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ANNEX No.1 

MICRO-FINANCE AND COLLECTIVE ACTION: A STUDY OF SHGs IN 
KERALA 

GROUP SCHEDULE SL. NOI 
~--~ 

L IDENTIFICATION 

a) Name of the Grama Panchayath: 
b) Ward number: 

I Name nf the sa"'l'le SHGI NHG: 
2 When was the group started (mention the month and 

year)" 
3 What factnes have made you to join as an SHG? 

~ If the group is an SHG. does this group have 
re(lislralinn in NHG? 

5 If yes. since when 
6 \\'hat are the reasons for h~ving registration in 

NHG' 

7 Q h be h' f h ues IOns---'pcr ammg () L C Illeln rs lip 0 t c_ group 
No. of members No. of mcmhcrs Reasons behind No of new Reasons behind 
at the time of left the their members joi ned joining this 
f()rmation rn )gr31lllllc di~continuali(m the programme programme 

( I ) (2) (3) (4) (5) 

II SELECTION OF BORROWERS .. 
X Have you receiseo guidelines from the promoting 

agcm:ic,'\ for group 'll'ti\ilies? Mention 

\I How often docs the group meet" I. Weekly 
2. Fortnightly 
3. Monthly 
4. Any other. specify 

10 What IS the total number of meetings held during the 
last one year (December 2()02 to November 2003)" 

I I Where dOloU normally conouctJ!.fOUj'. meeti'!lCs" 
12 Generally. how long docs it take for each meeti'!lC') 

13 Do you have any meetings other than the regular SHG I. Yes 
mccling~'! 2. No 

14 Jf ye"i, menlion those meetings'! 

15 H()w do y()U select y{)ur--.Rn)~ r~esentativcs'! 

16 What is the .saving amount contrihuted by each I. Rs. .per week 
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",,'mocr to the group'? 2. Rs ... per fortnight 
3. Rs ... per month 

17 Is the saving amount same for all the memhers') 
4, Rs ... any other 
I. Yes 
2. No 

18 Gi,e reasons for the above response. 

19. Menuon the group requirement for obtaining loans 
SI. Cntena Requirement 
No 
I Allemlance 

2 Sa\ Ing loan ratio 

3 Repayment of earlier loans 

-t Duration of memocrship 

5 Trust in ones ahility to repay 

(, An) other ,specify) 

20 (Juestions rclatin~ 10 loans borrowed from different sources 
Loan (all'f!0r~ Frequency Year Memhers Amount 

t I) (2) (3) befitted (Rs) 
(-t) 

(5) 

I SHG group Illan 

2 Grantl rc\oh iog fund 

3 Ban~ Illan 

-t Any llther through SHG 

( S p"co f y) 

21. Prl)\' e etal '" on the savings, ere It an rc ayment 0 l e sanw e or t east 3 years 

Year Sa,ing (Rs) Loan (Rs) Repayment (Rs) Overdue (Rs) 

r I ) (2) (1) (4 ) (5 ) 

oJ dl f h I SHG f h I 

2001 
2002 
2003 
Total (since 
inception) 

22 Have y()U given loan to all the group memhers') I. Yes 
2. No 

23 If no, state the reason. 
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2-l Docs the group make any difference between loans for I. Yes 
consumption purposl'S and productive purposes while 2. No lending? 

25 Give reasons for the above response. 

26 Whal is thl' I..'urrcnt interest raLe per annum for loans? 

27 Is il thl' .... dllll' fllT .111 th\. ... members? I. Yes 
2. No 

2K Give reasons. 

29 If you have receIVed revolving fund from the 
panchayath. how did you receive it"' Or mention the 
conditions that fJcilitatcd you to avail the same. 

:10 If you have received loans from NGO, mention the 
(ondititllh Ihat facilitated you 10 access that. 

