VL
WOMEN’S GROUPS: THEIR ROLE, DEVELOPMENT AND
FUNCTIONING IN CREDIT AND SAVINGS

The potential of group-based lending and saving activities for
rural women is receiving increasing recognition, Many of the more
successful credit programmes now use this approach. Essentially the
group forms the lowest level in the organizational framework for
credit delivery and savings mobilization. The way the group is for-
med, its subsequent development and its specific functions vary
from one programme to another.

6.1 The Multiple Roles of the Group
6.1.1 Role Performed for the Administrative Agency

For the administrative agency the group extends outreach at
the village level, assuming several functions which are very difficult
and costly for the agency itself. These can include:

— facilitation of the delivery of information and promotion of
available financial services;

— assistance in decision-making on the design of the credit
operation, through members” own knowledge of what is sui-
table to their needs and can be expected to operate well in
the local context;

— screening and pre-selection of potential borrowers on the ba-
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sis of personal knowledge of their creditworthiness and th-
rough their very acceptance by group members;

— designation of lead borrowers, based on members’ knowled-
ge of who is most innovative among them and most likely to

HIIL'L'L‘L'(ll

— review and pre-assessment of the financial and technical fea-
sibility of members” propgsals through discussion of the pro-
posals in group meetings;

~ provision of group collateral or guarantee for member-bor-
rowers:

— mobilization of peer support and pressure for saving, bor-
rowing and repayment by members:

— supervision ot appropriate loan utilization;

— supervision of and collection of loan repayments and group
savings, sometimes transmitting them to the next level; and

— promotion of the programme to help to set up new groups
themselves, to encourage additional groups to establish
themselves.

6.1.2 Role Performed for the Growp Members

For women group members, the group usually performs the
following functions:

— providing a censtant source of encouragement and confiden-
ce to assist them in going against social norms or family pres-

sures or community power structures;
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— providing an alternative to fixed assets as collateral;
- strengthening their skills in decision-making and leadership;

- motivating them and providing the necessary discipline to sa-
ve or take and repay loans;

—developing a structure for group action, such as bulk or
wholesale purchase of raw materials of agricultural inputs or
collective marketing of produce;

— creating a basis for group borrowing for more major invest-
ments when desired;

— providing a basis and location for social interaction with
their peers; and

— facilitating access to training programmes, social services,
and general information flow from the government or priva-
te sector (such as commercial agents).

6.2 Joint-and-several Liability for Loasns

Many innovative lending operations for women are based on
both group and individual liability for loans. This allows group
members to jointly agree upon solutions to default problems which
does not involve the upper levels of the credit operation, thereby
sharing in the tasks of management and lowering transaction costs
for the institution.

How rigidly group or joint liability is enforced will vary from
one lending operation to another. In some instances all group mem-
bers are cut off from further loans if one member defaults, in others
this does not oceur. It was found in Sierra Leone that if group liabi-
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lity is strictly enforced, the repayment record is better (Box 22).

The Grameen Bank strictly enforces joint liability. The loan eli-
gibility of any member in a group is made subject to the loan utiliza-
tion and repayment records of the others. After the first member of
a group receives a loan, the granting of subsequent loan requests de-
pends on the existing borrowers meeting their loan repayment obli-
gations. If any memoer defaults, all members of a group become
incligible for new loans. It is therefore the group which deals with
the defaulting member. If a woman is completely unable to meet a
loan payment, the group usually contributes the funds to pay the
member’s installmen: and later privately resolves the matter at the
group level. In doing so, it may attach an interest penalty for the re-
payment, or waive the amount, according to the situation involved.

BLX 22
SIERRA LEONE. ’r;rr!!-dlﬂ.-" Several Laabiliey on Practice

In Sierra Leone, women have considerable independence: although customs vary in diffe-
rent areas, generally women have access to land and undertake independent economic acn-
vities. Howey er, tewer '[}]Jh SCVEN percent f women are }n.'h{‘\'ul 18] }ul\'{.‘ T(.‘L'(‘i\'t‘tl access o
credic. The Integrated Arca Development Projects (TADPs) in Sierra Leone cover about
85% of the country and several provide erpdit and input supplies to farmers through their
commercial Services Departments, Only the TADPs in Magbosi, assisted by IFAD, have a

sped i|||. women's Programine compx wnent.

