
EEnnhhaanncciinngg  tthhee  ddeevveellooppmmeenntt  iimmppaacctt  ooff  tthhee 
SSwwaarrnnjjaayyaann ii  GGrraamm  SSwwaarroozzggaarr  YYoojjaannaa  

((SSGGSSYY)),,  IInnddiiaa’’ss  llaarrggeesstt  rruurraall  sseellff--  
tt

eemmppllooyymmeenntt  pprrooggrraamm 
 
 
 
 
 
 
 
 

 
bbyy  

IImmoonn  GGhhoosshh  
    

NNoovveemmbbeerr  22000000 
 
 
 
 
 

 
 
 

 
 
 
 

CCoommmmiissssiioonneedd  bbyy  CCAARREE  IInnddiiaa  



CONTENTS 
Page 

 
I. ACKNOWLEDGEMENTS ....................................................................    4 
 
II. EXECUTIVE SUMMARY .....................................................................    5 
 
III. LIST OF ACRONYMS ...........................................................................    7 
 

 
CHAPTER ONE 

IV. INTRODUCTION....................................................................................    8 
 

CHAPTER TWO 
V. OBJECTIVES OF STUDY .....................................................................    9 

 
CHAPTER THREE 

VI. OVERVIEW OF SGSY GUIDELINES .................................................    10 
 

CHAPTER FOUR 
VII. ASSESSING THE INITIAL OUTPUTS AND OUTCOMES .............    12 

 
List of SGSY stakeholders interviewed for study..........................    12 
New Delhi ......................................................................................    12 
Calcutta ..........................................................................................    13 
Burdwan.........................................................................................    13 
Ausgram II Development Block ....................................................    13 
Bank-SHG credit-linkage meeting.................................................    14 
Swarozgaris (beneficiaries): 
• Purba Grameen Shilpa Samiti ..................................................    16 
• Jamtara Suchi Shilpa Mahila Samity .......................................    17 
• Kumir Khola Adivasi Mahila Samiti .......................................    18 
• Sapmardanga Adivasi DWCRA Dall.......................................    20 
• Prayas Self-Help Group ...........................................................    20 

 
CHAPTER FIVE 

VIII. FACTORS INFLUENCING THE EFFECTIVENESS OF SGSY’S 
PROGRAM IMPLEMENTATION .......................................................    22 
  

Defining programme objectives / boundary conditions .................    22 
Participatory policymaking ............................................................    23 
Institutional framework for programme delivery...........................    24 
Accuracy of rural poverty statistics................................................    26 
Self-help group formation ..............................................................    29 
Barriers to the participation of the poorest in SHGs ......................    30 
Market linkages and infrastructure.................................................    31 
Availability of appropriate Business Development Services.........    32 
Co-operation of banks ....................................................................    33 
Limitations of micro-credit ............................................................    35 

 
- 2 -



CHAPTER SIX 
IX. IDENTIFYING THE OPPORTUNITIES AND THREATS                        

THE SGSY PROVIDES IN THE RANGE OF MF PRODUCTS                
AND SERVICES......................................................................................    36 

 
CHAPTER SEVEN 

X. ASSESSING THE IMPACT OF SGSY SUBSIDIES ON THE             
MICRO-FINANCE SECTOR ................................................................    39 

 
CHAPTER EIGHT 

XI. POSITIONING THE SGSY TO ENHANCE THE EXISTING 
ENVIRONMENT FOR MICRO-FINANCE SUSTAINABILITY .....    41 

 
CHAPTER NINE 

XII. CONCLUSIONS AND NEXT STEPS ...................................................    45 
 
 
XIII. REFERENCES.........................................................................................    47 
  
 
XIV. ANNEX A: QUESTIONNAIRE .............................................................    48 

 
Introduction ....................................................................................    48 
Questions for policy planners, state-level and DRDA / ZP 
Officials..........................................................................................    48 
Questions for Panchayat Samiti and Gram Sabha members ..........    49 
Questions for NGOs / MFIs ...........................................................    50 
Questions for Programme Beneficiaries / Swarozgaris..................    51 

 
 
XV. ANNEX B:  DETAILS OF THE SGSY GUIDELINES........................    53 
 

1. Activity clusters  -  planning and selection.................................    56 
2.  Programme infrastructure ...........................................................    61 
3.  Beneficiaries / Swarozgaris.........................................................    63 
4.  Financing the investments - bank credit and subsidy .................    71 
5.  Skill upgradation.........................................................................    80 
6.  Technology .................................................................................    82 
7.  Marketing support.......................................................................    84 
8.  Implementation ...........................................................................    86 
9.  Funding pattern and financial procedure ....................................    91 
10. Monitoring ..................................................................................    93 

   11. Special projects ...........................................................................    95 
 
 
XVI. ANNEX C:  FINDINGS OF UNDP POVERTY REPORT 2000 ........    99 
 
 
XVII. ANNEX D: TOOLS FOR PROGRAMME EVALUATION ...............    104 
 

 
- 3 -



Acknowledgements 
 
The author gratefully acknowledges the assistance, guidance and support received from 
various quarters in the conduct of the study.  Thanks are especially due to: 
 
Members of the Self-Help Groups for sparing their time and sharing their views. 
 
