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Abstract

This report explores the commercial marketing @it famoving consumer goods marketing
through savings groups. The paper examines theafadandustan Lever's ‘Project Shakti’,
which was started in Andhra Pradesh in 2001 arld aebund $100 million dollars worth of
personal and home care items annually, through st5080 women who are members of
Self Help Groups. This is India’s and almost cattathe world’s largest effort of this kind.

The findings from a detailed survey of 31 women velhe part of this Project, and six, who
were part of it but recently dropped out, are sepm@nted by the results of a number of
interviews with Company marketing staff and othatharities. The report also includes
information about other corporate marketing initi@s$ in India through Self Help Groups.

The major findings are that the groups, and gragefations and other supporting agencies
such as NGOs and government departments, are uagdynio assist the Company to
identify and then itself to select suitably qualdi women. The groups play little part
thereafter.

The women who are selected are often the groupeteaahd are rarely from the poorest
members. They sell to individual consumers andotall grocery shops, and the business
makes a modest addition to their household incorieey generally have other sources of
income, including their own grocery shops and gowent subsidised ration distribution

dealerships. Their husbands assist and often mahadmisinesses.

The Company supports the women with a large destictld promotion force. The results,
although they are substantial, have not come ugxgectations, and the Company is
introducing a new level of mobile sales agents,oappd from the husbands of the women
who are the present agents.






1 Infroduction

1.1  Background and objectives

The purpose of this paper is to explore the imfglices of commercial marketing through
groups which have been formed to promote financielusion. We do this by examining
‘Project Shakti’, which has been undertaken by Htdn Unilever Limited of India (HUL)
to work through Self Help Groups (SHGs) in ordembprove its outreach and sales to rural
areas. HUL is a partly-owned subsidiary of Unilexamulti-national company with a global
turnover of about fifty five billion dollars in f&snoving-consumer goods, including personal
care products, detergents, food and beverages.

We attempt to address the following questions, ajathers:

- Why the Project was initiated, what conditions maakesirable?

- What are the benefits to HUL and the SHG members the Project?
- Is the Project sustainable, for all parties?

- What is the social impact of the Project?

Project Shakti was started in the year 2000 irstheéhern Indian state of Andhra Pradesh. It
iS now active in twenty-two districts in eightedates. Around 45000 women, who are also
members of SHGs, are now participating in this &jand they are selling about one
hundred million dollars a year worth of goods, tong three million households. This is
about two and a half percent of HUL'’s total salealmost four billion dollars. (HUL Annual
Report, 2009-2010). (Note: Indian rupee figuresehdeen converted throughout to US
dollars at the rate of 45 rupees per dollar; tisallte are rounded for simplicity). The number
of ‘Shakti Ammas’ (literally, ‘Power Women’), asédlwomen are called, is however slowly
declining.

Self help groups are the dominant channel for tlvery of micro-credit (that is, microdebt)
in India, although the growth rate of ‘Grameen niodecrofinance is much faster, and their
numbers may overtake SHGs within a few years. (&san, 2010) The movement started
with a small pilot in 1991, and by March 31, 20@%re were just over six million of these
groups, with almost 100 million members, over 9¥cpat of who were women. About four
million SHGs were borrowing from state, cooperati@ad private commercial banks,
microfinance institutions and post offices, andytlbeved a total of five billion dollars. The
six million groups had a total of around 1.2 bitlidollars worth of savings on deposit with
the banks.

This network has proved itself as an excellent okarior the distribution of financial
services, particularly debt. It obviously preseatportunities for commercial marketing.
Several companies, which produce food, energyiefficstoves and lamps, pressure cookers,
mobile phones and other consumer products, haeenpted to market goods or services
through SHGs, but most of these initiatives haveaiaed quite small or have not lasted. We
attempt in this paper to examine the business acdalsresults of Project Shakti, and to
identify its successes and the outstanding problems

Project Shakti was started in 2000 with businegsatives that were good for the company
and social objectives that would benefit rural wométs business objectives were to
penetrate rural markets and expand its sales. dtsals objective was to stimulate

entrepreneurship and income opportunities for po@ women.



Project Shakti is important in India but also mbreadly. India has the largest concentration
of groups of this type anywhere, and this Projscthe only commercial example that has
achieved substantial scale. It has provided a Ubekiness opportunity for large numbers of
individual rural women, and has provided a charfoelsales of very large quantities of
commercial products, but we also aim to assessipgact on the SHGs themselves, and their
communities.

1.2 Methodology and limitations

The study was undertaken in Nalgonda and Chitttveo, districts in the State of Andhra
Pradesh. Project Shakti operates in twelve distoftthe State, which is where the Project
was first started and is most active. Andhra i® dale State where the SHG movement is
most heavily concentrated. We also wished to exarttie role of SHG Federations; over
forty percent of India’s SHG federations are in AralPradesh.

Nalgonda was chosen because Project Shakti waedstidwere in 2001, and in addition to
HUL several other organisations,

including the Scojo Foundation A,
(spectacles), Hero bicycles, and

Coromandel Fertilizers have @\ et
attempted to market their goods
through SHGs and their federations
there. Chittoor is one of the six.-
districts where SHGs are particularly
active, because a major World Bank
programme is being implemented

there by the State government of R Prakasam @
Andhra Pradesh. The HUL staff in

@)

oF

Chittoor and Nalgonda districts also @ Dbl yotery =

responded positively to our requests

for information. The following map
shows the location of the two
districts: Nalgonda lies to the East of ...
Hyderabad, the State capital, and
Chittoor is at the Southern end of Andhra Pradadjacent to Tamil Nadu.

The Andhra Pradesh Mabhila Abhivruddhi Society (AP8)Aa Hyderabad-based research
and development organization which works with amdSHGs, conducted the field work in
July and August of 2010.

Thirty six Shakti Ammas were interviewed in the tdigtricts. Thirty one were still active,
and the remaining five had dropped out. The teao iaterviewed eleven HUL sales officers
and executives, two non-government organizatiog@alasentatives, Peace and Vision Spring,
the local representatives of the Skoja Foundatiwa,Officers from the State Government’s
District Rural Development Agency and members anaff sof the Jagdevpur SHG
Federation.

o i

It is important to stress from the outset that iledafield work was undertaken only in two
districts of Andhra Pradesh, the State where Pr@bakti started in 2001 and is still most
active. A number of other key informants were ivi@ved, in person or by telephone, but it
is impossible to generalise about this large Ptogec a whole from this small sample,
particularly in so large and variegated a counsryraia.
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2 The Context
2.1 SHGs in India

Indian Self Help Groups differ very significantlyofn the ‘Grameen type’ microfinance
groups that are more familiar in Bangladesh aneveiere, and which are rapidly growing in
number in India. The fundamental difference is tB#Gs are effectively micro-banks,
independent financial intermediaries. They mobifiseds from their members’ savings, and
from bank loans, and they on-lend these funds éo thembers. The members decide what
rates of interest to charge, which should borroaw much and for what purposes, and any
surplus they may accumulate belongs to the grdupay be retained for further on-lending,
or distributed to the members, as they decide. BhG is a legal entity, although
unregistered. It saves with and borrows from bamikis its own accounts. The members may
also have accounts with a bank, often the samebortéhat is nothing to do with the SHG.

‘Grameen type’ groups, on the other hand, areinantial intermediaries. Each member has
her own account with Grameen Bank, or the other MRich has promoted the group, and
she borrows and saves on her own account. The graegting provides a forum where
members can save and repay. The group usuallyoh&gprove members’ loan applications.
They do this because they usually have to guarghtefellow members’ loans, or even if
they are not formal guarantors nobody in the grailpget a loan if anyone is in arrears.
Hence they also do their best to persuade thdowelto repay on time, sometimes with
some force. (Fisher and Sriram, 2003)

Indian SHGs have to keep records, or to persuagmprsomeone to keep them for them,
whereas all the record keeping for Grameen grospdone by the MFI. Grameen group
members have no say over interest rates, andrttiegtiof loans and their amounts, is often
also determined by the MFI. The MFI field officetteamds every meeting, and receives
savings and repayments, and is very much ‘in chiangesome MFI groups, the members
stand and salute their officer at the beginningath meeting. Most SHGs are promoted by
an NGO, or a bank or government institution. Thasyrbe done on pro bonobasis, or for a
fee from the National Bank for Agriculture and Ruiaevelopment (NABARD), the
government-owned apex institution which initiatettd goromoted the SHG movement, but
the aim is to enable the group to manage its ofairafas soon as possible. Outsiders do not
usually attend SHG meetings on a routine basis.

In general, Indian SHGs demand much more of theimbers than Grameen groups, because
they are relatively autonomous, but they are fat thason more ‘empowering’. In 2009, the
numbers enrolled in both types of groups expandayg rapidly; 6.9 million people joined
SHGs and 8.5 million joined MFIs’ Grameen-type greuThe rate of expansion of the latter
is however much faster, and the total membershiGraimeen type groups seems likely to
overtake that of SHGs within a few years.

The SHG movement was started and is still almostedyiin rural India. It has been largely
driven by NABARD, which is responsible for promdaginnstitutional financial services,
particularly debt, in rural areas. The urban aredsyse poor population has been growing
very rapidly in recent years, were not part of tBEHG programme, and a substantial
proportion of the clientele of India’s rapidly growy Grameen type MFIs is in the towns and
cities.

SHGs offer a more immediate opportunity for comrisnmmarketers than Grameen groups.
Most obviously, there is less need for additiotas$t-mile’ distribution in urban areas where
there are already large numbers of markets, veratwmisformal shops. Grameen groups are
basically the ‘creatures’ of the MFI that has cegaand uses them; the meetings are directed
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by the MFI field officer, and he (it is usually h&} well as the members are anxious to make
the meetings as short as possible. As competitianicrofinance increases, MFIs may also
become jealous of access to ‘their’ groups. AccessGrameen groups is effectively
controlled by the MFI; SHGs are autonomous, anchdiwhich wish to do business with
them or their members can deal with them indivifual

There are also possibilities for consumer goodsketars to use Grameen groups, albeit in a
less ‘empowering’ way. SKS, India’s largest anddasgrowing MFI, has over seven million
clients, and has attracted considerable publicg#galise of its 2010 initial public offering
(IPO) and some aspects of the way in which thesgiiom the high valuation were shared.
SKS already sells advertising space in its cliep@ssbooks, and offers consumer goods
marketing businesses the opportunity to use itsgroeetings for sampling, promotion and
market testing. There is no reason why this facaihould not later be extended to actual
sales, and SKS and other MFIs who adopt this appredll of course charge a fee for access
to their clients.