In the IFAD-assisted North West IADP, groups were financed on a joint-and several liabi-
lity basis and receved eredit when judged w be cohesive and atrer loan procedures and
obligations had been carefally explained. Ih Magbosi defaulting members were weeded ot
from groups while the rest continued to reteive credit. In the North West the whole group
was automatically disquabified from borrewing when one member defaulted. Thus, local
peer pressure was llltlilg!'ﬂ to bear on L;l'f.l.llhn s 1O repay loans. Recovery rates were
between 99 and 100 percent, while recovery performance under some of the other IADPs
has been as low as 50 percem, While strict|entorcement of joint liability is probably not the
only responsible tactor it s no doubr a majir one”’

D EAO, Analysis of Credie Schemes Benefieing Rural Women i Selected African Countries, Ro
me, FAC), 1988
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Joint and several liability can also be applied at upper levels:
Grameen Bank Centres, which consist of five to ten groups, operate
on similar principles. Where repayments are in arrears, centres do
not qualify for joint venture loans. The group, or the centre finds a
jointly agreed upon solution which does not involve the upper levels
of the Bank structure, and thereby shares in the tasks of manage-
ment, while lowering transaction costs for the Bank,

6.3 Group Formation

The setting up of credit groups and identification of group
members exhibit varying degrees of emphasis on two basic approa-
ches: voluntary association of potential members, or, external desi-
gnation. In the latter case the designation is usually done by field
staff of the technical ministry involved, by an NGO or sometimes by
village leaders, possibly in combination with government officials.
Sometimes the group leader is externally designated and selects her
own group.

Spontancous group formation is most common when the
aroup has been set up for the purpose of saving, or for saving and
lending, but with no external inputs of funds. Membership is then
determined on the basis of existing social and tamily ties.

For credit groups, the Grameen Bank of Bangladesh is one of
the comparatively few credit oriented programmes, which emphasi-
ses member initiative in group formation. The process is initiated by
village level meetings, followed by household visits to inform people
about the Grameen Bank and thereby stimulate interest in it (see
Box 23).

When the external designation procedure is used for identifi-
cation of group members, the field worker, cooperating NGO or so-
metimes, local leaders, are expected to designate members on the
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BOIX 23
BANGLADES S The Growp Fotation Process i the Grapmeen Bank:

Atter completion of the soco-economic suvey on a locality, the Bank Manager addresses a

general meeting of the villige He mtrodudes the Grameen Bank and explains its purpose

and rules

Following the general mecting, the Bank Mynager and Bank Assistant tour the arcea villages
and ralk about the Crameen Bank. explain how it works in mare detail, intorm abour the
criterta of |1:L'r11!1crn]:|p and ask interested Villagers to form gronps of five people, men or
women LI’-""UF‘ |]!L‘|]'|II".'!‘~ are o |1.|.\'L' .\1]."|]“' |‘.H k_t:l'i‘ll“k].‘ .|||l[ o Trust one »‘”“1}1"1 ( h]l\

One person 1s .il[l‘\\ L'Li [roum gag h :"‘.l\llht'h\‘]{l

Once groups have tormed through voluntary organisation, the Bank Assistant checks the
cligthility of group members, through visitife all households in the village to obrain data on

meomes, assers and so on

\” prospoctive l“l\][u‘.\':':\ must Ai{IL‘l'hJ an intensive one week orientation course of two
hours cach day. At this time the Bank Assistant instructs thern on the rules and regulations
ol the Grrameen Bank and explains the rights and dutes of the members, All members have
Ty sy final test on this which concludes the orentation course. At this point they are of
tictally group members,