Elected members of the Ausgram II Panchayat Samiti, Burdwan District, West Bengal for 
their helpful perspectives on the implementation of the SGSY. 
 
The staff at the Block Development Office, Ausgram II  -  particularly Mr. Nabakumar 
Barman, BDO and Ms. Chanchalla Guha, Gram Sevika, for their unstinted cooperation.   
 
Dr. Nilanjana Dasgupta, Dy. Project Director, District Rural Development Cell, Burdwan 
Zilla Parishad;  Mr. Dilip Ghosh, Joint Secretary, Panchayat and Rural Development 
Department, Govt. of West Bengal, Calcutta;  and Dr. P.V. Thomas, Joint Secretary and 
Economic Adviser, Ministry of Rural Development, New Delhi for taking time out from 
their busy schedules to discuss the current status of programme implementation of the 
SGSY. 
 
Mr. Al Fernandez and Ms. Vidya Ramachandran at MYRADA; Mr. M.S.R. Prem Kumar, 
Executive Secretary, YCO; Dr. V. Rengarajan, Senior Economist, Indian Overseas Bank, 
Chennai; Ms. Girija Srinivasan, Development Banker, Bombay; Mr. Sanjoy Sankar Guha, 
Chief Manager, State Bank of India, Calcutta; Dr. Orlando J. Sacay, Peoples Credit and 
Finance Corporation, Philippines; Dr. Sakti Pada Sarkar, Vice Chancellor of Bidhan 
Chandra Krishi Viswavidyalaya Agricultural University in Kalyani; Dr. Rajat Das, 
President, Association for Social & Health Advancement, Calcutta; Mr. Gerald Macharia, 
Executive Director, Faulu Kenya and Secretary, AMFI; Dr. Frits J.A. Bouman, Professor 
Emeritus at Wageningen University, the Netherlands; Professor M.P. Singh, Department 
of Political Science, University of Delhi; Ms. Lucy Ito, Director, Technical Services, 
World Council of Credit Unions; Mr. Faisal Beg and Ms. Janet Dunnett at CIDA; Mr. 
Hugh C. Allen, Senior Technical Adviser, CARE-SEAD/Africa; and Ms. Meenakshi 
Nath, SEAD Sector Co-ordinator at CARE India for their helpful views and substantive 
inputs. 
 
Dr. Hans Dieter Siebel and his colleagues at IFAD for their very helpful response to a 
request for case studies relating to the impact of subsidies on micro-finance sustainability. 
 
Ms. Heather Roney, MBP Project Administrator at Development Alternatives Inc. and   
Ms. Martina Morgan, Program Support Manager, The SEEP Network for their assistance 
in locating a set of mid-range impact assessment tools that could one day be usefully 
adapted to assess the development impact of the SGSY, namely Learning from Clients: 
Assessment Tools for Microfinance Practitioners. 
 
And not least to Mr. Harish Chotani, Director - CASHE at CARE India for his valuable 
advice and guidance. 
 
  
  
  

 
- 4 -



Executive Summary 
 
Despite efforts made over the past few decades, rural poverty in India continues to be 
significant.  The number of rural poor has remained more or less static, and is estimated 
to be around a quarter of a billion persons. To address the situation, the government has 
decided to restructure and amalgamate its existing rural self-employment programmes.    
A new programme known as "Swarnjayanti Gram Swarozgar Yojana" (SGSY) has been 
launched from April 1999.   
 
The scheme aims at establishing a large number of micro enterprises in the rural areas, 
utilizing the SHG-Bank credit-linkage model, covering 30% of the rural poor in each 
development block in the next five years provided sufficient funds are available. The 
significant aspect of the scheme is that it aims to bring every assisted family above the 
poverty line in three years, by creating a monthly income from the activity undertaken of 
not less than 2,000 rupees net of repayment of the bank loan. 
 
This paper presents the results of a study of the Swarnjayanti Gram Swarozgar Yojana,  
and assesses the SGSY programme from three perspectives:   
 
A. the current progress in implementing the SGSY 
B. the likely impact of the SGSY, particularly its subsidy component, on the 

development of sustainable micro-finance initiatives in India, and 
C. suggestions for positioning the SGSY programme to strengthen the environment      

for micro-finance sustainability. 
 