31 If the gH'UP Ita.' recel'l,d Inan from hanb, how did you 
approach the hank" 

III. QUEST\( lNS PERTAINING TO MONITORING 

~2. Questions rclaling 10 the participation of group members in training programmesl awarene~s 
dasscs 

Tramin~ pro)!rammc Awan.:ncss classes 
Mentum the Numher of Agency Mention the Number of Agency 
pH)!;ramIllC mcmhcr.;; provided programme members provided 

participated participated 

II Docs this group monitor utilisation of I. Yes 

loan and generation of income? 2. No 

l4 If yC!\. what a'pt.'ch arc mnnitoH:u',' Response code 
I. To a large t:xlt,:ll( 

2. Partially 
.\. Not at all 
-l. Do not know 
5. No response 

I. Loan utilisation for the purpose 
mentioned in the application 
2. Ensuring that .skills arc obtained 
oy borrowers 
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3. Ensuring that raw materials are 
available 
4. Marketing of the produce 

5 . Any other, specify 

.15 Is there any monitoring hy promoting I. Yes 
agl~nC~(~ 2 . No 

.\6 If yes. specify" 

.17 Who panocip,nes in the group 
moniloring',' 

.~g E'plain the nWl'hanism, uscd in the 
monit{lnn~ (group ml·l'ting~. Iraining 
progranllllt.' ........ lc). 

IV Ql'ESTIONS PERTAINING TO REPA YMENT 

W What are Ihc procedures adopted in thc 1. Repayment schedule 
follOWing' 

, 
Repayment amount 

.1. Repayment period 

40. (JUt"lIon, pcnaooong to t h k C wor 1nJ! 0 f repa vrnent mec h amsms In a group. 
Inl:L'nli\c, Docs your If ycs, how il If no. why the grDUp does nol have 

group havc" works'! these') 
I. Yes 
2. No 

Denial of funlter loans 10 

dcfauhinJZ members 
Imposition of lines 

Succe"ful repayment of 
(otber) members 

Deharring defauhing 
members from the -.irou!> 
Social pressure 

Any other 

41 How often the above are applil'd" I. Rarely 
2. Occasionally 
3, Re~ularly 

U (ilve the reasons for ahuvc rCSp(Hl"'C, 
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A~!'IiEX !'IIO, 2 
Details relating to thl' wlllpo,ition of thl' SIH; and .,a\ inJ,!.\ ;11111 lTl'dit adhities of individual members Group sl. no ----] 

! SI. I Sail)( ~)f the ITlCmb<r I ·.\K< I Cil.\I«' Lt"rlof I Land o ... nfll! ~o. of 1.0Mn lI.te or Pu"""e or Amount \\'hen 10Hn V.le of Amount Halance 
I :.. I I AIon& willi the pooiliOlll eduClllion by the loa ... ca1eaory borrowing loon of loan was to be: actual repald so lif any In 

! o. I heidi I hou. .. hold oblalned lin R.I repaid repayment rar lin Rs,) R>.) 
I lin B{'N'~1 

I I I -
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ANNEX NO.3 

MICRO-FINANCE AND COLLECTIVE ACTION: A STUDY OF SHGs IN 
KERALA 

SI. 
No. 
( I I 

LIDENTIFlCATION 

I. Name of the respondent 

HOUSEHOLD SCHEDULE SLNO.LI ___ --' 

GROUPSLNO I 
L--_-.J 

a) Name of grama panchayath (GP): 

b) Ward in which the member belongs: 

c) Poverty status of the household: 

d) No. of meetings attended by the respondent In 

2003: 

Demographic composition of ihe Household (HH) (Circle the serial no. of the 
d tI d h hi) n.~spon en an mem cr In t c sampl e group : 

Relationship with Sex Age Level of education Occupation 
ht'ad of the household 

12) 1:1 ) (4) (S) 
Primary (6) Secondary 

(7) 

II UESTIONS PERTAINING TO SELECTION OF BORROWERS Q .. 
:I Please ment"," the name of the sample SHG in 

"h,ch you arc a memhcr 
~ In addition to the sample SHG. did you have any I. Yes 

mClI1hcrship In SHGs/ NHGs. PRIs. church 2. No 
as~o ... :ialions. tratic unions and ~c1f initialed 
organizalions ':>ut:h as prayer groups etc., in the 
la\t five yt:'ar~'.' 

5 h If yes. please provide t c 101 OWIIlJ.! d '1 ct.':u S 

SI Name of the organiJution Reasons for participation and/or discontinuation 

No (3) 
II ) i2I 

In which year did you join the sample SHG? 
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7 What factors have influcnced you to join SHG? 