Prior 1o being eligible for loans, all members must demonstrate their sincerity and solida
ity by attending the meenngs called by the Grameen Bank over the next three weeks. Du
ring this period the Bank Assistant continues discussion of Grameen Bank rules and an
swers gquestions 1o make sure that every mumber understands the benefits and responsibili

s

Lach proup elects o charperson and a secretary. A number of groups m a locality, usually
around tive or six. and ne more than ten join 10 form a centre. The chairpersons of the
LIPS clect a centre chiet and a dcpm'. chiet. The chiet conducts the '.\'cci\l_\ meetings ol
the centre at whick the Bunk Assistant col vets repavment imstalments and discusses loan

e I]hh;il\ with the membess

6.4 Linkage to Lxisting Groupy

Whereas village-level groups with rural women members are
traditional to certain societies and countries like Kenya, in others
they have been nurtured by religious leaders, trade unions, interna-
tional NGOs, or dedicated men and women from the educated
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middle classes. Under the Farmers” Groups and Commmunity Support
Project in Kenya, financed by the Belgian Survival Fund, traditional
village groups are identified for a variety of services including pro-
duction loans. Practically all of these groups are women'’s groups,
although men sometimes belong.

Clearly the financing institution needs to carefully consider the
type of group with which it is interested in establishing a link and
extending lines of credit, including how the group has come into
existence, its objectives, its membership, its cohesiveness, political
associations, and the success it has achieved in mobilizing the wo-
men'’s own savings. The period over which the group has existed
and the gradual build-up of self-reliance among the members ob-
viously plays a crucial role in ensuring sustainability and effective
utilisation of the credit provided.

As a vehicle for loan receipt the traditional savings and credit
clubs (see section 2.2.4, 2.1.1) have several advantages. In the first
place they already have a capital base and members have already
established their creditworthiness and trustworthiness in one
another’s eyes. However, formalising existing arrangements must be
done with caution to safe-guard mutual trust and the spirit of self-
help which constitute the most essential element in the operation of
many of the informal groupings.

Additional inputs of money by commercial banking institu-
tions, governments and others, would first need to ensure that the
groups are sulficiently cohesive and interested. Abrupt action by
outsiders may engender a breakdown of the close confidence among
the members, implicit in their currently depositing money without
any written contract.

There are positive examples, particularly, in Asia, of commer-
cial banks having links with Rotating Savings and Credit Associa-
tions and channelling funds to rural areas through indigenous sa-
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vings and credit networks. Some 49 percent of the funds of such
informal groups in Thailand, for example reportedly come from
commercial banks and finance campanies.

6.5 Group Development

The actual development of a viable and cohesive new group
takes time. Many programmes allow somewhere in the neigh-
bourhood of one to three months and sometimes as long as six
months, prior to expecting the group to function in a credit capa-
city. Even existing groups may require a lead period for develop-
ment and strengthening. To quote from the IFAD report on the in-
volvement of women in - the Intibuca — La Paz Rural Development
Prosect (February 1986),

...because of the limitations and weaknesses of women's orga-
nizations in the project area and because credit, in order to
succeed in its social impact, requires that women's groups have
sutficient cohesion and solidarity among their members, we
suggest that betore the latter have access to credit they should
undergo a process of consolidation and strengthening. This
should be achieved not only through training and acquiring an
understanding of the value of integration, but also by gaining
experience of running small-scale enterprises (particularly agri-
cultural ones) without the risks involved of taking out a formal
bank loan.

[n the Grameer Bank, the process of group formation itself is
seen as a significant contribution to the strength of the Grameen
Bank. In Bangladesh, it usually takes quite a bit of time for members
to identify each other before they are ready to announce that they
would like to form a group. Some initially interested also drop out,
because of fear instilled in them by relatives and neighbours. Before
they begin any formal negotiation with the Bank as a group, the
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members have already undergone a process of selection and have
developed mutual understanding.

This preparatory period may include group meetings, group-
based small savings activities and selection of leaders, as is occurring
in IFAD financed projects in Honduras, Nepal and elsewhere. It
may also involve an intensive orientation period. In the case of the
Grameen Bank the required time for group formation is only one
month but involves obligatory training for one week and an additio-
nal series of obligatory meetings for three wecks, during which Bank
staff make sure that potential borrowers fully understand the opera-
tions of the Grameen Bank and their rights and duties.