The methodology followed in the study included  
 
• individual interviews with key people who have been involved in the design and 

implementation of the scheme at the Central, State, District and Block levels  
• individual and group interviews with a number of programme clients, all SHG 

members, to assess their initial experiences  
• visits/observations of some of the economic activities undertaken by SGSY clients  
• documenting the proceedings of an SHG-Bank credit-linkage meeting, and recording 

the conflicting perspectives and interests of some of the key players 
• an extensive literature survey, involving both conventionally published and internet 

resources 
• consultations with micro-finance practitioners and specialists in India and elsewhere.  
 
A dialogue has been initiated with NGOs / MFIs to assess their perceptions of the impact 
the SGSY, particularly its subsidy component, will have on sustainable micro-finance 
initiatives in India.   
 
The resources of Sharenet, a global discussion forum for micro-finance professionals, 
have also been utilized to exchange views on promising new trends in rural finance, 
enterprise development, and poverty alleviation. 
 
Factors influencing the effectiveness of the SGSY’s programme implementation have 
been explored, including the need for participatory policymaking that is sensitive to the 
voices of the poor.   
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The  availability of  appropriate  Business  Development  Services (BDS) will continue to   
be a constraint that will determine the viability of the economic activity undertaken by 
SGSY clients.   
 
Expert opinion sought for this study suggested that the subsidies available under the 
SGSY would best be utilized to support the growth of needed Business Development 
Services.  Since capital is only one of several resources needed to ensure the viability and 
success of an enterprise, supporting the development and grown of the BDS sector is 
essential.  This aspect has been largely neglected in the SGSY programme. 
 
It has also been suggested that the SGSY subsidies should be used by the Self-Help 
Groups for extension work, ie. the formation of new groups that can benefit from the 
SGSY programme.  Self-help group formation is an important issue, and the necessary 
resources (in terms of both manpower and money) to form and nurture new groups in the 
numbers required to meet SGSY programme targets appear to be lacking. 
 
Details of the SGSY, the findings of the UNDP Poverty Report 2000, and information 
about a recently developed set of mid-range impact assessment tools commissioned by  
USAID’s Office of Microenterprise Development (through a contract with Management 
Systems International, in co-operation with HIID, the University of Missouri, and the 
SEEP Network) are included as Annexes to the report. 
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Introduction 
 
Rural development initiatives in post-independence India have evolved from the 
Community Development Program (CDP) first initiated in Etawah District of Uttar 
Pradesh in 1948.  The Indian government adopted the Etawah model as the basis for a 
major national rural development effort in 1952.  The basic objective of the CDP was to 
‘secure the fullest development of the material and human resources on an area basis and 
thereby raise the rural community to higher levels of living with the active participation 
and on the initiative of the people themselves’.   
 
Two major contributions of the CDP to rural development have been  
 
• the setting up of a network of community development blocks covering the length and 

breadth of the country, thereby enabling the government to reach the rural population 
in many aspects of their life, and  

 
• the transfer of powers and functions for implementing the programme to the elected 

representatives at the village, block and district levels, paving the way for democratic 
decentralisation through a three-tier Panchayati Raj system.   

 
The major thrust of rural development programmes during the 1960s was on increasing 
agricultural production with the application of improved technology.  Programmes 
initiated during this period include the Intensive Agriculture District Programme (IADP),  
Intensive Agriculture Area Programme (IAAP) and the High Yielding Varieties 
Programme (HYVP). Launched in 1960-61 in 16 districts, these programmes were 
extended to 150 districts by the end of the decade. 
 
Although food grains production registered significant increases both in absolute and per 
capita terms as a result of these programmes, Dr. Sakti Pada Sarkar, Vice Chancellor of 
Bidhan Chandra Krishi Viswavidyalaya, an Agricultural University in Kalyani, West 
Bengal, states that the same wasn’t the case with pulses, which is the main source of 
protein for the poor. 
 
While the selective application of agricultural development programmes enhanced overall 
agricultural production, they widened the gulf between the rich and the poor and between 
the developed and backward regions.  The ‘Green Revolution’ had bypassed a sizeable 
section of the rural population (even in areas where it was implemented) belonging to the 
bottom stratas of society and consisting of small and marginal farmers, landless labourers, 
sharecroppers, rural artisans etc. 
 
Rural development programmes received a new policy thrust in the 1970s when a number 
of equity oriented programmes were launched to correct the distortions caused by earlier 
rural development programmes.   
 