The following table summarises some of the advasaand disadvantages of SHGs and
Grameen type groups, from the points of view ofrtheembers and of banks who work with
them. Many of the same points also apply to angroihstitution which works with either
type of group, such as firm marketing consumer good

Self Help Groups and the Graeme Method- Pros ams Co

SHGs Graeme Bank groups
Plusses for |« Flexible * No need for literacy
clients « No need for bank at all « No need for people’s initiative
provided their own funds are | « Protected from internal
enough. exploiters
* Very empowering » Poorer are included

» Can save and borrow as need| « Have support from bank/MFI

» Can move to cheaper supplier| « Bank/MFI can offer other

* No enforced loan ladder tailor-made services

» Can evolve from existing
groups, chit funds etc.

» Can access full range of bank
services

» Can evolve into Federations,
Credit Unions etc.

Minuses for |« Need management skillsand | « Must meet frequently

clients time » Little freedom
« Can be hijacked internally or | « Group composition not in
externally member control
» Cash may not be secure » Pressure to borrow

* Interest rates inflexible

Plusses for * Lower costs * Canresist ‘schemes’
Banks * Canfit into any branch » Tighter control
* Graduation easier » Standardised MIS

* Can build on existing groups | * Standardised procedures
» Savings mobilisation easier |+ Easier to forecast need for
» Groups have to be responsible funds
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for any expulsions e Can use less-qualified staff

Minuses for |« Hard to monitor * Higher transaction costs
Banks * May be tempted away to otherl «+ Need continuous guidance and
lenders presence
» Slow to develop * Needs dedicated system
* May form own federations » Hard to evolve and change

* MIS more complex

* Need NGOs to develop

* The bank depends on the groy
promotion institution

* If NGOs are not available, the
cost of group promotion may b
high

» |If the SHG loans grow large,
the risk may become high.

Suitable » Existing bank network in rural,| « Very poor, homogeneous
conditions poor areas. communities
» Diffused communities, castes,| « Oppressed people, lacking hope
wealth levels and initiative
» Tradition of informal financial | = Few informal traditional
services financial mechanisms.
» Variety of scale and nature of | « Lack of any formal financial
opportunities institutions
* Some local leadership * Resource poor, little hope of
» NGOs and/or committed bank graduation
staff * Large numbers of small
enterprise opportunities
» Few NGOs

Source: Harper M, Practical Microfinance, ITDG Rsiting, London, Sage Publications
New Delhi, 2003

The impressive membership figures, for both SHGE @nameen type groups, should be
treated with caution. A study of 96 SHG membensdeated by APMAS in 2005 in Andhra

Pradesh found that all of them were also membeMFifgroups. A third were members of

two or more MFI groups as well as of the SHGs. (AS3"R2005) Another study in peri-urban

Bangalore found that 20 women were between thembaesrof 79 groups, including SHGs
and Grameen groups (Kamath, Mukherji, Ramanathai0)2

Three members of SHG Federations whom we met imwurstudy told us that nearly all the
7500 members of the 500 SHGs in their federatiommewnembers of those SHGs, but also of
‘government’ SHGs which had been promoted by a gowent agency as a means of
distributing subsidised loans and matching graot$®hélow poverty line’ (BPL) women in
their villages. They remarked that BPL cards haehlteanded out to everyone in the villages,
irrespective of incomes, in order to achieve targetd attract political support. They added
that they only knew one woman who was a membenbf ane SHG, and was not officially
‘poor’; she lived in a nearby town and was therefoot qualified as ‘rural’.

Groups of any kind, SHGs or Grameen, thereforeylshot necessarily be treated as strong
and exclusive people’s institutions which can comdhahe loyalty of their membership.
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Many of them are no more than transient convengntte be used to access subsidies or
other facilities.

According to a study conducted by APMAS in 200&réhare about one hundred thousand
SHG federations in India, of which over forty pant are in Andhra Pradesh. (APMAS,
2008) Forty thousand of the 41,500 SHG federatiorthe State are primary federations at
the village level, 1100 are sub-district or ‘mandalel secondary federations and 22 are
tertiary federations at the district level. Not tié federations in the State, or elsewhere, are
active, but they can provide a variety of servidestheir member SHGs, such as
intermediation for savings and credit, access suriance products, livelihoods assistance,
marketing linkages with various organizations, araining. The federations played an
introductory role in Project Shakti at the outdamif have not been substantially involved
since then.

Most SHGs are promoted by NGOs. One importantgfatte promotion task is to ‘link’ the
nascent SHG to a financial institution, at firstopen a savings account in the name of the
SHG and later, usually within one year of the stdrthe group, to help the SHG to get a
loan. Some of these Self Help Promoting Instingi¢gSHPIs) have also attempted to ‘link’
the SHGs which they have promoted to other nomfira institutions, in order to provide
the members with income generation activities ocreate employment opportunities, but
these activities appear generally to have beerrditinited. The payment systems for SHG
promotion which are offered to NGOs and others BABNRD are designed to motivate the
promoter to bring the SHG as quickly as possibltheostage when it can take a loan from a
bank; ‘linkage’ means borrowing.

It is also important to be clear that SHGs arethetsame as the traditional voluntary savings
groups, which exist in many variants, owing nothtogbanks, microfinance institutions or
development agencies. These are known as ROSCASA#SmMoney-go-rounds, susus,
tontines and by hundreds of other names. Nor ar&sSthe same as the more ‘modern’
‘induced’ or promoted versions of these traditiogabups, which have been branded as
‘VSLASs’, ‘Saving for Change’ and by other terms.€8e groups may not evolve into SHGs,
but the traditional nor are the ‘modern’ versioe$ sp with the objective of getting loans
from a bank. That is the objective of an SHG, ismmbers savings are seen primarily as a
gualification for a bank loan, not as the majorrsewf capital. This ‘bank linkage’ feature,
particularly in India where most banks are stilltire public sector, often leads to groups
being used as a channel for government programmepdlitically motivated subsidies.

2.2 Hindustan Lever (HUL)

HUL and its constituent companies have been inalnsince 1931. According to the
company’s website, HUL is India's largest Fast MgviConsumer Goods Company,
touching the lives of two out of three Indians. Ultss stated mission is to “add vitality to
life” through its presence in over twenty distirzategories of home and personal care
products and foods and beverages. The compargsdtat it aims to meet everyday needs
for nutrition, hygiene, and personal care, withnois that help people feel good, look good
and get more out of life. (HUL Website)

HUL dominates the Indian market in fast moving aoner goods. They are stocked in over
four million outlets, and HUL has built up a forraldle sales and distribution system across
the whole country. The company has a network of eewen thousand wholesale stockists
who distribute the company’s products to retait#rall kinds, including the Shakti Ammas.

Detergents and personal care products make ovetygigrcent of sales. (Rangan and Rajan,
2007). HUL's sales depend critically on a high lesebrand recognition and preference, and
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the company zealously promotes and protects itadstaThese include Rin, Pepsodent,
Clinic, Lifebuoy, Wheel, Close-up, Fair and LoveBonds, Talcum, Wheel, Rexona, Pears.
Most of these are household names in India, and siecess demonstrates the power of
established brands in communities where local laggs may not include generic names for
many household products (Harper 1975).

A Harvard Business School case study examined Hdhange in marketing strategy which
led to the introduction of the Shakti Amma chanrf®dngan & Rajan (2007) describe the
shift from regional centres to a focus on diffei@mg markets based on accessibility and
viability. HUL had for many years dominated its kets. It had many competitive
advantages including its well-established brarntddptal manufacturing capacity and its vast
distribution network. In the 1990s, however, thevendowards a more open and liberalised
economy opened HUL's market to a number of aggressompetitors. It was forced to re-
examine its marketing strategy.

Until that time, HUL's marketing was organised wkobn a regional basis, but top

management recognized that it was necessary ta fomre intensely on different market

segments, in particular on the largely untouchedllemrural markets. Over seventy percent
of India’s 1.1 billion people reside in rural vijas, but per capita income in rural India is less
than half of that in urban India. As HUL sought each rural markets, it hit a major

stumbling block. The rural markets were scattera@rolarge areas, and per capita
consumption rates were low. Thus, while the aggdgeegsotential was tremendous, the
potential of each of the 638,000 villages was Vevwy (Rangan & Rajan, 2007, p.6)

The old marketing strategy had been based on gglegrand products; the new one was
focused on market segments, and one of the maeons for this change was the company’s
need to reach out more effectively to scatteredlssnale rural consumers.

HUL'’s market segments

Market Of Characteristic Marketing
segment business of market strategy
Top of the 10percent | Urban, sophisticated, higl One stockist across all
diamond competition and high products in towns. Self-
business potential service.
Medium 50percent | Towns and semi-urban | Regional centres
with high business
potential

Upper Bottom| 20percent | Small towns. Accessible | Direct coverage with one
and with high business | stockist across products

potential
Lower 20percent | Scattered rural markets | Indirect coverage
Bottom
Villages close Accessible markets with | Stockists travel to these
to towns low business potential villages fortnightly.
Inaccessible Inaccessible markets with Rural distributors to appoint
villages high business potential | star retailers among

wholesalers

Inaccessible Inaccessible markets witl Shakti Ammaroject using
villages low business potential individual agents

Adapted from Rangan & Rajan (2007)
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3 The origins and evolution of Project Shakti - SHGs as a
platform for Marketing

Project Shakti was started in 2000. Its statedasaim was to create income-generating
businesses for underprivileged rural women, by jpiiog a sustainable micro enterprise
opportunity, and to improve rural living standattisough health and hygiene awareness.
HUL hoped by 2010 to create 100,000 Shakti entresares, covering half a million villages.

HUL appointed MART, a leading national rural markgtconsultancy, to initiate the Project.
Andhra Pradesh was chosen as the first State, sedaoad the highest density of SHGs, and
also because the Chief Minister, Chandrababu Naidis strongly supportive of private
sector approaches to poverty alleviation and dgveént. He was personally involved in the
launch of the Project, and in December 2000 HUled into a public-private partnership
with the Government of Andhra Pradesh to initiatejétt Shakti in fifty villages in
Nalgonda District. This District was recommendedliy government because it is one of the
most backward districts of the State; a large promo of its population are from the so-
called ‘scheduled castes’, many of whom were tiaattly weavers. The pilot started in
2001 and operations were scaled up from 2002 orsvard

MART appointed a team of 25 people to assist HUktéot the Project. Initially, they tried to

facilitate partnerships between HUL and SHG fedenat These federations would buy from
HUL and would then sell them to their member SH®scty would, in turn, sell them in their

villages. However, the sales and resulting margwese small and there was little direct
‘ownership’ of the operation, since the “entrepranse’ were either federations or groups,
(Rangan & Rajan, 2007).