[f groups are to perform an effective role in credit delivery, so-
me prior experience in group management of funds will be useful.
For this reason some programmes require that the preparation pe-
riod be utilized for mobilization of small savings, sometimes using
this as a criterion for credit eligibility. Under other programmes, su-
ch as the IFAD-financed Tawmil Nadu Women's Development Project
in India, the groups are expected to set up a group-based loan fund,
through which members can learn lending and repayment on a
small scale, as discussed under savings-credit linkages in Chapter 5.

Initially most groups are set up on an informal basis. At times,
attention is given to networking between groups and the gradual de-
velopment of hierchical structures at the upper levels. Such
networking of women aids in the exchange of information, as well as
facilitating access to services. It also b:oadens and strengthens the
power bdse of the women and develops their confidence and status.

Over time groups may also increase their formality, resulting in
registration as a society or cooperative. Preparation for this longer
term objective can be built in at the beginning in deciding on group
size and other factors, as is being done in Tamil Nadu (see 6.6.1, be-
low).
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6.6 Group Cobesiveness

Group cohesiveness is essential to group viability and effective
functioning. Among the key factors that have been found to affect
group cohesiveness are: (i) member initiated group formation (as di-
scussed above): (i) small size; (iil) homogeneity of membership; (iv)
shared non-banking interests; and (v) frequent contact.

6.6.1 Gmn[r Size

The field experience argues for small size groups to generate
cohesion. Small group size is also more likely to preclude group lea-
ders from using the group as a personal power base.

Most credit programmes targetting women have adopted a
group size of around five to fifteen members, although there is a
broader range. The Grameen Bank stipulates a membership of only
five persons; the IFAD-financed Swall Farmer Development Project
in Nepal has tound groups of eight-ten members work best. Under
another IFAD-financed activity in Honduras, the Rural Develop-
ment of Santa Barbara, the average size of women's groups is 16.
Larger groups may sometimes be advocated from the longer term
perspective of eventual registration as cooperatives or societies. This
was the reason for advocating somewhat larger groups under the
[FAD recently financed Tamil Nadu Women's Development Project.
The Societies” Registration Act requires a minimum size of seven
members, but the Cooperatives” Act requires a minimum size of
twenty-five.

Several factors need to be taken into account in establishing
the optimum size of a group in a given situation. Many IFAD-assi-
sted operations, have initially ¢xperimented with different sized
groups until they found which worked best for them. In the Gra-
meen Bank case a group size of ten was initially tried but was found
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to be too large for meetings. Sufficient cohesiveness did not develop
and five members were eventually decided on as the optimum size.
In the early stage of group formation under the Swzall Farmer Deve-
lopment Project of Nepal, group size was often large, with several
groups having a membership ranging between 15 and 25. The larger
groups have often had problems of internal dissension and a clash
of interests. The group organizers found smaller sized groups, of
around eight to ten families represented easier to work with,

6.6.2 Homogenerty

Homogeneity is also important for cohesiveness. Homogeneity
with regard to groups means that members have a similar social and
cultural background and are in similar economic circumstances.
Obviously, this is simpler to assume in homogeneous rural villages
than in those divided into rival factions or with greater social and
cultural diversity, as in many Nepalese villages and the socially di-
verse villages served by Project Tkhtiar in Malaysia.

[t is important to stress that group homogeneity refers to intra-
group homogeneity and not inter-group homogeneity. Some rural
credit programmes seem to have emphasized homogeneity also
between groups with the exclusion of minorities or poorer women.
In extreme cases of cultural, religious or other differences, more
than one field worker may need to serve each village to ensure that
all the different sub-groups can be reached. Several ditferent groups
may also need to be established in one village to ensure that poorer
women or minorities have access to membership and, theretfore, to
associated benefits of credit and savings.
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perform. However, in cases where they have numerous duties, they
may receive some additional benefits, for instance, greater access to
loan funds, or there may be choices of moving up to a paid staff po-
sition, as in the case of the Working Women's Forum of India.

6.8 Mixed Versus Women's Groups

Finally, there is the question of mixed versus women-only
groups and how this will affect the success of operations. This is a
more difficult question at the theoretical than at the field level.