The new approach to rural development was basically anti-poverty.  It sought to make a 
three-pronged attack on rural poverty through  
 
A. promotion of self-employment opportunities in the rural areas, specially in the 

secondary and tertiary sectors 
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B. creation of wage employment opportunities during the lean period, and 
 
C. increasing the productivity of small and marginal farmers. 
 
The Integrated Rural Development Programme (IRDP) and Training of Rural Youth for 
Self Employment (TRYSEM) were directed towards self-employment; National Rural 
Employment Programme (NREP) and Rural Landless Employment Guarantee 
Programme (RLEGP) towards wage employment; and Project for Small and Marginal 
Farmers for Increased Agricultural Production (PASMFAP) towards increasing 
productivity of small and marginal farmers. 
 
IRDP with its components of TRYSEM and Development of Women and Children in 
Rural Areas (DWCRA) launched as a part of IRDP in 1982-83 constituted the core of the 
poverty alleviation programme in the Sixth Plan period (1980-85). 
 
The Swarnjayanti Gram Swarozgar Yojana (SGSY) traces its roots to the IRDP and its 
allied self-employment programmes  -  and replaces all of them.  While painstaking care 
has been taken in the SGSY guidelines to avoid the mistakes made in earlier programmes, 
some loose ends remain… 
 
 
 
 
 
 
 
 
Objectives of study 
 
1. Assess the initial outputs and outcomes of the SGSY. 
 
2. Identify the opportunities and the threats the scheme provides in the range of MF 

products and services. 
 
3. Assess the impact of SGSY subsidies on the Micro-finance sector as a whole and in 

particular local markets and related policy issues on pricing of products / services. 
 
4. Suggested possible alternatives for positioning the scheme to enhance the existing 

environment for Micro-finance sustainability. 
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An overview of the SGSY Guidelines 
 
Swarnjayanti Gram Swarozgar Yogana (SGSY) is a single cell self-employment program 
for the rural poor officially launched on April 1st 1999 by the Government of India.  
 
The scheme aims at establishing a large number of micro enterprises in the rural areas 
through the intervention of Gram Panchayats. The significant aspect of the scheme is that 
it aims to bring every assisted family above the poverty line in three years, by creating a 
monthly income from the activity undertaken of not less than Rs. 2,000 net of repayment 
of the bank loan. 
 
The scheme also aims to cover 30% of the rural poor in each block in the next five years 
provided enough funds are available. At least 50% of the beneficiaries of this scheme will 
be Scheduled Castes and Scheduled Tribes, 40% women and 3% disabled.  All 
beneficiaries are to be drawn from families who are below-the-poverty-line (BPL), 
identified through a BPL census, and the percentages referred to above are based on this 
BPL population.  The quotas seek to ensure that the scheme benefits less advantaged 
members within the BPL community, if not the poorest of the poor. 
 
The scheme lays emphasis on activity clusters. Four to five key activities will be 
identified for each block based on the resources, occupational skills of the people and 
availability of markets. The selection of economic activities will be done with the 
approval of the Panchayat Samitis at the block level and the District Rural Development 
Agency (DRDA) / Zila Parishad at the district level.  
 
Panchayats will play a key role in the implementation of this scheme. SGSY will adopt a 
project and in this regard the existing infrastructure at the village level will be utilized and 
the gaps will be filled under the scheme. The scheme focuses on a group approach, 
organizing the beneficiaries into self-help groups. Group activity will be given preference 
and progressively the majority of the funding will be for self-help groups. At least half of 
the groups will be exclusively women’s groups at the village level. 
 
The local government at the village level will authenticate the list of families below the 
poverty line identified in the BPL census. Identification of individual beneficiaries will be 
made through a participatory process. 
 
The scheme offers credit-cum-subsidy to the beneficiaries, and banks will be involved in 
this process. The scheme seeks to promote multiple credit rather than a one-time credit 
‘injection’. The credit requirement of the beneficiaries will be assessed and they will be 
encouraged to increase their credit intake over time. 
 
Subsidy under the scheme will be uniform at 30% of the project cost subject to a ceiling 
of Rs. 7,500 (for SCs/STs it will be 50% and Rs. 10,000 respectively). For self-help 
groups, subsidy will be 50% of the project cost subject to a ceiling of Rs. 125,000. There 
will be no limit on the subsidy for irrigation projects. 
 
The scheme provides for skill development through customised training courses, along 
with appropriate technology inputs and market development initiatives including 
marketing information, consultancy services as well as institutional arrangements for 
marketing of the goods including exports. 
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20% of program allocation (25% in the case of North Eastern States) for each district will 
be set apart for an ‘SGSY - Infrastructure Fund’ to provide infrastructure support to 
program beneficiaries, in the areas of production, processing, quality testing, storage and 
marketing. 
 