MART also attempted to initiate two-way relationshibetween the SHGs and HUL. The
Company needed castor seed, and it was hopedhth&HGs and federations would act as
procurement channels for HUL, for this and perhather village produce. The yield per acre
of castor was however only about a third of thaGinjarat, from where HUL was buying its
castor at the time, so this was not successful.

The MART team soon found that the best approachtawasform individual women about
the opportunity. The SHG federations introducednhe their member SHGs, and team
members explained to the groups that they wereirigofor Shakti Ammas (SAs), women
who could act as village level distributors for Hipgkoducts. They explained that the goods
would not be sold on credit; the chosen women wdwalde to provide their own capital of
ten thousand rupees, or about $220, from their msources or by borrowing it from their
SHGs. They would have to keep their own records et HUL distributors and local sales
promoters would help them with sales promotions.

Most of the women were not interested. They lackdticient confidence, or their husbands
were unwilling to allow them to go round sellingdther households, their homes were too
small or insecure to store any stocks, they wiéterdte or they did not think they could raise
the necessary capital. Two or three women wouldcély volunteer, who were usually
literate and were often the SHG leaders. One wbeldhosen, sometimes with the use of
simple psychological tests of initiative and indegence, and HUL trained the selected
women for a half day in sales methods and proceatufes, and a further half day in record-
keeping. Refresher training was offered every timeaths, which also included information
about new products and promotions.

HUL allowed the women to return any unsold goodsligiributors, so long as the cartons
were unopened, and a free accident insurance polay given to the households of
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successful SAs. It was initially estimated that em@man could sell about $450 worth of
goods a month to around five hundred householdsh \Afh average net margin of eight
percent, and some small expenses which amountaduaher three percent of sales, she
could thus earn something over twenty dollars atmowhich could in many cases double
her family’s income.

The HUL staff initially encountered some hostilitsom local village kirana or grocery
shops, but this was overcome by allowing the SA oo sell to the shops as well as the
consumers. They were allowed an additional threeegoé discount on these sales. This
allowed the SA to earn more because she now retdlree retail margin in addition to the
discount HUL offered her, and by also selling dieto consumers she was able to promote
her own sales but also indirectly to promote furtherchases from thidrana shops, some of
whose stocks had been bought from her. (Ranganj&Ra007)

Shakti Ammas were appointed in the relatively poasilages which did not qualify for
inclusion in the ‘higher market segments which hmeen identified when HUL redesigned
its marketing strategy. One SA was usually apeeirfor each village with a minimum of
about 2000 population, and she would also servia@hy smaller villages. HUL had found
that the average rural household would spend abautiollars a month on soaps, detergents
and cosmetics. They asked each Shakti Ammas tthsehmount of goods to all the families
known to her, which made the task seem achievable.

HUL set up a large support system to service thakAmmas. The women are serviced by
dedicated ‘rural sales promoters’ (RSPs) who arpleyed by HUL. Each one of these
covers something between thirty and forty Shaktirdas. He (most are men) visits each of
his SAs once a month, or in some cases once imterths. He accompanies newly recruited
SAs on home selling visits, explains new productd promotions to them, and takes their
orders for new stocks. These are passed on to Hlbdspendent dealers who deliver the
goods, generally within two to three days, andemlpayment.

The RSPs are paid about two hundred dollars a mphth around sixty dollars for expenses,
and a bonus of about fifteen dollars if they achiéiveir sales targets. Their main task is to
ensure that the SAs sell more, so that they camdbkres make their targets. Since almost
half the SAs drop out each year, the RSPs also teabtelp in identifying new candidates.
They submit suitable names to their superiors ifwal fselection, and then have to train and
orient the newly recruited SAs.

HUL allow the SAs to sell non-competitive productsjch as mobile phone airtime,
unbranded staple goods, sugar and biscuits and.sbhey did not originally allow them to
stock other branded goods but this policy is ba&rgded as an increasingly number of SAs
‘graduate’ and set up their ovkirana shops. Many newly appointed SAs are already rgnin
kirana shops; they are selected because other SAs fadhieve the demanding sales targets
which are set for them.

Since the initial launch in Nalgonda in early 20@tpject Shakti has been extended to the
states of Karnataka, Gujarat, Madhya Pradesh, Pttadesh, Tamil Nadu, Chattisgarh and
Orissa. In mid-2010, there were about 3000 Shaktnas in Andhra Pradesh, out of the
total of 45000 in the whole of India. The Projeeishbeen implemented in different ways
across the country; in collaboration with State &ament agencies, or with NGOs, SHG
federations, financial institutions or directly oigh individuals. In general, however, these
agencies have done little more than to introducel H&J the SHGs with which they are
associated. Thereafter, HUL have selected the SA® lsave worked with them as
individuals.
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By 2005 Project Shakti had been built to includ€@b Shakti Ammas, who were selling a
total of one hundred million dollars worth of HUlogds. Since that time the sales have
remained more or less static, and have increasadi@wer rate than inflation. The overall
numbers of SAs is also dropping slightly, becausmauts are not always being replaced.
The original aim was that the Shakti Ammas woulddoice between fifteen and twenty
percent of HUL's overall revenues, and would reeigjinty percent of the rural population, or
half a billion people, and this had already beaved to be unrealistic. (Kei et al, 2005). The
results peaked at that time, partly because sontleeoProjects ‘champions’ at HUL left or
moved to other work in the company, and partly heeathere was a clear need to improve
the economics of the operation. The SAs were supgdoy a large dedicated sales and
promotion team, but the sales per SA barely jestithis cost. As a senior HUL manager put
it: ‘we have quantity; now we need to build qudlity was clear that what he meant by this
was profitability.
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4  Findings from the Fieldwork

The following sections summarise the more importardings from the survey of thirty six
Shakti Ammas. We assess the gains or losses amdlte added to the SAs, the SHGs, their
communities and to HUL. In general, our findingsnfion and supplement the above
descriptions of Project Shakti and how it operatdsch are based on secondary data such as
company reports and websites, case studies andviewes with HUL staff. There are
however some inconsistencies. These may apply iontiie areas where the women were
interviewed, or they may be symptomatic of misinfation at higher levels.

4.1 Sample profile

All the 36 sample Shakti Ammas are women. Thieguired for the job, and 96 percent of
all SHG members are in any case female. Their aigges between 24 and 62; the average is
thirty six years. Thirty two are married, three arglows and one is unmarried. They had
been working as Shakti Ammas for between one amdnsgears, with an average of four
years.

Twenty of the 36 SAs belong to the ‘other castéégary of society. Caste is still very strong

in rural India, and this means that these twentyneo were not from the lower castes.

Thirteen were from the ‘backward castes’, meaniraj they were probably quite poor, and

only three were from the ‘Scheduled castes’ whouatelly the poorest people. They used to
be known as ‘untouchables’, and are still treatedwch in many rural communities.

Twenty six had attended school for between sixtandyears, and six had attended a college
of some sort. Only the remaining four had five gear less of schooling, and all were
literate, as the task requires.

Twenty of the 36 were leaders of their SHGs. Baiféreducated and women belonging to
higher social categories tend to be elected as B@ers, and they were obviously the best
candidates for HUL to select as village retailers.

Three quarters of the sample said that their pgnmacupation was business; they were
usually referring to their work as SAs, as welltaghe other retailing work in which many
were also engaged. The remaining quarter work faregnment, or in other jobs, or in
farming and as casual labourers. The caste andpation profile of the sample shows that
the SA’s are generally not poor and were not seteoh the basis of their need.

The official poverty relief system in India inclusl¢he right to receive limited amounts of
heavily subsidised staple goods, such as rice,isgakl and kerosene. A number of SAs are
also the official distributors of these goods; theblic distribution system (PDS) like most
such programmes in India, is plagued by corruptéom inefficiency, and many local

distributorships have been allocated to SHG membes effort to address these issues.
(Harper M 2000)

This has led to some improvement, but eligibilisy the goods is also problematic. Being
officially ‘poor’ brings access to many benefitgidaration cards are often distributed more
on the basis of political patronage, or in orderaithieve target numbers, so that the
possession of a ‘white card’, which denotes maximetigibility, often bears little
relationship to the actual economic status of thiddr. Thirty four of the 36 sample Shakti
Ammas had white cards, and one had a yellow, eenith still denotes poverty, but at less
serious level. Only one was officially not poor thys standard, but possession of these cards
actually has very little to do with actual poverty.
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This data on official poverty cards contradicts #eglier information on occupation and
caste, and the findings on household monthly inofghe Shakti Ammas confirm that the
SAs are generally not poor. Their monthly incomasyvbetween Rs.3,000 and Rs.30,000
with an average of Rs.11,3350r some $250. Halfiefsample households’ monthly incomes
are between Rs.5000-10,000; another one-fourth adfiséholds’ income is between
Rs.11,000-15,000; five earn more than $350 a mantt,only five earn less than a hundred
dollars. Only one-third of sample households eass than $2000 per annum. Income data of
this kind is notoriously unreliable, but it is figicertain that these are not poor people by the
standards of rural India. Personal observation ioosf this; they did not ‘look poor’. A
number of informants also remarked that the villagiee, the best off SHG members, are
often unwilling to take on a role of this kind besa it is socially demeaning to go door to
door, or they may be forbidden from such behaviyutheir husbands.

As stated above, over half the 36 sample Shakti Amare leaders of their SHGs. All the
nine Shakti Ammas whose household’s primary ecooaitivity is other than business are
SHG leaders. It may be that the non-leaders weablarto spare time for group activities as
they are busy with their own business activitiesother cases, the non-leader SAs may have
been chosen by HUL because their husbands wererswhédocalKirana shops, and were
thus well-qualified to distribute more HUL gooddeTfollowing table shows the position in
more detail.

Table-1: Primary Occupation and Position in SHGBIOL Agents

" Business Non-business Total
Position
F percent F percent F percent
1. Leader 11 40.7 9 100.0 20 55.6
2. Member 16 59.3 - - 16 44 4
Total 27 100.0 9 100.0 36 100.0

Case study-1: Latha of Cholleru. A successful Shakinma

Latha is not poor, but nor is she rich; the fantilgs a little land, and her husband has a half day
clerking job at nearby explosives plant. She usedo a little tailoring work for her neighbours,
which sometimes earned her a dollar a day; her sgwmachine is now gathering dust in the corner
of her house; her Shakti Amma business is a muitér lveay to earn money.

Latha was one of the pioneers of the SHG movenientgs
started her SHG in 1995, and was naturally elecid
President; she still holds the office in the oragjirgroup,
from which three other groups have split off in t
intervening fifteen years. There are three hund
households in Cholleru, and 456 SHG members. Some
members of the same household, but most womenei
village are members of groups like Latha's as vesl of
state sponsored velugu SHGs, in order to accessclust/
loans and subsidies. They have white ‘BPL’ beloweply [t
cards as is necessary to be eligible for membershiglugu
groups; they mainly obtained their cards by paying usual
$10 bribe.

