MACS is providing loans at a rate of 12 percent. Due to this people are
demanding loans with the same interest rate. So it is better to staft lending at a
reduced rate (12%-14%) initially in order to get the best response and NABFfNS

can increase the interest rate after 6 — 12 months,, This concession should not be

allowed to the housing requirements.

Even though Andra Pradesh government is supporting the people by the hoﬁse

construction programs and micro irrigation program. The people in the watershed

are demanding more loans for the same. This means that people will be taking loan

in the name of irrigation and using the amount for other purposes. Thus, there is a

good chance for diversion of funds. To prevent this thorough enquiry should be

done. It is better not 0 lend those who already availed grants from the government

under the same category.
Many JLG's and SHE EF00P° #2 having good potential to grow. If NABFINS

would encourage and fund them it will help in enhancing the livelihood of the

people. The Bhuvanagiri group in Podichenu habitation is a good SHG. The people

in those groups should be enc
Since there 15 70 banking facility in the nearby area, people are keeping their savings

ouraged to take the risk.

in their own home. Many people want a bank to come to keep their small savings
safe and secure. Thus, if NABFINS can provide this facility with the support of any

banks or financial institutions, it will benefit all the parties.

The income level of the people should be considered before lending loans. This is

because of the low income level of the people. Many are coming under the category

of marginal farmers. Thus, it is better not to lend an amount more than twice their

annual incomes:
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5.5 Conclusion
The watersheds in the country are essential for addressing the future adverse climatic

conditions. The Government, NGO’s, and many other organizations and departments are

keen in constructing watersheds. But there are no regulatory departments to monitor the

development and functioning of watersheds. Due to this many watersheds become
unsuccessful and people are not getting any benefit by those watersheds. Thus the
government should take steps to monitor the watersheds more than funding the watersheds.
Even though there are many funds avallable for the watershed construction, there is nothmg
available for the livelihood enhancement of the people in watershed. The livelihood
enhancement of the people in watershed area is essential for the overall development of the
watershed area. Thus it opens a huge opportunity to Micro Financing Institutes like

NABFINS to enter in watershed areas for small scale lending’s.

67



Bibliography




BIBLIOGRAPHY

Books

g g z b

India. IED Gatekeeper, London, pp. 27-85

harvesting and yural development in

S, 53p.

Helmunt K. Anbhei
cier 1998. Nonprofit Organisations: Theorv. M
ry, Management, Poli
, Policy.

Routledge, ppP- 216-234.

Rutherford, Stuart 2000, The Poor and their Money. Oxford Universi
ersity Press, New
) Delhi.

p.146

Journal
Anderson, E- w. 1974 Indicators of soil movement on range wat
e
i a2 rsheds, Journal of Range
Anderson, E- Ww., Franzen, p. L. and J. E. Melland, 1990. Regrazi
( ing to benefit wat
ershed-

wildlife-livest

ock, Rangelands, pp- 105-111.

yengar. 2001. In't ¥
In the Hands of the People. Gujarat I
nstitute of

Anily €. 8h

Development Research,

L.K. and Venkatramm,
Science,

J.V. 1989.
9. Watershed development: how to mak
ake invisible

Atheeq,
pp- 304-325

sible, Current

impacts vi

rowth potential of Rural Employment Progra
mmes-The Wat

ershed

p. 1996. G
t. Vol.15, No.2, pp. 427-458

Bhatnagal,
lof Rural Developmen

Approach, Journa
water for the Development of Agriculture i
re in India.

ole of Ground
iew, Vol. 22 pp. 197-207

68



Kerr and Pangre 2
gre. 2002 Impact Assessment Study of the Wat
atershed Develo
pment

Programme, a Com ium
,aCo pendium. The Energy and Resources Institute, 155
Khemani, C. L and B i ’ : Im
.C. L. alakrishn V i \\
shnan, K. V 1981. Financing of Weaker Secti
ions-Importance of

Consumption Credit. SBI Monthly Review Vol. XXI (8), p. 34
> . , p- 348.

purohit, M. C. i
1973. Small Artisans and Potential for Bank Fi :
(1), pp. 83-92 inancing. Prajnan, Vol. II

R
aut,1984. A Study on the Scope and Problems of Financing Tribal
Land Development Banks, Land Bank Journal, Vol. XXII (3) R
) . Lp: ST
01. Impact of Self Help Groups on the Economy of Marginal
ginalized Farmers of

Singh, D- K- 20
Kanpur Dehat

District of Uttar pradesh—A Case Study, Indian Journ I of
al of Agricultural

Economics. Vol. 56, No. 3, pp- 46-64.