X Wcrc you familiar with the members before 1. Yes 
joining the group" 2. No 

9 If yes, desrrihe the lype of relationship and the 
aClivities that hroughl members together" 

10 Did you hold any position of responsibility In f-_-:-_-o?-P."o"'si"ti"o"n'----___ +_-"P-=e:.:n.:.' o",d"--'(L:Cy,ea",r'-')_-j 
the group in the last three years" I. President 

2. Vice president 
J. Treasurer 

4. Secreta!y_ 
5. Others (specify) 

11 How do you "haractcrizc your attendance In 1. Rarely 
mcetings 2. Occasional 

3. Regular 
12 Give reasons for the ahove response 

I,) From where do you make savings 10 the sample 
SHG' 

14 Hnw do you charal"tcrise your "';Jvings? 

15 Give reasnns for the above response. 

16 Have you received loan from the sample SHG" 

17 If no. why didn't you receive loan from the 
gn)up'! 

1 R I f you havc harrowed from the group, mention 
the formalitlcs that you have followed wh!le 
applym!! for the loan 

1. Rarely 
2. Occasional 
J. ReGular 

I. Yes 
2. No 
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19. Loans availed from different Sources through SHG in the last One year 

Sources Amount Amount Rale of No. of days Expen~es UlilisLltion aHem rt"4ue\lnt sanclinne mleresl belween incurred in Heahh & Repayme IGAs Others d application obtaining lhe edllcalitlO nt of uld 
(II 

and sanction loan (7) deb' (8) ,9) ( 10) 
(5) (6) C) (4) 

,.1) 
SHG 
group 
loan 

Granll 
RC'\ol\'ing 
fund 

Bank loan 
(direct 
linb,,) 
Any other 
thwugh 
SHG 
(speL'ih) 

20 Do ~ou lind any difference in the response of SHG I. Yes 
mcmhcrs "hen you ask for consumption loan and 2. No 
protlu<'\I\'C Illan in terms of 

al Amount 
hi Numher of instalments 
cI Interest ratc'! 

21 If \ es. l"r1am the TCSpOn!\c",) 

~2 Criteria follolJ.'l'd in the selection of horrowers 
Q Ul'stlOn~ II t h O\C "'" h o recen'C dl uan f h rom 1 c sample group (b d ase on t h . I Clf asl oan 

Critena Mentinn the Did you fulflll If no. how did you get What will be your response if your 
grnup the required 10iln fwm Ihe gwup? fellow ponicipants do not fulllil the 

rl'4 Uirl'ITlCOI condition'? rC4uiremenl? 
I) Ye, 
2) No 

III ( 2) 1.11 (4) (5 ) 

Attendan(c 

Saving to loan 

ratio 

Repayment of 
earlier I()an~ 

Duration 01 
membersh'n 
Trust in one..., 
ability to repay 

Any other 
(specify) 
Note: Please remember to (heck these qalements w,th the help of dala at the group level. 

L-. 

How do you sec Ihe selc(tion pnKedure in the 

group? 

I. Not good 
2. Good 

_1-____________________________________ ~~3~, __ V~cr~y~g~ll~)0~d~ ______________________ ~ 
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24 Give reasons for the above response in terms of 
mechanisms and incentives 

25 Dit! you horrow from sources other thiJn SHG in I. Yes 
the last year 

2. No 

26 If r yes. answer the following Questions 
Sources Amount Amount Interest Collatera No. of Jays Other Purpos 

requested sanctioned rate I hctween ('x pense (I) (2) I) (4) <Jpplication and s 

Formal 
(5) sCloctino (6) (7) 

(specify) 

Informal 
(specify) 

II. QUESTIONS PERTAINING TO MONITORING OF THE ACTIVITIES FOR WHICH LOANS ARE 
GIVEN 

27 Have you participated In any of (he awareness I. Yes 
classes organised tl'the promotino aoency" 2. No 

28 Have you participated in any training programmes') I. Yes 
2. No 

29 How do you characterize yourself in participation I. Rarely 
of the sample group discussions? 2. Occasional 

3. Reoular 
30 Give reasons for the above response (such as 

dominance in the decision-making. not taking 
members' views into serious consideration). 