Life is hard for the villagers, but Latha says thasual
labour rates have increased from about one doltathree
dollars a day since she started her group; shekthitmat the
main reason is the government NREGA, which guaesn
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every household one hundred days of work every. ¢ velugu programme has also helped; when
she started her SHG it was financed by bank loari2percent annual interest. The members in turn
borrowed from the SHG at 24 percent interest, a per cent a month. Then PEACE, a local NGO,
started an SHG federation. The member SHGs pajoki@nt interest on loans from this federation;

borrowing from the bank was always a slow processl the members also felt that it was worth

paying more because the margin went to their owderftion. Now however, they naturally prefer

when they can to borrow from their velugu SHGdhete percent interest.

She heard about Project Shakti from PEACE, andr afte had attended a meeting about it she
applied to be the Shakti Amma for her village amel surrounding area. The allocations were made
on a day when she was away visiting a temple,es@dsition was allocated to another woman in her
= SHG. This woman bought the required initial stock
| of $220 worth of HUL goods, but she found that
sales were very slow. After some months, Latha
took a $100 loan from her SHG, bought the
remaining stocks and took over the position; the
local HUL representative was pleased to find a
replacement so easily. One or two other members
were slightly jealous of Latha, but it was cleaath
they were not prepared to do the necessary work.
Latha was not poor, but she was by no means well
off. Better off women preferred to use their SHG
| loans to expand their own money lending business,
and not to bother with HUL products.

Her biggest outlet for HUL goods are the main ka&ashop in Cholleru and 12 other kirana shops to

which she delivers in nearby villages. She sdisua $700 worth of goods to them every month, and
about $200 worth to villagers who come to her hawskuy. She used to sell door-to-door when she
started her HUL business, but she has now dropipisd Her husband helps with the HUL deliveries

in the afternoons when he comes back from his job

Latha estimates that she makes something over drédmollars a month from her HUL business.
Her Sales Promoter comes every week, to seorders and explain new lines and promotions.
Latha tells him whenever she is dissatisfied withdervice she gets from her dealer, such as
half packages, old stocks and so on. When her d&&e to charge her too much, and to
bill some items at pre-offer prices, HUL took thealkgrship away from him. It is sometimes
difficult to keep track because of the frequentepeffers; the same soap bar can be priced
at four, five six or seven rupees, depending orchvbffer is being promoted.

Latha makes more money on her retail sales thasades to kirana shops. She pays 490
rupees for a carton of Clinic shampoo sachetsjristance. When she sells it to a dealer, she
gets 530 rupees for the carton, but if she sebisstichets individually the total sales value is
640 rupees. Most of her retail sales are on crediwever; she has never experienced any
bad debts, but some customers may take as lonix asosiths to pay. She knows very well
that this is affordable if she is financing the tahth a two percent loan from her velugu
group, but she can only borrow a limited amountfrthat source. She sometimes gives her
regular retail customers a 5percent discount whamyt pay cash, but she ignores the
‘official’ HUL discount of three percent to SHG mieens, because everyone is a member.

Latha also sells around $300 worth a month of nomypetitive non-HUL grocery goods, as
permitted by the Company. She also bought 25 Ruaiér filters from a different division of
HUL in November 2009, and had sold 21 of them byusuin 2010. She made $3 on each
one, but she has decided not to sell any more; nadiriitie people who bought them have
stopped after replacing the filter once or twice.
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She also sold VisionSpring spectacles. She solddb8 in four years. They sold for about
$3.80 a pair, and she made about $1.10 on each pair sales dropped suddenly when it
was reported that they were not as good as propamscribed spectacles. Latha had been
given some simple training in sight testing ancesihg the correct lenses, but she has
nevertheless decided to stop selling them. In ggithe problems, she thinks that her HUL
Shakti Amma dealership is the best way to earn ynfaéher family.

4.2 HUL support for Shakti Ammas

HUL supports the Shakti Ammas before or at the toheelection, and after selection, in
order to enhance their business skills and throtggm to promote awareness of HUL
products among rural customers.

Twenty five of the 36 sample Shakti Ammas were todav to market HUL products at the
initial ‘joint meeting’ which was facilitated by ¢ promoting agency. They were given
further one-on-one training by their RSPs once tey started working with HUL. Early in

the Project joint meetings were organized for wagkBAs at various times for training and
information sharing, but these had not taken ptacently.

At the beginning of the Project, the RSP and Shaiktma together visited 30-40 households
every one or two months to promote HUL products sindescribe the offers and schemes
which were available. Most of the sample Shaktindais stated that this practice had now
been discontinued, and this was confirmed, albdi wome reluctance, by the two HUL
RSPs whom we interviewed. The greater availabibtytelephones means that the many
RSPs communicate with the SA’s for whom they aspoasible by telephone rather than by
personal visits.

One of HUL’'s main reasons for working with SHG merswas that they could borrow
money from their SHGs to finance their stocks oflHbfoducts. The bank loans to SHGs
were however often insufficient to allow one memteetake the relatively large sum needed
to finance her purchases from HUL; in some cases Hélped the SA’s to borrow direct
from banks, but they never provided any formal gnsge. The fact that a women had been
chosen by HUL to sell their products was in itgeifimportant recommendation. The sample
Shakti Ammas all said that they could borrow frdrait SHGs when they needed to, but only
ten had borrowed to finance their HUL stocks. Ttlen26 had used their own money or had
borrowed direct from banks or elsewhere.

Twenty three of our sample of 36 SAs had partiggdh ‘Shakti Day’ programmes, where
HUL organised a village show to create awarenesmgmural households on HUL products,
to introduce new products and to introduce the BhAkimas and their role to the

community. At the beginning of the Project theseal®hDays were apparently organised
once or twice every year, but since 2007 HUL haly @rganised Shakti days when
releasing completely new products; this is a faiase occurrence.

All our 36 Shakti Ammas said that the HUL dealep@dies goods direct to their homes.
They liked this benefit because the goods weralantaged, and they did not have to pay for
transport or to waste time collecting goods thewesel They also appreciated the HUL
television advertisements, and some had noticeddpaweific campaigns affected their sales.
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All the 36 SAs said that their HUL dealers delitkeir orders to their homes between one
and four days after they have given their indémtheir RSPs. If any items are out of stock,
the dealers send them later with the RSP or bydousther local transport, or sometimes
bring them on their next visit. At other times tBhakti Ammas collect un-delivered items
from the dealers themselves.

The Shakti Ammas do not have to pay advances oosispor to prepay their bills to get
HUL stocks. They pay cash on delivery to the desalezpresentatives. In a few cases,
however, SAs who do a large amount of businesshaneé been known to their dealer for
many years are sometimes given one week’s creditdfdo a fifth of their bill..

Two-thirds of the Shakti Ammas sell HUL productsotighout the year and the remaining
one-third sell only seasonally. Most of the latiee also dealers for the government public
distribution service (PDS); their sales of subsidisation goods are seasonal, and they fit
their sales of HUL goods into the same pattern..

Most of the SAs were quite satisfied with the sypgituation; their orders are delivered in
full, there are few damaged goods, and the compmhatiyers goods including gifts and

special offers reasonably reliably. Supplies weregular at the beginning of the Project
when there was only one HUL Dealer for an entisgritit, but this has been improved and
there is now a regular supply of goods becausestisean HUL dealer within 50 Kms of

every SA. Some SAs reported that a few dealersoi@always supply the right free gifts and
other offers along with the stock. One Shakti Ammade a complaint to HUL against her
dealer about this, and HUL cancelled his dealership

4.3 The role of SHG Federations and SHG Promotion Institutions

In the early years of Project Shakti, support agensuch as the local District Rural
Development Agencies (DRDA), non-governmental oiztions (NGOs), SHG federations
and banks played important roles in facilitating tinkages. SHG federations helped to
identify prospective SAs. DRDA and NGOs raised amass and provided information and
support for meetings and other contacts, and bankisSHG federations provided credit to
SHGs to enable the SAs to finance their stocks.

The role of SHG federations has always however lbesthan was originally envisioned.
One reason for the failure of HUL's early plan &euhe federations as wholesalers was that
the federations were unwilling to bear the init@sts, which would have included the
construction of suitable buildings. The federatioembers were also unwilling to pay other
members to manage the business. This initial r@hegt was the main reason why HUL
abandoned this approach and decided instead taegmindividual members to be retailers
on their own.

Peoples Action for Creative Education (PEACE), aaloNGO in Bhongir in Nalgonda
District, helped HUL to identify SAs in the earliages, through SHGs and SHG federations
which it had promoted. There was no evidence tetSHGs themselves benefited from this,
although some individual members did, and HUL dd offer to pay PEACE for their time
or the expenses incurred. Now that the initialddtrctions have been made, PEACE plays no
further role and HUL's staff meet the SHGs and tdgmew SAs as they require, without
assistance.
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Agencies such as the District Rural Developmentndge(DRDA), some NGOs and SHG
federations played a key intermediating role betwd® SHGs and HUL particularly in the
start-up phase. They organized meetings with SHi&région members to publicise the
opportunity and shared information with the SHG rbems and helped to identify
prospective SAs. The following table lists sometled key roles and expectations of these
intermediary institutions at the beginning of Pobj8hakti

Roles of Various Intermediaries in initial HUL-SHG

Agency Role Expectations
DRDA » Information on marketing of *  To provide income generation
HUL products opportunities to the rural poor
« Organized meetings with SHG and vulnerable women.
Federation members at sub- +  To enhance the household
district level income
» Facilitated issue of licensesto +  To provide linkages with the
allow SAs to sell HUL goods corporate sector
* Facilitated bank loans for SHG: «  To provide lower cost
with SA members consumer goods
NGO * Information on Shakti project +  To provide income generation
e Organized joint meetings of opportunities to the rural poor
SHG/federations with HUL and vulnerable women.
representatives To enhance household incomes
» Facilitated SA selection proces *  To link people to corporate
* Provided credit directly or sector suppliers and buyers
through SHGs to Shakti Amma ¢  To provide lower cost
consumer goods
Bank * Promised to provide credit *  New credit customers
linkage (did not always deliver) «  On-time loan repayments
Federations «  Information to SHGs on Projeci +  Improved repayment of loans

Shakti

Identification of Shakti Ammas
as per the guidelines of
DRDA/NGO and HUL.
Provided working capital as
credit to Shakti Ammas

by member SHGs
Financial & livelihood services
to SHG members

Many of these expectations were not fulfilled, hesma HUL found that it was better to
appoint and deal with individual women as SAs rathan to work through the three level
channel from the federation to the SHG and thatstmembers. One of the weakest areas of
support was the provision of credit, which was afig¢he main reasons for working with
SHGs in the first place. The banks did not seePtfigect as a sufficient reason for relaxing
their normal lending criteria, or for extending radhan the usual amount of credit to the
SHGs, and in the event most of the women who welected as SAs were able to obtain the
necessary working capital from their own resources.