K-M’
A S

Bendtsen, K.S. and Sthapit,
Third International Workshop on Watershed Develo
pment. 26 October

K. and Kadekodi,
nd political Weekly, June 26, 22p

G K. 1993 Watershed
Development:
- A Contrast wi
ith

Chopraa
RY. Economic a

NREP/J
Hazari, R- K 1976. Financing of Agriculture Devel
opment. RBI Bulletin, Vol XX

494-499. ' (7), pp.
Kulkaml’ . R. 1999 Low Credit Off-take in SSI Sector-Issues and S

pgulletin, VoI xXI(11) November 1999, PP- 17-30. Beecsiions HBS
N ABARD.2015. Overall development of watershed, Annual report. P.10

i ik 91156

v 1« of product Products m

NABFINS 2014 Detalls orp ’ anual report, Ban

, Bangalore, pp. 24-29

5. Loan to QHG groups in the state of Andhr
a Pradesh, Annual
t l‘eport’

69



Panka' Kum i
L ar and Ramesh Golait 2010. Bank Penetrati
on and SHG-Bank i
Llnkage

Programme: A Criti
ritique. Reserve Bank of India Annual Report 2010
, pp. 115-126

S. Galab 1
093. Rural Employment Programmes - Case fi
or Involving Vol
untary

O . . E . &P {. . ’,
2 pp' '24

Suresh M jcies i
ehta, 2000. SSI Policies in the Changing Economic Envi
vironment. IBA B i
ulletin,

Vol. XXII (2), pp- 13-27.

q gn 2 ’ . 8),p 5.

Yes I . The Hindu, V
eswant Sinha, 2001, Banks to take big Defaulters to Court. The Hind 4
. indu, Vol.124 (269), p 4
) .

Website

FES [Foundation of Ecological Safety]. 2016. Annual Report 2014-1
-15. [on-line] Avai
vailable:

http://fes.or y.in/ima es/annual-1€ ort-2014-15.pdf
G : o .pdf [23 April 2016
].

INS [NABARD Financial Services Limited]. 2016. NABFINS
: home pa i
ge[on-line].

Available: htt .//www.nabfins.Ore. [28 April 2016]

. Muhammad 2006. 1

Yunus
: ; http://WWW. . /
Available: http:// WA orameeninfo.org/index.php?option=
12176 [ 29 April 2016]. option=com_content&task

70



Appendix




APPENDIX

COLLEGE OF CO-OPERATION, BANKING AND MANAGEMENT KAU
9

VELLANIKKARA
INTERVIEW SCHEDULE - 1

For the individuals of watershed

1.

® N N Wn s W N

.

Name of the watershed:

State: District:

Name of the farmer:
Age:

Sex:

Education:

Name of the village:
Contact Number:

EconomiC Status

APL [ BPL ]

9. Annual income:
<p0K [120K-35K 135K -50K[] 50K-75K [175K-100K 1100K-150K ]

10. What are the sources of Income?

11. Monthly Expenses

— |
S1.No.

| —

SL.No

Category Source/Institute Earnings Saﬁsfacﬁon

|

|

/

Expense Purpose ,  Amount

/—
Recurring

Non-Recurring

|
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12. Number of family members
o Head of the family-
e Dependent-
e Non-dependent-

13. Do you have any insurance coverage?

e
S1.No. Type of I Insured
nsurer
f ; Premi ;
insuranc e
" e Period | Satisfied
VN

PR o

.

14. Do you have electricity connection?

5. ElectroniC appliances‘?

Particulars Yes No W
ish to have

N
SI. No.

| e
i T elevision

1.

|l o]
ii. Mobile phone

|

T [

RPN
Mixy / Grinder

iv.

— | washing machine
—o | Iron boX
= | Moty pump
|
ype of your house?

16, Whatisthe!

RCC ] Tiled
ke

[_] Thatched [ 1 Other

to get fund for modification or maintenance of your h
ur house?

17. would you li

Yes I::] NQ C]
eab

ank account?
ot having 2 bank account?

ii.
iil.
iv.
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v. How many members in your h

vi. Satisfied with the service from Bank?

19. Do you have a KCC?

i. If Yes, Which bank?

ii. Amount:

iil. Repayment status:
iv. If No, Reason
0. Did you find this watershed useful or not?
a. IfYes, What all are the benefits?
1. Employment opportunities -
ii. [rrigation -
i,  Water availability -
iv. Agriculture expansion -

V.

Yes |:|

uments do you have

ouse have bank account?

No [

21. Which of the following doc
e o | //
Documents

Yes

S]l.No.

|

i. Aadhar

|

ii. Election L.D-

|

iii. Ration card

/ . * s
iv. Driving license

[

s the time £3P ins

What i

pid yo
iy,  Loan Details
M

? Institution

No

il
u find any difficul

AR

Purpose

iil.

n
Log Int

or SOUrce amount

e L

| ey

anctioning loan?

ty in getting loan?