In the first place, women themselves, if allowed a role in deci-
sion-making at an early enough stage, will be able to decide which
will work best for them. Wherg the programme groups build on al
ready existing groups, such as the rotating savings groups, there is
no issue. Also, whether women only or mixed groups will be formed
will depend on whether female extension agents, or animators arc
involved and whether the activities for which credit will be provided
by the operation will be of int¢rest to women only, or to both men
and women,

Much of the field experience to date indicates that women ot-
ten prefer to form their own groups tor obtaining credit, separate
and distinet from those of men. Separate women’s groups are pre-
ferred for cultural reasons, since the women feel more comtortable
among themselves.

[n this regard the situation in the Caribbean Region and parts
of South East Asia is somewhat different from the situation in other
regions, as women in these two regions are used to working along
with men and are more prepared to join and function in mixed or
ganizations. This is also the case in some, but not all, Latin Ameri
can countries, Obviously, the decision to form separate or mixed
sroups depends upon women's confidence in themselves and in the
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men who would join and the women's ability to enforce their rights
to claim equal benefits along with men, even when operating within
mixed organizations.

Practice can be surprising. In Honduras, under an IFAD financed
activity, men and particularly vouth began to join women’s groups.
This has also occurred elsewhere, as men have realized the econo-
mic potential of women’s income generating activities, as has occur-
red with rabbit breeding in several countries, or with bee-keeping.
Being new, these activities were not as strictly sex-classified as crop
production or traditional livestock management.

Also, mixed groups can be formed even in situations where
there are considerable social constraints. The Agha Khan Rural Sup-
port programme in the north of Pakistan initially focussed on set-
ting up separate men’s and women's groups. However, project admi-
nistration came to the conclusion that production and action were
family-based and women did not operate well in separate groups.
The emphasis is now on mixed groups. Many women, in fact, have
chosen to join with men. Others have chosen to stay in women-only
groups, perhaps so that they would be freer to speak. In mixed
groups it is important to safeguard women'’s active participation and
leadership along with men.

6.9 Group Functions

The ditferent functions that groups will be expected to
perform varies with overall programme strategy. The grassroots ap-
proach, described in Chapter 5, emphasizes the development of self-
reliance, with the group becoming increasingly self-sufficient. For
this reason the group performs an active role in the implementation
of financial services, rather than acting as a passive receiving mecha-
nism for loan funds. It is assigned maximum decision-making re-
sponsibility, sometimes including matters like group size (usually
within a range), specific roles to be performed, frequency of mee-
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tings, setting up and cperation of group funds, access of outsiders to
loans, procedures for collection of loan payments, and procedures
for dealing with defaulters.

BOIX 25

BANGLADESH. Duties of the Grgup Charrperson of the Grameen Bank
Under the Grameen Bank, the duties and responsibilities of the Group Chairperson or lea-
der, include a number of tasks New duties are added as the bank enlarges its sphere of ac
uvities

~ Arrival on ume tosether with other members of the group at the weekly centre mectings.

— Mamtenance of discipline and proper behaviour of the group members during the mee-
[In*‘.

— Collection of the group's pass books. giving them to the centre chief, returning them to
I"IIL'HIE‘L'TH.

— Request of loans on behalt of group members

— Supervision of members' use of their loars, with supervision visits conducted at least on
ceaw ("'l‘(

— Signing off on the appropriate form, one week atter the member receives the loan, on the
basis of checking that loan utilization is ag agreed. This form is given to the eentre chict.

— Collecting contributions and maintaining the Crroup Fund account
— Supervision of members” adherence 1o the Sixteen Decisions of membership

= ;\hhulniﬂlnn (414 lt_\'i‘iil’]\!]!l!lf\ tor l{ccplm.; the aecounts and the [riass hook of lhc(]rnnp
F'und
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Programmes usually provide some type of orientation or trai-
ning for group members and leaders to assist them in carrying out
these functions. Such training is discussed further in 6.10 below.