The managers of Maitri, Manjeera and Vasundaraett8HG federations in Jagdevpur in
Medak District of Andhra Pradesh, close to Nalgonsiih a total of 513 SHGs and 7533
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members, were asked by HUL at the beginning oPtfugect to suggest names of SHGs and
members who appeared to have the potential tofbetige Shakti Ammas.

They made their suggestions from their member SH&sed on the criteria which HUL had
given, which included ten years of education, goochmunication skills and community
rapport, residence in well-connected villages, litgktio raise the necessary $220 of working
capital, and already working from home, rather tbatside, usually with a small home-based
business. Most of the women they suggested weieedsearers in their SHGs, because such
people were better known to the federation stadf\@are in a any case more likely to satisfy
these criteria.

HUL finally selected a total of twelve SAs from tf®HGs which the federations had
suggested, but thereafter the federations playddriizer role in the Project.

4.4 The Role of SHGs

HUL selected most Shakti Ammas directly rather tttapnugh intermediary agencies such as
their SHGs. Three quarters of the 36 sample Shaktmas were selected by the HUL
representatives, sometimes but not always on tbenmmendation of the DRDA or NGO
which had promoted the groups. Seven Shakti Amma® wiominated by the DRDA or
NGOs, using the HUL guidelines. Another seven af sample applied to be SAs on their
own initiative themselves to market HUL productsilyODone said that she had been selected
by her fellow SHG members. Another said she hacdh bdwosen because she was an
Integrated Child Development Scheme worker in tiilage. The SHGs appear to have
played a rather modest role in the selection psoces

The staff of DRDA, NGOs and HUL said that at thegibaing of the Project, HUL had
involved the self-help promotion institutions, kafter one or two years, the HUL staff had
instead directly approached SHG members who weeady engaged in marketing activities,
and had good relations in their villages, suchlalsl support workers, government Fair Price
Shop dealers and so on. Most SAs were selectétUhystaff; they gave preference to SHG
members who could invest in the business, or wkeady running &Kirana shop or some
other business.

The sample Shakti Ammas themselves, and othemi#ots, said that the ideal criteria were
SHG membership (which in rural Andhra Pradesh immething of a formality, as nearly all
rural village women are members of at least one Sk@ many are members of more than
one), a minimum of five years primary educationonder to be able to keep records and
indent for new stocks, ability to invest $220, mayibusiness skills or already being in
business, having good relationships in the villalgaying no other source of livelihood,
being vulnerable or disabled, having a good cresgtibrd in the SHG, and having support
from their husband or other household members tdaw-to-door marketing. In practice,
however, not all these criteria were realistic.

Most Shakti Ammas were selected because they cowldilise the necessary working
capital, and they had some past experience andiskmarketing and were already doing
some business at home, rather than being fieldut@ibs. This effectively excluded the poorer
women, including those who were disabled. Many psomen were excluded not by HUL
and the NGOs, but by themselves. There were, haweoee exceptions. One woman,
whose husband was disabled, had been earning fitypeents a day by making and selling
biscuits from home. She was chosen because okiusrience, and had now stopped her
biscuit making, and was making almost a dollaryata Shakti Amma.
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The age of the 36 SHGs of which our sample SAs wesenbers varied between one and
fifteen years. The average was eight years. Twdgstwere more than five years old, and
eight were more than ten years old. They had stdméore Project Shakti itself. The 36 SAs
had been members of their SHGs for between twditiadn years, with an average of about

eight years.
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5 The Impact and Sustainability of Project Shakti
5.1 The Impact on the Shakti Ammas

As is usual with fast-moving consumer goods, evésng, the trade margins are small. The
SA’s margins are complicated because of specidsdmal promotions, but the following
table shows the official prices as set by HUL.

Customer ying p g Rupees
rupees Rupees
Retail Shops 92 3
SHG Members from 97 8
SA’s home Rs. 89
Door to Door sales 100 11

On average, HUL claims that an SA sells about R¥)@@vorth of goods a month. The bulk
of sales are not to retailers, but to consumerghabthe average margin is between eight
percent and eleven percent, average earnings aseatbout one thousand rupees or $22 a
month.

This picture is clouded by the fact that most SAsmibt allow SHG members the three
percent discount which HUL introduced in order tac@urage groups to support ‘their’
Shakti Ammas. Because nearly every woman is a meoflan SHG, or more than one, this
discount became meaningless, and has been abanidpmeast Shakti Ammas. Only five of
our samples were offering it, and only to theirlcasistomers; most of their sales are on
credit, and they do not give any discount on tlsedes.

The 31 active Shakti Ammas in our sample (five stpped their HUL business) sold a total
value of about eight thousand dollars worth of Hutbducts during June 2010, which gives
an average sales of just over $250 each, or $3Q@@&ia Three of them spent an average of
eight dollars each on transport, and none repatsdstorage and other maintenance costs.
They reported net monthly earnings of an averagestfover thirty dollars each. Half had
earned between twenty and thirty dollars during ienth, and five had earned less than
twenty dollars.

The assets employed to achieve these results mdhe value of unsold stocks of HUL
goods, any amounts owed by customers for goods@vlcredit and the amount some had
invested in  baskets, boxes and other equipmeis. not easy to separate out the assets
employed in the Shakti Amma business from otheetasbecause most of the women were
already running a shop with the necessary equipniany of those who did not have a
regular shop were PDS ration dealers and had seockssof ration goods as well as the
HUL goods. None of them kept a separate sum of asthe HUL business, so this item
does not appear.

Case study-2: Padma, a successful Shakti Amma

Padma started her SA business in 2004. Another meofther SHG had been offered the
position by HUL but she was too busy. Padma man#gedusiness on her behalf for a few
months and then took it over completely, with HUdpproval.
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She sells between $150 and $250 worth of HUL gewdsy month, and estimates that she
makes about $40 profit, including the value ofrpations and special offers. The HUL sales
representative calls on her every month. He talebhders, and passes them on to the local
HUL dealer, but Padma also places orders by teleghcShe did some house-to-house
selling when she first took on the SA position,ding now has no time for this. Like all SAs,
she has had some problems with HUL. Their fieddf Stometimes remove the gifts which
accompany promotions, they are reluctant to takekbansold goods in spite of the
Company’s commitment, and they try to persuadettvdake slow selling goods or items
which are about to have price reductions. Neveds®l HUL brands are well known and
relatively easy to sell. She also has a PDS ratlealership, from which she makes about
$100 profit a month, and she earns $150 a monthnagdministrator in the Federation. Her
family earns a further $500-$600 a year from sellarops they grow on their smallholding.

She took an initial stock of five ‘Purit’ drinkingater purifiers, which are also marketed by
HUL. She sold them, and found that they had begnpapular with women who worked at
home rolling local cigarettes, or ‘bidis’. The wome&rank more water because it tasted
better than before, and thus reduced the leg ptiieg suffered because of the way they had
to sit to roll the bidis. In spite of this, howey&adma said that she did not stock any more
‘Purits’ because of quality problems, such as legkiaps, and because of the high price of
replacement filters. Padma finances the HUL businegh her own money, and prefers to
use her SHG loans to help to pay for her childregdsication. She herself has a degree from
a local college, and her daughter is taking a BSpharmacy. This costs Padma about $500
a year, but she also tries to send another $508et0son in the United States. He won a
scholarship to Southern Alabama University, buhbeds additional spending money.

The women had raised the majority of the workingiteh from their own funds. Smaller

amounts had been provided from other sources wihidided the HUL dealers and banks.
Five of the 31 women had borrowed from their SH&%l two had been allowed credit by
their HUL dealer. All HUL’s sales to SAs are forstaexcept for the ‘platinum’ class SAs,
who sell over $550 worth of goods a month. Thegé berformers are allowed 15 days
credit for half of their purchases. They are aldigible for special gifts and promotions.

Only one of our samples, Latha of Cholleru villageas a ‘platinum’ SA. Nine were

‘diamond’ class, selling between $350 and $5H0were ‘gold’, selling between $220 and $350,
and the rest were ‘silver’, selling below $220.

The following table is an approximate average ‘batasheet’ for the 31 active SA’s in our
sample. It also includes the numbers of SA’'s who &agarticular asset, or used a particular
source of funds.

Assets, uses of funds Liabilities, sources of funds
Stocks All $145 Payable to | 2 cases $10
HUL dealer
Accounts 23 cases $100 Borrowed 5 cases $40
receivable from SHG
Equipment | 8 cases $75 Own funds | All $270
Total $320 $320

Many of the women said that shortage of credit Wes main reason why there was little
competition by SHG members to become Shakti Ammasumber of SA’s had apparently
dropped out of the Project in its early stages bsedheir expectations of getting credit were
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disappointed, and some women also said that tldds gurnover was lower than it could
have been because they could not mobilize largauatrad working capital.

5.2 Impact on Shakti Amma’s households

We have seen earlier that the SA’'s monthly earniingm their HUL business was on
average about thirty dollars. The women do note®mm very poor households, and in 29
out of the 36 cases their income from their HUL ibess was under a quarter of the
household’s total income. In the remaining sevesesait was between a quarter and half the
family’s income, and never more than half. Thetdbation of HUL business is significant,
but it is a supplement rather than the main sooféecome.

The Shakti Ammas receive a great deal of suppon fiheir household members. Thirty two
of our sample of 36 said that their husbands helpsd said their children helped and six
mentioned their in-laws, presumably referring tosd who lived in their extended family
households.

The nature of this help varied. Most referred ttpheith transport and work in their shops,
but they also mentioned book-keeping, finance, dedtection, sales promotion and
preparing their indents for new supplies from thdlLHdealers. This assistance is often
associated with the fact that the women, or otlamily members, are running other
businesses, so that assistance with one can shes as well.

Well over half the sample Shakti Ammas said thairtlhusbands play a major role in
managing their HUL business. A third said that riagponsibility was shared by the husband
and wife, while the remaining five SA’s said thaéy managed it on their own. In the higher
caste families, the husband was more likely to @amajor role. In so-called ‘backward’
caste families, husband and wife usually playeceamal role in managing the activity. In
general, the women seemed to play a smaller rale tiieir husbands in managing their HUL
marketing businesses.