Security

Period

Actual
req.

Repay
ment

status

73
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If borrowed from bank:

i.
ii.
ii.
iv.

V.

If No, What are ther

Low rate of interest

Was offered/ arranged by the banks

It is easy

Trustworthy lender

If others, (please specify)
casons for not getting loan from bank?

23. Did you take loans under livelihood component of Watershed?
"""7’/’7/
Loan Interest
SL.No. Purpose | Security | Period Actual Repayment
amount rate requirement status
//____,//__—
[ SAsEA G
sz you find any difficulty 1 getting revolving fund?
75. Areyoud member of any of the Committee, Groups, Club etc. in the village?
SLNo. | Type of body Name of the body Period
| et
—
26. Areyou willing to form & £r0%P (JLG) to get loans?
217. Occupation:
Non- Agriculture
b. Agriculture
Total Land Holding: ~ Trrigated : Unirrigated:
ii. gourcesof [rrigation:
il Details of agriculture
Area under
//’ﬂ Total credit
: C

S1 Name of crop cultivation gsuaere required

NO- //
/
_ Kharlf /
/ﬂ/

Rabi

74
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iv.

V.

V1.

SI.No

|

-

Do you have ow

If leased land

[u—y
.

e o

Monthly

lease rent
Jease period

Nature of rent payment

[_] Quarterly [ IHalf Yearly ] Yearly [_]

n land or lease land

1. Own land :j Area (Ao
5 Lease land[___]Area Ry

Oral/Written Agreement

geasonally |:| Others...

Machines Us

|

Machine

i, Mark

Purpose

ed for agriculture?

Cost

Subsidy

Owned/Leased

Would you
like to buy

Yo PN

Cost

Source of fund

Own

Borrowed

e et

\/,_/

ot source for the a

75
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28. Future plan on income generation?

i, Whether you require fund for that purpose?

il.

29. Haveyou¢
If yes, what is the training is all about?

il.
iil.

iv.

29. Whether revolvin

30. Details of credit re

T

Sl.
No.

11.
I

Purpose

How long was the training?

Do you think that it is beneficial?

quirements

What is your estimated fund requirement?

Who conducted the training program

ver attended any training/skill development program?

g fund/bank loan/KCC loan etc. is not sufficient?

Total cost

involved

Farmers

equity

Loan
amount

required

Amount to be met
from subsidy availed
under any scheme (If

applicable)
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INTERVIEW SCHEDULE - 2

For the SHG’s of watershed

1. Name of watershed :

2. Name of the SHG:
Thaluk :
zation, which promoted the SHG:
institution [_] NGO [ ] Govt. Dept| | Cooperative Society R

3. Village:
4. Name of organi

Bank or Financial

Self |:l Any other....
5. Total Number of members:

6. Date of SHG formation?

7. Members details

— T
i 1 Ski i
Kis Name of Educationa kills Occupational | No of Economic
members Status available Status* children St
tus
AR v a
[ LR L
M [F [BPL [APL
N

g. Savings of each members:
duct the meeting?

9. How frequently you con
Daily [:l Weekly Thrice E:l Weekly Twice [ ] Weekly once[ | Monthly | |

Others.--
ol maintain any minutes or book of record?

10. DoY
i IfYes, Which all are the registers/books?
ii. who verify the accounts?
iil. Important registers being maintained?
iv. Wwhether quditing is done?
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11. What are the economi

¢ activities of SHG?

Sl.| Group /Common No of Average Average Remarks
No.
economic activity members investment annual
taken up taken up the profit
Activity
S TP L
] g Sl sl BN
il.
i Whatrate you are selling your products?
i Which all are the markets for selling of produce?
12s Annual return of SHG?
13. Does the group have bank account?
14. Source of Funds
J—
Purpose of
¢ Name of t.he revolving | Subsidy
Sl. Source 0 organization fun/Bank /Grant Loan (Interest Period
No funds or bank loan/Cash | amount amount |rate % 5
credit
i Savings [
ii. Revolving
i, [Fund-
. FBank Loan
G Total
| e
” What are the different loans availed by SHG
) Max and Min amount:

b) Security:

78




c) Loans details in SHG

SI. No Particulars

Numbers

No of members who have taken loan

il.

No of members who have taken loans more than once

iii. }\Tumber o)

f non SHG persons who received loans

d) Loan Utilization and repayment

SI. No. Loan category Amount

No of
members

Repayment
status

Rate of
Interest

Domestic)

mergencies

Brorschg L, v
Farm sector

Agriculture

i SR
Animal Husbandry

| M s s
16. Number of defau

17. What is the Cash
18. Average credit need for a month?

19. Did you ever cond

lters and measures of recovery?