Funding pattern: Funds under the scheme will be shared by the Central and State 
governments in the ratio of 75:25. The central allocation earmarked for the states will be 
distributed in relation to the incidence of poverty in the states. However, additional 
parameters like absorption capacity and special requirements will also be taken into 
consideration during the course of the year. 
 
Implementing agency: The scheme will be implemented by the District Rural 
Development Agencies through the Panchayat Samitis. The process of planning, 
implementation and monitoring will integrate the banks and other financial institutions, 
the PRIs, NGOs as well as technical institutes in the districts. Under the scheme, funds 
are released to the DRDAs and are utilized as per the decisions taken at the local level. 
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Assessing the initial outputs and outcomes
 
In order to assess the initial outputs and outcomes of the SGSY, the following stake-
holders were contacted: 
 
• Dr. P.V. Thomas, IES, Economic Advisor and Joint Secretary in the Ministry of Rural 

Development, New Delhi   
 
• Mr. Dilip Ghosh, Joint Secretary, Panchayat and Rural Development Department of 

the West Bengal Government 
 
• Dr. Nilanjana Dasgupta, Dy. Project Director, District Rural Development Cell in the 

Burdwan Zilla Parishad 
 
• Ms. Manko Hazdar, elected leader (Savapathi) of the Ausgram II Panchayat Samity in 

Burdwan district 
 
• Mr. Tushar Ghosh, deputy leader of the Ausgram II Panchayat Samity 
 
• Mr. Mohun Mete, Member (Karmadatya) - Education, Panchayat Samity 
  
• Mr. Adit Chatterjee, Member, Panchayat Samiti, Ausgram II 
 
• Mr. Debiprasad Saha, Social Worker, Uttar Ramnagar Village 
 
• Ms. Chanchala Guha, Gram Sevika and principal resource person for the SGSY 

programme and self-help group formation at the Ausgram II Block Development 
Office 

 
• Mr. Budu Marde, Gram Panchayat member, Kumir Khola Adivasi Gram 
 
• Sixty-five current and prospective Swarozgaris (SGSY clients) from five self-help 

groups in five (sometimes remote) villages of the Ausgram II Block.  Four of these 
were women’s SHGs (two of which were from Adivasi / tribal communities) and one 
was a men’s SHG. 

 
 
New Delhi 
 
Dr. P.V. Thomas is Economic Advisor and Joint Secretary in the Ministry of Rural 
Development, New Delhi.  He stated that the multiplicity of self-employment schemes 
being run by the Ministry of Rural Development were becoming difficult to monitor and 
contained missing links without the necessary backward and forward linkages like 
marketing support.  They were therefore being consolidated in the SGSY.   
 
Dr. Thomas is of the view that it may take three years to assess the development impact 
of the SGSY. The programme has not taken off, and spadework is still on.  It will take 
one more year. 
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Calcutta 
 
Mr. Dilip Ghosh, Joint Secretary - Panchayat and Rural Development Department, is 
responsible for overseeing the implementation of the SGSY in West Bengal. He states 
that the SGSY is currently operational throughout West Bengal.  Key activities have been 
identified.  Project reports were being prepared.  Linkages are being formed.   
 
Mr. Ghosh is of the view that micro-enterprise should not to be straightjacketed, and 
Swarozgaris should not be limited in their choice of economic activities under the SGSY 
program.  Banks in West Bengal aren’t always co-operative because of their experience 
with non-performing assets / non-repayment of loans.  This could have a telling effect on 
programme implementation.  Mr. Ghosh indicated that he was tracking a set of non-
monetary indicators relating to SHG formation and functioning at this stage of SGSY 
implementation. 
 
 
Burdwan 
 
The SGSY is operational in all 31 Blocks of Burdwan district, states Dr. Nilanjana 
Dasgupta, Dy. Project Director of the District Rural Development Cell, Burdwan Zilla 
Parishad.  32 new self-help groups had been formed in Burdwan district last year under 
the SGSY, and 16 had already been formed this year (2000-2001). 
 
Dr. Dasgupta said it was too early to comment about the success of the SGSY.  The main 
bottleneck she currently faces in programme implementation is the lack of field level 
motivators: she has just 16 serving all the 31 Blocks of the district.   
 
Linkages between SGSY clients and banks are in the process of being established as the 
self-help groups become eligible for credit.  Linkages for training and other business 
support services have not yet been satisfactorily formed, although products created by 
self-help groups have been exhibited and sold at various fairs including IIFT - New Delhi 
and the Calcutta Handicrafts fair last year.  A sales counter, “SATHI” exists in Burdwan 
and a branch is being planned at Durgapur. 
 