Social Categories of family member running the Hulisiness
Social category

Person playing th: ‘Scheduled’, ~ ‘Backward’  ‘Other better- ~ Total 36
major role lowest caste, 3 lower castes, 1. off Castes, 20 cases
cases cases cases
1. Wife 1 1 3 5
2. Husband 1 5 13 19
3. Both 1 7 4 12

Although Project Shakti was intended to provide Eyment to rural SHG women, in
practice it appears to have made little differetec@vomen’s roles. . This may be because
many of the SAs, even before they took on the Hlgeray, were running a shop in the
village. The HUL business has not made a significfiference to these women’s roles, and
the men’s role tends not to be recognised.

The majority of our sample of 36 Shakti Amma houdés was engaged in multiple
economic activities. Almost half of them were rumni kirana shop, a quarter of them were
tailors, and another quarter were farmers. Six WABS fair price ration distributors, five
were raising dairy animals and three ran tea shapfe others were employed, or were
running other small businesses.
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The SAs were asked to compare their HUL activitthvather household economic activities.
The majority said that HUL was more profitable,uggd less investment and took less time
than others. Around a quarter disagreed; theyitfelas less profitable, with more investment
and occupied more time than other activities. Ttexded to be those who also ran ration
shops and other businesses.

One woman compared her income from HUL to whalydabourers can earn through the
National Rural Employment Guarantee Act (NREGAhisTis a new programme under
which every household in rural India is entitled1i@0 days work a year on various public
works, at a minimal wage. She said that on an aeetlae NREGA labourers get Rs. 100 per
day, or about $2.20, whereas a Shakti Amma earmsndra dollar a day. She did not
compare the time she spent on her HUL business théhfull eight hours manual work
demanded by the NREGA, but she was right to comcthdt it would not be possible for a
poor person completely to depend on HUL for tie@ome.

5.3 Impacton SHGs

Only five of our sample of 36 Shakti Ammas reportieat any other members of their group
had benefited from the Project. These were theSiké&s who were offering the three percent
sales discount to SHG members which was includeddroriginal Project Shakti guidelines
but is generally not offered, because most SHG beesnbuy goods on monthly credit Both
SHG members and non-members benefit from HUL'suesd; promotions, which include
gifts and offers, and some members may learn abese earlier than non-members, but this
is not a significant benefit. They did not mentamy other benefits to fellow-SHG members.
Other SHG members to whom we spoke agreed; thetliattone of them was a Shakti
Amma was not of any particular significance to them

There had apparently been some minor squabblas;iparly at the start of the Project when
the first SAs were being chosen. In one case, tivaedisagreement between two SHGs in
the same village. One wanted one of their membdrs already had &irana shop to be
chosen, while another SHG in the same village whatenember who had recently returned
from working elsewhere to have opportunity. HUUgesl to resolve the dispute. They
selected the returned migrant, but insisted thatagiteed to sell to tHerana shop owner at
the maximum allowed rate of discount.

Some members of one SHG complained that ‘their'sS#d not give them the three percent
discount which was mentioned at the original megstinThe SHG’s President passed the
complaint on to their federation, whose staff répdrit to the local HUL sales promotion
manager. He discussed the issue with the SA atgkepromotion and sales meeting in the
village, and asked the SHG to give the SA a lodreyTagreed and in return she agreed to
give the three percent to all her cash customecause all were members of at least one
SHG. .

The Project has apparently had little impact on SHfsoup solidarity, within and between
SHGs, because most of the Shakti Ammas were sdlégtélUL staff or in a few cases by
the promotion agencies, following the Project Shgltde lines. There is little competition
for the SA positions, hence the selection processlitile impact on the groups. Many SHG
members lack business skills, or are unable tosin® required amount in HUL stock. They
may also find it difficult to take goods to othellages or shops, or they may merely have too
many other things to do. During the pilot phasehef Project, there was occasionally some
competition for SA appointments between the leaded the better-off members of SHGs,
but this had no long-lasting effects.
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SHG members and their leaders were initially verteriested because they thought that
Project Shakti was a government programme, likenany other micro-business programmes
being implemented by DRDA; they hoped that subsidiad low-cost bank loans would

come with it. But they were soon disillusioned byaw they learned at the initial joint

meetings with SHG members, HUL and SHPI staff. Mapyplicants lost interest at this

point. A number of SHG members who were not pedip could invest the necessary
amount, were educated and had some businesswé&iésdropped as they were unwilling to
make door-to-door sales; they felt that this wdalder their social status.

Eleven of the 36 Shakti Ammas said that their wakl no effect on their group’s finances;
nine said that they occasionally took loans from gnoup, five said that their groups gained
by earning interest on the loans they had takere@gid said that they had been able to repay
their loans regularly, unlike some other membersjdet Shakti has thus had a minor but
positive effect on the finances of the SHGs to White SAs belong.

In general, our field findings suggest that the i the SHGs was fairly limited at the outset,
and has been insignificant thereafter. As discuadede, only one of the 36 SHGs to which
our sample belonged played any role in the seleabf the Shakti Amma, only about a
quarter of the SAs used SHG loans for their HULihess, and, fundamentally, HUL

marketing is an individual member activity rathiean a group activity.

We asked our sample SAs what methods they usedctease their sales. None of them
mentioned their SHGs in this context. Three quartérthe women said that they had done
some door-to-door campaigning and direct selling,denerally not in recent years. Half of

them had helped HUL to organise ‘Shakti days’ tonpote new products and promotions,
and they also used HUL'’s special offers to imprthar business. Just over half sold goods
on credit, usually on a monthly basis, and theynébthat this was by far the most effective
way to increase their sales. . A third mentionadegppromotions, and sixteen of the SA’s said
that they had increased their business by sellibg Poodstuff and products of other

companies besides HUL.

During discussions, the Shakti Ammas said that Ibthe business promotion strategies,
selling on credit worked the best, because of rpeiple’s irregular cash flows and low
purchasing capacity. They agreed that they nevereaf discounts to credit customers, apart
from price concessions which had been promoted By.Hrheir margins on credit sales
were therefore relatively generous, and debt ciidieavas generally not a serious problem.
They also said their sales of HUL products bengfitem the fact that they were also selling
PDS ration products and others goods.

We were also told of cases in the early days ofttagect when SHG membership was not so
widespread, where the HUL field promoters had idiedt suitably qualified candidates who
were not SHG members. Project Shakti was knownusecd worked through SHG, so the
HUL promoters had apparently asked the women tmleinr an SHG merely in order
complete their eligibility for the SA dealershifhis presumably benefited the SHGs which
they joined, but was something of a reversal ofdhginal design. It may be that “shell”
SHGs were created for the sole purpose of pretgritiat pre-selected individuals are part of
SHGs. It was even said that some HUL staff, becatifiee pressure to ensure that SAs were
SHG members, had promoted their own SHGs to incthde chosen agent; we were not
able to verify this.
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5.4 Impact on Communities

The HUL products which are sold by the SAs werdlalike in 32 of the 36 villages before
Project Shakti. They could be bought fraditana shops in most cases, in periodic markets
and from nearby road side traders.. The Shakti Asngaad that many villagers, including
some of their fellow-SHG members, bought HUL pradutom nearby villages and towns
before and after Project Shakti, rather than frbentselves. They preferred to buy from
people whom they already knew, or frafirana shops which were run by women who had
stopped being SA’s and were running these shopsads

There are between one and fifteen retail shopisdar86 villages where our sample of 36 SAs
live. Only one village has just one shop, and tlagomity have between two and four shops;
most of the SAs live in small or medium sized gia. The Shakti Ammas said that they
generally sell to around one hundred clients, ngaonl credit. They have to pay cash for their
supplies, but they continue to sell on credit beeathe villagers need it and because of their
earlier business relations with the villagers. Unithese circumstances, it is very difficult for
any new SA to compete with other shop-keepersérviltage.

The villagers to whom we spoke have mixed opiniabsut Project Shakti. They appreciate
the local availability of many different brandednts, but they criticise the SAs, as well as
other shop-keepers, because they take advantagestwimers who have to buy on credit by
selling them less popular HUL products in ordeclhear their unsold stocks and reach their
sales targets. They also remarked that there ang o@pies of HUL products which are in
good demand, with similar names, such as ‘Climic’‘Clinic’, Fare and Lovely for Fair and
Lovely, Rim for Rin, and so on. The shop-keepammwte these imitation products since
they carry more generous profit margins than theugee HUL products.

The impact of Project Shakti on the community i$ significant. There is little competition
between Shakti Ammas and otl€rana shopsin their villages because many of the Shakti
Ammas already have shops in their village so thesgon of competition does not arise.
There is no difference in the prices of goods betw8hakti Ammas and other shops, since
both are selling at the published maximum retadcpss, which must in India be printed on
the packets. The HUL dealers give more or lesssttmee discounts to Shakti Ammas and
other retail shops in the village, and the SA’svite wider choice.

Although HUL is India’s largest supplier of fast-mieg consumer goods, its products do not
constitute a major share of a typical village skogbtal turn over; the major sales are of
unbranded staples such as rice, flour, cookingrull sugar. The retail shops themselves can
get slightly higher margins when they buy from 8#'s, but they tend to prefer HUL dealers
and other sources in nearby towns where they etaorgdit. They need this, because most of
their customers can only buy on credit..

The question of competition between Shakti Ammas dbes not arise because there is only
one SA in each village, and she services the smallages and hamlets in her area. We
heard of one case in Jagdevpur village in Medakribiswhere HUL appointed two SAs to
cover a rather large village, but it treats theno@s, and only bills supplies to one of them.
Both are equally eligible for the gifts and othenbfits which SAs enjoy.

Project Shakti and the SHG channel did not so niicbduce a new distribution channel as
extend one that already existed. Many of the Skeadly owned their owkirana shops and
supplemented this business with their HUL SA swglOther SAs sell mainly through other
local shops, and this does not affect overall abdity of HUL'’s products in the village.

34



The Shakti Ammas do not seem to have increasedvhiability of HUL's products in the
villages, but they do provide more competitionsthresumably increases the visibility of the
products, and thus their sales. The SAs are nompeting with existing shopkeepers, except
of course when they are shopkeepers themselveseT88s who do not also run shops
confirmed that it is difficult to compete with othghops because they offer a wider range of
goods, and they can usually offer more credit.
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6 Dropouts, Other Companies and Sustainability
6.1 Drop-outs

As we have seen, a large number of Shakti Ammag dub of the Project every year. One
HUL sales promoter reported that about forty perodérihe SAs whom he serviced dropped
out in a year, and another said that he had hadpiace a quarter of his SAs within three
months. PEACE, the NGO which was involved in thej&ut Shakti start-up in Nalgonda in
2001, reported that only one of the twenty-two S#wm they had proposed to HUL was
still running her SA business in 2010.