Credit Limit (CCL) to SHG?

program and its usefulness

ucted or attended any training programs?

£ Yess Specify the

— |

SL Name of

Duration dates No of SHG

No.
members attended

Sponsored/conducted by

Trainings

21. Aré the group members a
. o the future plans of SHG?

57, What all &

»3. DO members save in cash Of non-cash form
nt of fund

24, Any Feauirem
g 79

what are the savings in lieu of cash?

1so making extra saving (Seasonality of income)




INTERVIEW.SCHEDULE - 3

‘or the implementing agency of watershed

Name of the watershed:

p—
.

Total area of the watershed:

Name of the implementing agency?
Number of villages:

Area under irrigation:

Area under unirrigate

Forest area:

Treated area:

Name of the WwDC?

10. Date of Formation

bl Registered as -
e of the Committee?

Registration Date

Registration No.

12 Structur

Contact No.

mm Position Responsibilities

y members in this committee?

Female [ ]

pulation in the watershed?

13. How manl

Male

14.T otal pO
books maintained?

15. What ar¢ the
Names of the books /ledgers

Yes

No

gINo | no———
3 Admission book

1.

_— [ Minutes book

il.

MU
/111// Attendance register
! e —

iv. Rl
/v/ General ledger
. /
vi/ gavings ledger
h s 7y
vf/ L oan ledger
. /

R 80




viil. Bank pass book
ix. Individual pass book
X. Receipt vouchers
X1. Stock book
Xil. Any other (specify)
| aie=

a) Who maintains the book?

b) How frequently auditing is done?
Monthly|:| Quarterly [ ] Half yearly [ Annually (s

c) Who is auditing the books of account?

16. Fi

PESUREE

Sl.
No.

B
Total Number of members/families in this watershed:

18.

19. How

20.

21 What is the agriculture inpu

sl.No-
R

A

Funding
agencies

AN 0

nancial details of watershed

Intermediaries/
Implementing
agency

Grant Amount
/Loan | sanctioned

Amount
received

Per cent of
completion

| Sl B

e

resident of the committee:

frequently you conduct the meeting?
Daily [__] Weekly Twice[ ] Weekly Once ] Monthly [ ] Others...

Common place for meeting?

ts commonly needed among members?

Inputs

Cost

Supplier
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22. Details of economic activities in the watershed?

Quantity/Num Per cent of

Occupation Products/Services :
ber/Unit population
Pulse
Cereals
Agriculture
Vegetables
Fruits

/ -
Dairy

Sheep and goat

Allied activities Poultry

Fisheries

Plantation and horticulture

,// . .
Dal/flour/Oil mills

Artisans

Handlooms

Housing

_ Agriculture = EOE
Non- A& Processing activities

Pottery

Carpentry

Tailoring and garments

// Small shops

Self Petty trading
t/Service
E';‘tl;lroymen Saloons
se
Autos, etc

rea under cultivation?

23, Total @
24. Number of farmers?
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25. Number of Small and Marginal farmers?

26. Number of farmers covered under crop loan?

27. Major Crops grown?

28. Did the farmers go for second cropping?

29. Cropping pattern?
30. No of SHG;s in the watershed?

31. Bank account of the committee?

32. How far is bank from committee office?

33. Which all are
34. Loan availed under revolving fund

the banks and financial institutions nearby?

Sl.
Loan categor
No. oa gory Purpose No of Repayment Rate of
] members | status
Consumption loans Interest
1 Consumption (Domestic)
i | st R

%) ﬁEmergencies

Emegel Ml
[T Fauhiscaion

3 |Agriculture

4 |Animal husbandry

e e
D Non-Farm sector

generation activity

5 FIncome

6 |Asset purchasing

—| .
gervice sector
R 1) Total
/‘/—
i What are the parameters used to assess the actual requirements?
i RO what purpose loans are most commonly disbursed?
iii. Number of defaulters?
iy, Whatiate the procedures for recovering loan amount?

35. What all are the hi ghly demanded loans?
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36. Do you have any financial support from other trusts/MNC as part of their CSR activity?
o Ifyes, specify the name:
e Amount received:
e Purpose for which it is given or utilized

37. Water requirements at different periods?

Average water | Agriculture activities during

Period Average rain
requirement the period

38. What all are the services provided by the committee to its members?
39. Is there is any scope for JLG model of lending for purchasing farm equipment, tractor

etc. ?

40. If NABFINS come here, how can you help us?

e 2
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