.. 
31. Questrons pertarntng to the economIC actrvrtles undertaken with the SHG loan by the 
respondent 

e 

(8) 

Specify the economic activity Specify the economic activity that State the reasons for adopting this 
that you were undertaking you have undertaken after joining the activity') 
before joining the group') (I) group with the SHG loan" (2) (3) 

32 Was the training programme helpful for you to 1. Yes 
undertake the economic activity? 2. No 

33 Where do you undertake the economic activity" 

34 How do you undertake the economic aeti vity') 1. Individually 
2. Collectively (if so, mention the no.) 

35 Give reasons fOT the above response 

16 T ota amoun spen on th ClIvlty ea 

Expenditure (Rs) 2001 2002 2003 Total 

I. Total expenditure on the estahlishment, if 

purchased 

2. Cost of raw materials, mention 
'--
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3. Cost of marketing 

4. Any other 

Total amount spent on the activity 

37. MentIOn the amount of money from dIfferent sources and rate of mterest. whIch you have 
. de d k' receive or un erta 109 the activity 

Sources Year in which borrowed Amount (Rs) Rate of interest 
(1) (2) (3) (4) 

I SHG internal loan 
2 GrantIRevolving fund 
3 Bank loan 
4 Any other (specify) 

,8 If the amount in (,6) was more tha th (17) h th bT d') - n e - ow was e amount rno I IZC 
Source Year in which borrowed Amount mobilized (Rs) Interest rate. if 

(I) (2) (3) any 

(4) 
Moneylenders 

Rc1ativcslFriends 
Own savings 
Anv other (specify) 

Total 

39. If the amount in (36) was less than (37). how was lhe remaining amount utilized? 
Purpose of utilization Amount utilized (Rs) Why was it utililed') 

( I ) (2) (.' ) 

Crop production 

Purchase of milch animals 
Repayment of old loan 

Social functions 
Consumption 
Any other (specify) 

Total 
40 Where do you sell your product from the 

actIvity undertaken" 
41 What is the nature of the marke!"' I. Seasonal 

2. Permanent 

42 Who mainly undertakes the marketing of the 
product') 

4, Mention the income from the economIc 2001 2002 2003 Total 

activity undertaken with the SHG loan 

44 Was the income more than what you I. Yes 

expected? 2. No 

45 If yes. what factors contributed to more I. Good previous experience in the activity 

income'? 2. Village conditions are favourable (explain) 

3. Household conditions are favourable (explain) 

4. Interest is less 
5. I have reinvested a part of the income on the 

activity 
6. Training helped me 

L-
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7_ Any other I'pecify) 

-+0 If no, what faclors conlri hUled 10 Ie" I. Lack of pre\ ious t'\pcrrt"n(.'t' 
income'! 2_ Village condition~ arc not f~l\ ourahh: h:\pl:lIn) 

3_ Household condi[ion~ art' IHlt LJ\llUlahk 
( explain) 

4_ Interest rate is too high 
5_ 1 could nOi reinvest Into the acti\lly Inplain) 

6_ Training did not help 
7_ Failure oflhe activily (explain) 

x_ Any olher (specify) 

47 Did you reinvest on the aClivity? I. Yes 
2_ ND 

48 If yes, give details Particulars first Second Th"d year 
year year 

On whal 

Amount (Rs) 

invcsled 
49 I I' no, what are the reasons') 

50 Who supervises whether you have_ invesled 
the amount on the activity and gelling good 
income'! 

51 How do you find the supervision? 

52 Do you monitor the activities of your fellow L Yes 
partIcipants') 2_ ND 

53 If yes, how do you characlerise yourself as a I _inefficient 

supervisor of your fellow participants" 2 efficient 
3 extremely efficient 

54 Give rcasons for the ahove response 

55 Menlion Ihe incentives hehind monitoring Rc~poml> (ode-

your group memhers? 
L To a large 
cXI~nt 

2_ Partially 
3_ NOI at all 
~- Do not knov. 
). No re~plln~c 

I. Regular contrihution 10 Ihe 

group fund 
2. Profils from Ihe group 

.~ Liahility on a particular pCfS"n 
for default of any olher memher 

-+. Provision of loans 10 olher 

memhcr 
5. Any olher (specify) 
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IV QUESTIONS PERTAINING TO REPAYMENT OF LOANS 
56 How do you characterise your repayment I. Unsatisfactory 

behaviour"' 2. Satisfactory 

57 Give reasons for the above response 
3. Extremely satisfactory 

58. Gtve folloWIng detaIls on loan repayment In the last year 

Sources of Amount Amount yet to Ti me taken for Reasons hehind Sources of 
loan repaid (Rs) be repaid (Rs) repayment repayment repayment 

( I ) (2) (3) (4) (6) 
(5 ) 

SHG group 
loan 
Grant! 
Revolving 
fund 
Bank loan 

Any other 
loan through 
SHG 
(specifv) 
Others 
59. IncentIves behInd repayment of loans from the sample SHG 