 
Ausgram II Block 
 
Amarargarh village in the Ausgram II Block is a two and a half hour drive from Burdwan.  
Both the Panchayat Samiti and Block Development Offices are located in a single 
building at this village.  
 
Ms. Chanchala Guha is Gram Sevika (village extension worker) and a principal resource 
person for the SGSY programme / self-help group formation at the Ausgram II Block 
Development Office.  Six new self-help groups (four for women and two for men) have 
been formed this year.  Most of the SHGs in the Block that are participating in the SGSY 
were the earlier DWCRA groups. None were eligible yet for credit-linkage with banks 
under the SGSY programme, although a meeting was scheduled the following day to 
discuss the issue.  Present at the meeting would be leadership of the Panchayat Samiti, 
bank managers, the Block Development Officer and several of his staff, and a 
representative of the DRD Cell, among others. 
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Mr. Tushar Ghosh is Saha Savapati (the second highest elected position) of the Panchayat 
Samiti.  He said the SGSY programme had recently been started, and there were currently 
around 30 SHGs participating in his constituency, including a co-operative SHG that he 
had started.  Mr. Ghosh said that bankers in his area were not yet providing a level of 
support necessary to make the SGSY a success, since they are concerned about earlier 
outstandings.  He felt that in addition to credit, technical guidance / training, marketing 
facilities and a common meeting place would be necessary to make the SGSY scheme 
sustainable.  
 
Ms. Manko Hazdar, elected head of the Panchayat Samiti (with a constituency spanning 
the 160 villages in the Ausgram II Development Block), stated that the Below Poverty 
Line (BPL) list is incomplete and this has excluded many eligible families.  She felt that 
this was the “No. 1 problem”. 
 
There had been meetings among Panchayat Samiti members over the past six or seven 
months about the SGSY program, and groups were being formed.  The most important 
non-credit factors that would be crucial for the success of the SGSY scheme are training 
and marketing.  Market rates / revenues were not available to SGSY clients for their 
products.  Ms. Hazdar felt that subsidies were not essential if market rates were given. 
 
 

“Subsidies are not essential if market rates are given.” 
- Ms. Manko Hazdar, Savapati, Panchayat Samiti 

 
 
Mr. Mohan Mete holds the education portfolio in the Panchayat Samiti.  He said that 
although a BPL survey had been conducted, many BPL families were not included in the 
survey and it therefore needs to be done again.  Mr. Mete stated that he had attended an 
SGSY workshop meant for SGSY clients a month and a half ago, and that periodic 
meetings were being held to discuss the implementation of the program.  He felt that 
more campaigning was needed among the youth. 
 
SGSY meeting convened to discuss credit linkages  
between banks and SHGs 
 
The Block Development Officer (BDO), Mr. Nabakumar Barman, initiated the session by 
announcing that, “The purpose of the meeting today is to identify SHGs that are eligible 
for credit linkage.” 
 
Ms. Manko Hazdar (Savapathi, Panchayat Samiti), also on the dias:  “How do you know 
which groups are doing well ?” 
 
BDO:  “We have a village extension worker who keeps in regular touch with the groups, 
and reports on their performance.” 
 
Mr. Manick Chatterjee (Manager, Burdwan Grameen Bank, Abhirampur branch):  “Let’s 
discuss the performance of the groups.” 
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BDO:  “Existing DWCRA groups will be considered today.  Once a commitment is made 
to back a group, banks should not back out.” 
 
Mr. Manick Chatterjee:  “Except on technical grounds.” 
 
================ 
 
BDO:   “The potential is excellent for Sal Patha groups.  150 groups are feasible in this 
block alone!”    
 
(The leaves of the Sal trees are collected by tribal women from the forest floor, sewn into 
discs that sell for approx. Rs. 60 per thousand to middlemen who collect the sewn leaves 
by the truckload from tribal villages.  These are then sold to manufacturers of disposable 
plates.  There is a very large local market for these disposal plates, and all that is 
produced is immediately sold.) 
 
BDO:   “Bank credit is needed by the Sal Patha SHGs to reduce the influence of 
middlemen and get more remunerative terms for the tribals.  Only Rs. 1,000 to 2,000 
loans are needed for the Sal Patha collectors / weavers, and just Rs. 6,000 is needed to 
start a disposable Sal plate making machine.  Give emphasis to the Sal Patha industry.  
Bank managers are not interested in extending loans!” 
 
Mr. Manick Chatterjee:   First repay previous IRDP loans!  They are not yet closed.” 
 