We included five ex-Shakti Ammas in our samplepiider to obtain some information as to
why they had dropped out, and what had been thadbgn them. It is naturally difficult to
identify people who have dropped out of any progreanbecause those who remain in the
programme may be reluctant to discuss those whe left; and the drop-outs themselves
may have left the area or be ashamed of what maydersonal failure. This issue has arisen
in earlier research on Indian SHGs (Sinha 2009);file dropouts whom we did meet may
not be typical cases.

Three of them were from the lowest ‘scheduled’ eastnd two from ‘backward castes’; they
were thus lower in the social hierarchy than méshe 31 SAs who had not dropped out. All

of them, however, were leaders of their SHGs. Fduthem had been SHG members for
more than nine years. Their primary sources of éloolsi income were similar to those of the
active SAs, except that they did not hddeana shops or PDS ration dealerships. Their
household incomes varied between $100 and $20@npath, which was rather lower than

the active SAs, although still well above the inesnof the poorest people.

They had earned between ten and sixty dollars ahrfoom their SA business, and had been
active SAs for an average of four years. Two hampped out less than a year before they
were interviewed, one two years before, and andtherfour or five years before. They gave
a number of reasons for dropping out. They all shé they had been disappointed in their
expectation that they would get bank loans to foeatineir stocks. They had thought it would
be a subsidised government programme, with gramtsheap loans. They had also been
unable to get credit for the non-branded stapledgatat HUL allowed hem to stock in
addition to its products, and the people in thdiages preferred to continue buying from
shops in nearby towns. Some also mentioned that dieer activities earned them more
money in less time than their SA business, or thay lived in the wrong locations. Some
had lost money when their customers did not pay tiks, and they found that higher caste
customers did not like to buy from them.

The five ex-Shakti Ammas reported that they hadlehstocks worth between $50 and $110
when they dropped out. They were able to sell saih¢hese goods to local retailers,
sometimes at a discount, and the HUL field staff hgreed that some could be returned.
Some of the unsold items were still stored in th@uses six months after they had closed
their HUL businesses.

Case Study-4 : Laxmi Krishna Veni, an SA ‘drop out’

Laxmi Veni has two small children, and she andhesband farm their small plot. She heard
about the opportunity to sell HUL goods in 2005ewlshe was talking to one of the staff of
the federation to which her SHG belonged. She &edrher initial stocks with a ten thousand
rupees (about $220) loan from her SHG, and soldiadobetween twenty and one hundred
dollars worth of goods per month for ten monthsafononthly profit of ten dollars at best.
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She found that it took a lot of time, she had tb@e credit and her customers repaid their
debts very slowly. After a year she decided todawn her SA business and to invest the
money in a small poultry unit instead. She alscusst a PDS dealership, and her total
earnings are now around fifty dollars a month.

Our respondents also pointed out that Project $kald not the only option of its kind. One
‘scheduled caste’ member of an SHG was selectddllyto be an SA, but she turned down
the offer because she found it more profitablestbcable TV connections.

6.2 Problems faced by Shakti Ammas

All business people have problems, and small etaére in particular always ready to talk
about them, particularly if they believe that theamplaints may reach the ears of their
suppliers.

Our 36 Shakti Ammas mentioned many routine problsomsh a supply difficulties, over-
stringent company norms, limited demand for some.tg0ods, restricted profit margins and
so on. Thirty said that their clients asked thempimducts from other competing companies
which HUL did not allow them to sell. Half of theaomplained about irregular supplies, or
supplies of goods for which there was no demand vérich they had not ordered. They also
mentioned cases where the wrong quantities had bepplied, or when goods had been
damaged. They said that they had often lost moregnvprices were increased or decreased
with little notice. As the last link in the valudain, they felt that they were also the last to
receive information, and were the dealers’ obviamlmice as a ‘dumping ground’ for
redundant stocks.

They also complained that the HUL dealers oftededaito supply the gifts or other
promotions that had been advertised. Over halSi#vs complained that the margins on their
sales to local shops were too low, and they alkedasvhy HUL was unwilling to supply
goods on credit so that they could expand theg@ssal

Nearly all the Shakti Ammas said that their custanveant to buy on credit, and to get larger
packages at lower prices, when possible from looatpanies. They said that HUL should
appreciate that they could only maximise their satf HUL as well as other products,
allowed to stock other branded and local companyymts.

6.3 Problems faced by HUL

HUL has managed to deepen its rural market, difyeits consumer base and increase it
numbers of outlets through SAs. It has been piadétaince 2004 though growth has begun
to level off. The Project was said to be contribgtibetween one and three percent of
company revenues within three years. By 2004, Brdghakti had grown to over fifteen

percent of HUL's rural business turnover in theiteries where it operated. That is quite
sizable considering that this channel represerascessible markets with low business
potential (Rangan and Rajan 2008).

The HUL staff to whom we spoke acknowledged tha Mck of finance was a major
problem for the SAs. They mentioned that they had $ome discussions with State Bank of
India (India’s largest bank, with some 10000 brasjrabout facilitating credit for SHGs, but
that it had been impossible to finalise any arramg@s because SHGs were eligible for
much cheaper subsidised credit, under the WorldkBassistedveluguscheme in Andhra
Pradesh but also under similar schemes in otherssta
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The local HUL Retail Sales Promoters (RSPs) regoatenumber of problems which they
face with the Shakti Ammas, with senior HUL manageand with the SHG promoting
agencies. The Shakti Ammas frequently drop ouhab new ones have to be identified and
trained, their sales are too low, their bills aot paid on time and they sometimes lack the
skills they need.

Like any junior field employees, they also havebbems with their employers. Their sales
targets are too high, their salaries and allowasmeestoo low, and they are transferred too
often so that nobody is one territory for more tleix months to a year. . They also
complained about dealers’ late delivery of stot&sShakti Ammas who are in distant
villages, and part-deliveries and stock-outs of ytap products. They mentioned that the
SHG promotion agencies such as NGOs, the governd&iDA, the banks or the
federations, which played some part in the inititoductions and nomination of SAs, had
failed to provide any continuing support or follaw.

The HUL dealers in their turn complained that tr@Pany sets excessive targets for sales
through SAs, that the SAs do not sell enough, HdL’s deliveries are too slow, that the
transport costs to distant villages are too higt that between a quarter and a half of the SAs
drop out each year.

6.4 HUL's plans to extend beyond Project Shakti

The numbers of SA’s and their sales, have not greigmificantly since 2006. Initial growth
was slower than expected because of the cost ioingaand the need to introduce RSPs.
Language problems also limited the reach of somg, 8Ad RSPs, and the lower density of
SHGs outside Andhra Pradesh made recruitment mificu.

The Shakti Ammas have not achieved all that wastipplthough the programme is not a
failure. The Company has recently announced a megrgmme, known as ‘ShaktiMaans’
(literally, ‘Power Men’), under which the husbanafsexisting Shakti Ammas will further
extend the Company’s rural outreach. The aim igipde the numbers of communities in
which HUL’s products will be available, by mobiligj a total of 25000 men. The Company
will provide them with bicycles, on which they witach 150,000 additional villages. Fifteen
hundred of these Shaktimaans are already sucdgsspelrating in the State of Orissa (Times
of India, 23 August 2010),. This may be interpressda further shift away from the stated
original intention of working with women’s groupsnd then of creating thousands of
individual women entrepreneurs, and only time well if it achieves the ambitious targets
which are being set.
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7  Other Corporate Marketing Using SHGs

The following table summarises the nature and au&cof some other attempts to use SHGs and their

members as a channel for the marketing of consgouts.

2]

[®]

@D

Company Product Promoted ‘social benefits’ Results
TDK Pressure fuel and nutrition saving | Failed, perceived as an
cookers urban product, too high
price, infrequent purchase
needed explanation
Pioneer Farm seeds | Better higher yield seeds | Used SHGs to gather for
and training to grow them | training, federations to sell
seeds to trainees. Stopped
because no margin for
federation.
Hero Bicycles for | Enable girls to cycle to Too high price, occasional
women in school, women to sell HUL purchase, but eventually
Rajasthan and other products, be mo killed off by government
‘mobile’ as empowered by| free bicycle distribution
SHG programme for girls, which
was stopped after elections
Vision Low cost Shakti ammas trained to | Some success, still selling
Spring Spectacles test eyes, improve vision, | but price higher than
Foundation save cost of trip to town to| locally available options,
USA buy spectacles, better switched to using jobless
school performance, young men who are more
literacy... mobile, can cycle round 4-
villages, more trainable.
Coromandel | Organic Organic, reduce off-farm | Study only, found that
fert\ilizer purchases, increase labou women not best qualified t
use. sell to male farmers. Also
seasonality issues
Colgate Toothpaste | Dental hygiene, allegedly | Limited product range,
preferable to local ‘neem’ | found that male youth mor
sticks able to cycle round circuit
of weekly hats, women less
mobile.
BP ‘Oorja’ Less smoke in home, less| Trial only, In Tamil Nadu.
smokeless de-forestation, save time | Cost $20, needs
stoves and collecting wood.... replacement battery for fan
pellets fuel limited success so far,
using 600 SHG members.
RCM General For PDS ration dealers, to| Unknown brand, no
consumer even out seasonality, promotion, slow sales, sold

goods range,
promoted by
AP Govt to
add to PDS

shortages of PDS goods,
lower prices and higher
margins than HUL, 20

percent gross.

Rs 600 sales kit, pant and
shirt for men. One woman
paid for her saree, found

RCM had closed when she
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products went to collect it.
HUL (difft Purit water Less diseases, cheaper th| $40 initial cost, $8 candle
division from | purifier bottled water, in-home per 1500 litres, container
SA) supply.... guality problems, some
sales but not as expected
Shaki Retail | Large range | Energy saving, smoke 830 women retailers, use
of ‘green’ reduction, time saving their SHGs for loans and
products, promotion, average
including earnings $20 a month,
Selco, Purit, growth limited by shortage
Oorja as of finance
above
Selco Solar charged| ‘Green’, lower cost than | Investment too high for
lanterns diesel generator or batteri¢ most SHG members, some
system sales to SHG Presidents ar
other better-off members

These attempts, and there may be many more, madégior lesser use of SHGs, but in all
cases the companies appear at least to have useésH®@Gs as a channel through which to
identify individual women. In no cases, so far as @ould gather, was the SHG itself the
trading entity, as it is in its ‘core’ financial bimess. This role was taken by one member, and
her colleagues might in some cases provide soreniiafl assistance in promotion.