If youlyour fellow participant havelhas borrowed from the sample group answer to the following 
table 

Does Did they I f yes, state the If it didn't work in Did they If no, 
your influence impact your case. stale the work in the state the 

group you in Response code reason case of reason 

have repaying I. To a large other 

I. Yes the loan extent members 

2. No I. Yes 2. Panially I. Yes 
2. No 3. Not at all 2. No 

4. Do not know 
5. No response 

(1) (2) (3) (4) (6) 

(,S) 

(7) 

Denial of further 
loans to defaulting 
memhers 
Imposition of fines 

Successful 
repayment of (other) 
members 
Deharring defaulting 
members from the 
group 
Social pressure 

Any other 

00 Has any mem!>er from your group had faced 1. Yes If yes. how 

a) Denial of further loans 2. No many of 

b) Imposition of lines them 

e) Debarring from the group experienced 
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a) 

h) 

c) 

V HOUSEHOLD INFORMATION , 

61 Typ<' of house owned 1. Pueea 
2. Semi puce a 
3. Kutcha 
4. Do not own hose 

-. ssct ownership of the household 
Asse'~ I) Yes ~)No 

Radio 
Present value (Rs.) Year of acquisition 

TV 
SCOl)tl'r 

W,II d,,,~ 
lr\)n ht)\ 

G:l~ "\11\ l' 

ACrlCultural implements 
.... m "thcr (sDeCifv) 

bJ Details of income January 20m to Dcccmhcr 2003. 
SI Source Particulars Gross annual 

No. Income 
(Approximate) 

I Land Extent (iflllcres) Croos 
Irril!aled land 

Dry land 
Total land 

:2 Livesloc'k No, (~f til 'e.\rvck No. of {ifres .. mles etc 
Cows 
Buffaloes 
Goat! sheen 
Poultry 
Others (spedfy) 

-'. Wa!!e income No. of persons No. of dan! wage per 
lilli' 

.t Pelly busincs" tradelscrvice T\f'e -;;j bllsiness Furl/m'er per day 

5. Other (specifv) 

Total 
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ANNEXNO.4 

MICRO-FINANCE AND COLLECTIVE ACTION A STUDY OF SHGs IN 
KERALA 

I. 

7 

CHECKLIST FOR BANK MANAGERS SLNO. D 
a) Name of the bank branch: 
b) Address 

Name of the respondent 

Ho" long hase you been in this branch? 

Has this oanl oran,·h r"" IJed linaneial "S\iSlance to SHGs under the linkage programme? 
Y l'S (lr No. 

\\'hat fUJi.kllnt· ... arc folh l\h'J \\ hlle ~dC(ling 'h~ group for providing financial assistance? 

Parlh.-ul;lr ... As on SgJtcmber 2003 
No "f \fj(;s linked 

Amount "I loan (Rs) 
Amount repatd IRs. ) 
Percent"fe of repayment 
Rate of lnlerc:sl 

8. What arc thl" "];'I"r differences hctwccn Kudl1loashrcc groups and NGO groups in tefms of the 
rollowing' 

Seleclion 01 norrllwcr ... (IlK'\.:hanisms. incenlives): 

Par1i":lpallon ot lin: poore ... " 
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ANNEX NO.5 

MICRO~FINANCE AND COLLECTIVE ACTION: A STUDY OF SHGs IN 
KERALA 

I. Name of the respondent 

CHECKLIST FOR NGO/GO STAFF SL.NOD 

a) Name of the organisation: 

2. POsition held 

3. Year in which you joined this organisation 

4. No. of SHGs supervised by you 

5. Melltion the important activities performed by your organisation for the promotion ofSHGs? 

6. Ha, c you received any training in rdation to this work'! Mention 

7. How do you form a group') Describe the guidelines adopted by you while forming a group 

8. What types of problems are faced hy the SHG in the initial stage? 

9. What is your opinioll about the participation of the poorest of the poor in the sample SHG? 
Dcscnht' 

10. Mcnt" III lhe mechamsms followed by your group memhers in lhe selection of borrowers 

II Explain in de(,"llhe procedures followed by you while helping the groups in obtaining loans 

12. Do you organise meetings wilh olher organizations to obtain benefits for SHG members? If 
yes. menlion lhe lype of organisation. meetings, member participation. advantages of this etc. 