BDO:   “First survey the list we give you.” 
 
Mr. Chatterjee:   “Willful defaulters in IRDP are not eligible for SGSY.” 
 
BDO:   “Defaulters will be identified from among recommended groups.” 
 
Ms. Chanchala Guha:   “Some beneficiaries from earlier programmes were not even 
aware that loans were taken!  They assumed that the Government had given them a 
grant.” 
 
Mr. Chatterjee:   “Although we are willing to take into account the repayment ability of 
very poor clients, or circumstances beyond a borrower’s control, willful defaulters will 
not be entertained.” 
 
============= 
 
BDO:   “We will consider SHGs formed by NGOs for inclusion in SGSY.  If SHGs are 
formed without government help that is excellent.  SHGs not just for economic 
development.  Promotion / extension becoming easier as a result of SHGs.  Civic 
involvement is higher.  An example is the 55% voter turnout in India vs. 70% in 
Bangladesh.  The more SHGs there are the better.  NGOs need to be encouraged to form 
these groups.” 
 
============= 
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BDO:   “There is a proposal to consolidate the savings of the SHGs and start a bank.  
Make the savings available as loans to members.” 
 
Mr. Manick Chatterjee:  “You would need to start a co-operative bank.  It would be better 
to simply consolidate the savings into a single account with an existing bank. 
 
============= 
 
The meeting resolved that the credit linkage process would continue as more SHGs 
become eligible under SGSY guidelines.  The Panchayat Samiti would prepare a list of 
willful defaulters and submit this list to the banks and the block development office. 
 
============= 
 
 
Sixty-five current and prospective SGSY clients from five self-help groups in five 
(sometimes remote) villages of Ausgram II Block of Burdwan District of West Bengal 
were interviewed for this study.  The sample size was determined by both the current 
stage of programme implementation (… a larger sample at this stage would not have 
greatly added value to the study) as well as resource constraints.  Four of the groups 
interviewed were women’s SHGs (two of which were from Adivasi / tribal communities) 
and one was a men’s SHG. 
 
Although all the SGSY clients were familiar with the broad structure and purpose of the 
SGSY programme (this was explained to them when the groups were either formed or 
came under the SGSY umbrella), and a few Swarozgaris had attended workshops on the 
SGSY, it appeared too early for the programme to have formed a distict identity of its 
own.  Many group members saw it as a continuation of earlier government programmes, 
especially since several groups had been constituted under earlier initiatives, like the 
Development of Women and Children in Rural Areas (DWCRA). 
 
 
Purba Grameen Shilpa Samiti 
 
The Purba Grameen Shilpa Samiti is a seven year old SHG near Ramnagar village, a two 
hour drive from the Block Development Office, that had been formed under the DWCRA 
programme.  The fourteen members of the SHG are Hasina Begum, Latifa Begum, 
Jebunisha Begum, Najiba Begum, Nabika Begum, Nadira Begum, Rahila Begum, Aleya 
Begum, Naima Begum, Dolehar Begum, Aslima Begum, Serina Begum, Sabina Begum 
and Saripa Begum. 
 
The Purba Grameen Shilpa Samiti members produced katha stitch sarees and other 
intricate hand-stitched garments.  The quality of the work is quite remarkable.  However, 
much of their work remains unsold due to the remote location of their village. The SHG 
members’ incomes could be enhanced if better market linkages could be provided  -  
ideally if the raw materials (which represent a substantial investment) could be supplied 
and the end product bought back. 
 
Given the limited family incomes of the SHG group members and the lack of assets like 
land, the members were not in a position to make substantial investments or take large 
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risks.  Mobilising savings has been a problem (even setting aside Rs. 10 a month  
represented a stretch for some members) and the group hasn’t been able to build any 
corpus of savings in its seven years of existence.   
 
An assured market and remunerative prices for their products would be of great help, 
members felt.  If this SHG prospered, it would be easy to establish new SHGs in the 
village, they said. 
 
Mr. Debiprasad Saha is a social worker and Mr. Adit Chatterjee is a member of the 
Panchayat Samiti. Both live in Ramnagar Village.  Several meetings relating to the SGSY 
had been held at Ramnagar Village, and a core committee has been formed at the 
initiative of the local branch of the Burdwan Grameen Bank to move the programme 
forward.  Mr. Saha is a member of this core committee. 
 
Mr. Saha stated that microenterprises in the area could succeed without subsidies.  Only 
10 % of the subsidies provided in the IRDP were utilized well; the rest was used for 
consumption, he said.  
 
 

“If you take a farmer and pay him five thousand rupees 
to be a vegetable vendor, it won’t work.” 