Airtel, Tata Indicom, VSNL and other telecommunicatcompanies also sell coin phones to
village women. These are usually installed witkirana shops but are sometimes at homes
where there is no shop. The Airtel phone costs 8880, and over half of our surveyed SAs
have such phones. They typically take between $H0$42 worth per month; the operators
pay $10 for a card which gives time for $13 wortfcalls. These companies do not identify
potential phone clients through the SHG channdlitmy are apparently more willing to give
credit for the cards to SAs than to other women.
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8 Analysis, Lessons and Conclusions

8.1 The need for the Project, and the implications for corporate marketing

HUL wished to increase its sales, and in partictdamprove its ability to reach the mass of
rural Indians whose incomes are well below those e in urban areas. As India’s oldest
and largest fast moving consumer goods manufactingas facing increased competition in
the better-off areas. The Company was reachin¢gotittom of the pyramid’ market, but the
Company wished to improve its outreach and to éstab strong position for its brands. It
was also important for the Company to show itselbé a good ‘corporate citizen’, and to
play some part in the alleviation of rural povestyich is still India’s major weakness.

The Self Help Groups had proved to be an effeathvennel for the distribution of financial
services, in particular for micro-debt. The SHGsreveeady-made, officially supported
entities, with access to capital, and with veryhhapverage, particularly in the better off
Southern States. They were therefore an obviousngat channel for the marketing of
consumer goods which are designed for the massemakkd, because the groups had been
promoted as an instrument to address rural povérgy,Company could contribute to this
goal, and reap some reputational advantage, byiff&HG members a potential means of
increasing their incomes.

The SHGs had proved to be a good channel for ¢reditcredit is no more than debt, and
debt is merely an added burden unless the monepeamnofitably used. Selling HUL goods

was a new business activity, particularly for runadmen, so it could also strengthen the
SHGs.

The Company thus initiated Project Shakti in orterincrease their sales penetration in
smaller rural communities which were not being adeegly covered by their pre-existing
sales channels, and to contribute to more equittd@omic development, by ‘empowering’
women to act as the ‘last mile’ of its rural distriion system The Company was able to use
the NGO and government SHG support structures asngts through which to reach the
SHGs, and to legitimise the initiative.

Project Shakti has not achieved all the goalsvleme set for it, but it nevertheless appears to
be the only long-term large-scale and sustainatdsmgt to distribute commercial physical
products, as opposed to information and servicels as credit, insurance, phone calls and so
on, through SHG members in rural India.

The reasons for their success, and for the appfaiunes of some others, include the
following:

. HUL products have well-known brand names, and elfeegplanatory.

. HUL products are bought frequently, with little seaal variation,

. HUL products are generally such as are bought aad by women, not by men.

. HUL products are very ‘low-ticket’, single itemsibg available for two cents or even
less, and typical retail prices beangund twenty cents or less.

. HUL has a far wider range of household brands #rgnother company

. HUL use NGOs and government channels to make licibiatacts, but do not rely on
them thereafter for continuing support

. HUL provide a very intensive level of sales supporShakti Ammas.

. HUL have a nationwide network of stockists.
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. HUL products are by their nature high volume massipced items which can bear
the necessary high marketing costs.

The mediocre results of the other attempts whiokeHzeen made to imitate Project Shakti
may in part be the result of bad management, itiquéair when they have been initiated by
government or NGOs rather than by a highly protessicompany such as HUL, but most of
the above list of reasons for the success of thgeé€trrelate to the nature of the Company, its
financial strength, its existing brand franchisend athe nature of its products. Other
companies, or agencies wishing to distribute ‘dopieducts, are unlikely to start with the
same advantages.

8.2 The Sustainability of the Project’s benefits to HUL and the SHG members

The best indication of sustainability, or the laafkit, for HUL and the SA’s themselves, is
the high drop out rate of Shakti Ammas. HUL pressuts sales promoters in turn to pressure
‘their’ SAs to increase their sales. Some SAs aopped, and others drop out on their own
initiative. It costs HUL money to identify, introda and train a replacement, and sales are
presumably lost during the ‘interegnum’.

HUL representatives were not willing to share cdefitial company information as to the
profitability of Project Shakti, but a senior maragent informant stressed that the emphasis
has switched to improving profitability, rather thimcreasing numbers and volume. The new
‘Shaktimaan’ initiative is totally based on the 8thaAmma project, since it mobilises the
SAs’ husbands to extend sales outreach still furthiis in some ways merely reflects the
fact that most Shakti Ammas depend on their hustamdsistance and often their
management to run what are nominally their buseedsit are actually part of the whole
household’s livelihood.

As with microfinance in general, the fact that wonage the chosen borrowers, or members
of groups, does not mean that their householdsinres therefore move under their control.
Traditional gender roles, and household unity, db (and some would perhaps have the
temerity to suggest should not) always follow theemntions of group promoters or company
CSR managers.

Some key informants were not troubled by the mihigféect of this corporate linkage on
SHGs; they felt that groups are fragile and geheffainction better if they perform one
simple function, and nothing else. This leaves themi‘'stick with their knitting.” This
contradicts Tushaar Shah’s arguments (Shah, 1%9%)the need for a group’s function to be
central to its members’ livelihoods, but is coramstwith other work in Orissa and elsewhere
(Harper and Roy 2000) which found that groups waoee likely to survive if they only did
one task.

8.3 The Social impact of the Project

Project Shakti may have stimulated some new villaggepreneurs as HUL'’s stated social
objectives suggested, but many of our samples Sé&® lready running shops or ration
outlets before they took on the HUL agency. Asnsvitable with any intervention of this
kind, the main beneficiaries have been those othiusen target group that is SHG members,
who were already better-off. They are not usudily élite, for whom such work would be
unacceptable, to themselves or their husbandghbytare not the poorest, and HUL appears
to have moved away from poorer agents, who onlyEL products, and to chose SHG
members who already rukirana shops, or PDS outlets, or aamganwadichild support
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workers. Within the SHGs, therefore, none of whosembers are well off by Indian
standards, Project Shakti supports those who wezady relatively better off.

The wider availability of HUL's packaged productisa raises broader issues as to the
benefits, or otherwise, of including low-income aurcommunities in the ‘modern’
industrialised economy. Large numbers of peopleuial India use twigs from theeemtree
rather than manufactured tooth brushes and toa#pasd it can be argued that this is more
healthy and less damaging to the environment. iBbige is perhaps beyond the scope of this
paper.

It would also seem likely that the poor are as fsenopaying more per unit of items such as
shampoo which they buy in small sachets, when comdpavith the cost in the larger
containers which better-off people usually buy. #end, however, that the per gram cost of
‘Clinic’ shampoo, one of HUL'’s best selling linesdalndia’s brand leader, was 0.375 rupees
per gram when sold in an 8 ml sachet, and 0.5%pai®en sold in a 200 ml bottle. Prices
very continuously in this competitive market, butthis case at least the poor appear to pay
less.

8.4 Conclusions, and lessons for development agencies working with
groups

The overall conclusion is that Project Shakti atallinkage between SHGs and HUL is
neither transformative, nor dangerous. It is noeaample of corporate exploitation of the
poor, except when viewed in a very broad Marxigtspective, and nor is it a remarkable
‘win-win’ alliance between development and commardnterests. In fact, it is somewhat
benign.

The Company appear to have moved gradually away fm@rking more directly through
federations and groups, which they used primarilyaameans of identifying groups. The
Shakti Ammas are individual businesswomen, who hased the SA agencies to make a
fairly modest addition to their households’ livaldds. HUL itself is now moving even
further away from the developmentally attractivetiomo of creating village women
entrepreneurs, and is working with their husbafdss may be the right thing to do, both
commercially and in the interest of overall houddtsustainability, but it involves a further
move away from the original concept which was seettgpmentally attractive.

The Project has not made much difference to thepgrdo which the Shakti Ammas belong.
It may have marginally improved the quality of thimians books, although rather few of the
women whom we interviewed said that they used t8EiG loans for their HUL business. It
has also caused little jealousy, because most SHE@hars lack the resources, the time, the
skills or perhaps the confidence to take up thexegeHUL cleverly forestalled any jealousy
from existing local stockists, and the main outcoimethe company has probably been a
marginal increase in sales, whose profits havegpsritbeen more than absorbed by the extra
costs of the Shakti Amma support system.

These findings may come as a disappointment tethvd® believe that group enterprises are
the answer to poverty and social exclusion, or,emmarrowly, that savings groups, of any
kind, can be used as a platform for other busisesisities. It is not clear whether HUL
initially intended that the SHGs should in some veayually take on the dealerships as a
group enterprise. It is quite difficult to imagihew such a thing might have operated; where
the stocks would have been held, who would have besponsible for placing orders, selling
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goods, and recovering debts, and how the profitghinhave been distributed. The sales
volumes and resulting profits which individual wamleave achieved are also too small for
any reasonable division of the rewards. A largeugrmight have been able to mobilise more
working hours, but the volume of sales is probdiniyted by local purchasing power and not
by shortage of unskilled labour hours.

There are some important if perhaps rather famligissons which development agencies can
learn from this intervention:

« Development agencies should not expect savinggpgrtmact as businesses, unless, as is
the case for their financial service business bilginess is quite simple, all the members
have an important stake in the business, and malbeaefit.

« Savings groups which are in receipt of low costitrer other subsidies are particularly
unlikely to be a good basis for a group enterpabany kind, since the members will
have come together to obtain the benefits andnaiilperceive the group as something to
which they should commit their own resources oor$f beyond what is necessary for
that.

« If potentially profitable opportunities are offeréd any group, and particularly if the
opportunities require any financial commitmentkriaking or extensive social contacts,
the benefits will almost inevitably be ‘captured the least poor and most able members.

« Commercial companies operate in competitive marketeir openly charitable ‘CSR’
activities can be of high quality and purely ‘sdcia their intentions, but if any activity
is linked to the mainstream business it will inabily be driven by the requirements of
that business. ‘Doing well' can also ‘do good’, ate two motives can to an extent
overlap, but profit will and in the interests oh@pterm sustainability probably should
dominate whenever the two motives may conflict.

Key informants

Informant Organization

Pradeep Kashyap MART

Krishnendu DasGupta HUL Mumbai

Ramesh Babu, B HUL Bhubaneswar

Rewa Misra MasterCard Foundation

Graham Wright Microsave India

Ashis Kumar Sahu Selco

Ranjit, D National Bank for Agriculture and Rural Developmdvitumbai
Prema Gopalan Swayam Shikshan Prayog, Mumbai

Srinivasan, N. Author of 2010 State of Microfinance Sector Report
Girija Srinivasan Consultant in microfinance

Srinivas, C.H. Lately staff member of MART

Vipin Sharma Access India CEO

Frances Sinha EDA Rural Systems

Matthew Scott Cosmos Ignite (solar lamps)

Mandeep D.Light; BP India (bio-fuel pellets and cookstoves)
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