13. Describe the major instances where you have helped in resolving conflicts within the sample 

SHfi 
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14. Explain in detail how monitoring is performed? Mention frequency of interactions with the 
group rnemhers 

15. Whal are Ihe major economic aClivilies performed by your group members? 

16. Mcmi(ln Ihe mechanisms followed by your SHGs to ensure timely repayment? 

17. What are members' reactions to Kudumbashrec intervention? 

18. Do Ihe members of the sample SHG participate in grama sabha meetings? 

1'1. Ho" much IS Ihe remuneralion from NGO/GO for your work') 

20. Whal are Ihe rcasons for laking up Ihis joh? 

21 To whorn arc you responsible? Describe 

22 Docs Ihe sample group have Ihe capacity to maintain accounts without any external 

assislann.~? 

23. Whal w!>uld you like 10 suggest for funher improvement of the SHGs? 
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creditworthiness of the borrowers and provide an incentive to make timely 

repayments (Bhatt 1988; Vogel 1984; Bouman 1984; Hulme and Mosley 1996). 

The periodic savings contributed by the members act as checks and balances 

(Morduch 1999a, 1999b; Hulme and Mosley 1996). Morduch (1999b) notes that 

the following are the advantages in the contribution of savings: Firstly, savings 

can provide a relatively inexpensive source of capital for re-Iending. Secondly, 

savings programme creates a natural client pool. Thirdly, building up savings 

may offer important advantages to low income households directly. Households 

can build up assets to use as collateral, they can build up a reserve to reduce 

consumption volatility over time, and they may be able to self finance 

investments rather than always turning to creditors. 

Under group lending, the principle of joint liability ensures completion of the 

credit transaction. Joint liability principle asserts that all the members in a group 

are equally responsible to timely repayment. The principle of joint liability 

among the members in a group provides incentives to (and/or compel) its 

members to undertake those actions, which reduce uncertainty in the credit 

market (Bhatt and Tang 1998; Morduch 1999b). This collective responsibility 

among the members in a group is the key aspect of micro-finance groups 

whereby the transaction costs relating to the enforcement of the contract can be 

brought down. Such lower costs increase the volume of transactions in the credit 

market and in the process, lead to an improved access to credit for large number 

of members. 

It i, observed that in remote communities where the poorest are less mobile and 

do not have alternative sources of credit, the micro-finance programmes work 

effectively (Sharma and Zeller 1998; Morduch 1999b). Additional non-financial 

services offered by the group such as training programmes, provision of inputs 

for project initiation and marketing facilities, etc., have positive impact on the 

performance of the group in terms of repayment (Mosly and Dhal 1985; Godquin 

2(04). These together with dynamic incentives such as second and higher amount 

of loan will be provided only after the repayments of the first loan have improved 
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required to monitor and incur the ill-will that would result from reporting 

offenders who had misused the funds lent to them. Moreover, the cost to each 

member as a result of a default by one member might be sufficiently small that 

incentives to monitor were minimal in large groups. In short, as the size of the 

group increased, the time spent for monitoring also increased. Even though the 

costs of supervision increased for larger groups, the costs of mobilising resources 

could be brought down for larger groups (Poteete and Ostrom 2004). Ghatak and 

Guinnane (1999) have brought out that smaller groups could effectively cope up 

with free rider and mass co-ordination problems. 

Homogeneity of the members involved in a cooperative effort was another most 

important precondition often discussed and debated by the scholars. It is argued 

that the socio-economic homogeneity of the members could ensure collective 

action (Lin and Nugent 1995), as members with similar socio-economic 

characteristics had advantages while interacting repeatedly into the future and 

attaining a co-operative solution. There were strong incentives for groups with 

similar risk characteristics to form. It was quite natural for those members with 

high risks to free ride and they would like to join groups with those having lower 

risk of default. Homogeneous groups emerged as those with lower default risk 

recognised their mutual interest in grouping together and the process would 

continue until the individuals with the highest risk were forced to group together 

(Stiglitz 1990). 

Social norms, rules and conventions present in the society can influence the co­

operative behaviour (Putnam 1993: 167). Historical experiences and traditional 

mores help the people to shape their preferences and degree of trust in their 

mutual relationship (Baland and Platteau 1996). A study on the Malawian group 

credit has brought out that the pre-existing groups had a significant impact on 

collective outcomes, as it was easy for them to join the groups (Schaefer-Kehnert 

1(83). Moreover, groups formed without any external influences would sustain 

for long, as they were formed voluntarily and from the felt needs of the people. 
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