Under the IFAD-financed Tamzil Nadu Women's Development
Project in India, group members, with the assistance of field staff,
will play a key role in decision-making as well as implementation of
the programme’s activities. For instance, they will have a major role
in deciding how to set up and operate their Group Savings Fund,
which will primarily be used for small consumption, production and
emergency lending and kept at the village level. Assisted by an Ani-
mator and Supervisor they will decide on such matters as: the mini-
mum amount of monthly savings per person; the maximum amount
of loan per person for first and subsequent loans; the relation of
loans to savings; the maximum repayment period; the rate of intere-
st on loans; rate of interest on savings (which could be fixed after
the first six months of functioning and could be reviewed every year
based on the actual returns); the penalty rate of interest on default;
the fee for late remittance of savings; the role of the Group Leader;
the role of the assistant: the day, time and place of monthly mee-
tings; the eligibility criteria for sanction of loans from own funds;
eligibility criteria for recommending loan applications from group
members to banks; the allocation of own funds between production
and consumption loans; the penalty for non-maintenance of ac-
counts records and the fee for such maintenance.

6.10 Training and Education of Group Members and Leaders
Most credit programmes specifically targetting women include
training or education for group members and leaders. The education

or training usually covers one or more of the following content areas:

— Group operation and development (for newly formed grou-
ps).
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— Loan procedure and discipline, to assist women in under-
standing, applying for and using institutional credit for the
first time.

~ Simple accounting, including inventory control, and other
managerial or marketing skills needed by small entrepre-
neurs.

— Literacy and numeracy skills development.

— Maternal and child health, family planning, nutrition, hygie-
ne or other non-formal education, often in response to the
funders’ special concerns.

— Leadership training, which may include instruction on iden-
tification of income-generating activities, pre-appraisal of
loan projects or other aspects of project/programme activi-
ties, as needed by group leaders.

Credit operations vary in regard to the nature and extent of
training they provide, and the procedures used. Overall, there seems
to be general agreement on the need for basic instruction on loan
procedures and discipline, and teaching of simple accounting and
managerial skills to women. However, there is virtually no informa-
tion on the actual use of such new skills by trainees. The women's
organization, KaBaPa, in the Philippines did find that the women
who received training were better at loan repayment than those who
did not, presumably because of the greater success of the enterprise.
Some international NGOs are alsp active in developing procedures
for teaching basic accounting to the illiterate.

There is less agreement on the need for skill or literacy trai-
ning. Quite a few programmes in both Asia and Africa have encoun-
tered limited demand or such learning, probably because it was not
appropriately designed in terms of focus, methods and location.
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The Grameen Bank philosophy and approach does not stress
technical training. Grameen Bank management argues that the rural
poor, including the bulk of its membership — rural women, have tra-
ditional skills and technology which they can use and for which the
raw material and markets are available. Most women borrowers of
the Grameen Bank do indeed take loans for traditional activities su-
ch as paddy husking, cattle or goat raising and similar small scale ac-
tivities, for which they need no training, although the rates of return
on such activities may not be as high as those using new skills.

Contrary to this approach, there are other programmes which
make skills training their core activity, with loans available only for
training programme participants, or, more selectively, to those who
have demonstrated adequate learning under such programmes. Se-
veral NGOs, including the earlier mentioned Kenya Women’s Fund
Trust (KWFT see Box 26) fall into this category.

Some women's credit schemes have found that their initial trai-
ning activities for women were too theoretical and formal, and sub-
sequently revised them to emphasize practical learning on the job,
which is more suitable for training of women with little basic educa-
tion and can be applied to most types of learning. Role playing has
also been used effectively for instance by KaBaPa in the Philippines
and others. for learning about group lending and savings operations,
leadership and marketing. Where printed instructional materials are
available, group reading has circumvented the illiteracy problems of
some group members, and helped trainees to understand and apply
their learning through group discussion. Use of audio-visual tea-
ching aids such as charts, slides, and films, facilitate comprehension
and memorization of material by both the illiterate and the literate.

Finally, there is an indication that some credit schemes which
are attracting a number of external donors may be running the risk
of overexploiting credit as an entry point for other development ac-
tivities, overburdening the women’s credit programme participants