- Debiprasad Saha, social worker 
 
 
Mr. Chatterjee was of the view that the job market is declining and self-employment was 
essential.  However, activities would need to be profitable in order to encourage self-
employment. 
 
 
Jamtara Suchi Shilpa Mahila Samity  
 
The Jamtara Suchi Shilpa Mahila Samity is located near the Block Development Office,  
and has twelve members:  Angura Bibi, Samina Bibi, Shiddicka Bibi, Anwara Begum, 
Monjora Begum, Rakya Parvin, Lailuniyiha Begum, Monija Begum, Purnima Sait, Sibani 
Pal, Aliya Begum and Anisa Begum. 
 
This SHG was two years old, and also specialised in hand stitching (of files and other 
stitchable items, besides apparel).  It has done very well in mobilising savings, being the 
only group in Burdwan district to qualify for a matching grant under DWCRA, and also 
topping the BDO’s list of SHGs that are currently eligible for credit-linkage under SGSY. 
 
All the members of the SHG used to hand stitch intricate designs on fabric (katha 
stitching) before the group was formed.  Members had undergone a six-month training 
course in katha stitching with a master trainer after the group was formed. 
 
Market linkages and timely remuneration were the group’s major problem, not access to 
credit.  If large orders suddenly came, they could take credit for the raw materials they 
bought from the trade without paying interest (…except that they could probably pay less 
for the same materials if they shopped around). 

 
- 17 -



Although all their products sold very well, their problem was timely remuneration.  For 
instance, the state-run SATHI store in Burdwan took between ten to twelve months to pay 
them for articles they supplied !  They still hadn’t been paid seventeen to eighteen 
thousand rupees for articles supplied for a Delhi Mela that was held six months ago, and 
they had a current outstanding of between seven to eight thousand rupees with the state 
Health Department, which was a large institutional customer for their work. 
 
Equally problematic was the two months it took to get a cheque encashed from the nearby 
UCO bank, which also deducted four rupees from every hundred as clearance charges.   
 
Rather than seek to burden this SHG with debt it probably does not require, the 
government could materially assist the SHGs members by  
- promptly settling their dues,  
- ensuring that public sector banks do not hold up their money for long periods or 

deduct unjustifiable amounts for clearing cheques (which amounts to having their 
BPL clients subsidise their operations) 

- create the linkages needed to market their products at remunerative prices. 
 
 
Kumir Khola Adivasi Mahila Samity 
 
The Kumir Khola Adivasi Mahila Samiti is tucked away in a remote hamlet at the edge of 
a large reserve forest area.  This tribal women’s SHG was formed a year ago, and has 
twelve members:  Jumri Beshra, Muni Hemdom, Parvati Saria, Budin Baski, Sumita 
Hemrom, Lakkhi Hemrom, Sumi Mumri, Buri Tudu, Chobi Tudu, Mungli Soren, Sasanti 
Hemrom and Lakkhi Hemrom (the second member of the group with the same name). 
 
All the members of the group were engaged in the same economic activities before the 
formation of the SHG:  They would leave for the forest just before dawn to collect Sal 
leaves and return to their village around 10 a.m. when the sun was getting hot.  The leaves 
are then dried in the sun. After lunch, they sit together and chat while they sew their Sal 
leaves into circular disks that would later be machine pressed into plates of different 
sizes.  They currently get Rs. 60 for a thousand circular sewn disks from middlemen who 
pick up truckloads of sewn leaves from their doorsteps several times a month. 
 
During the rainy season when Sal leaves cannot be collected and dried, the able bodied 
members of the community work in the fields as contract labour for Rs. 25 a day and two 
kilograms of rice (… although this was below the government-declared minimum wage, 
and amounts paid to workers in nearby areas are higher).  When there is no planting or 
harvesting to be done, and Sal leaves cannot be collected, members of the tribal 
community engage in wage employment opportunities created by the government to tide 
them over the lean period. 
 
Although the tribal village does not have access to electricity (…power lines along a 
nearby road do, however, supply electricity to a poultry farm) or health services, the mud 
houses and granaries are well built and everything including the roads and compounds are 
spotlessly clean.  The pleasant environs this hard working community has created for 
itself despite the complete lack of civic amenities provided by the government is 
impressive.  
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Ms. Chanchalla Guha, who has been facilitating the formation of this and other far-flung 
SHGs in the Ausgram II Development Block, said that mobilizing savings from the tribal 
women’s SHGs had been easy.  The degree of group cohesion was high and group 
members jointly decided how much they would save/contribute to the group fund during 
any given month based on their income that month.  This SHG had already saved Rs. 
3,900 since it was formed a year ago.  Asked what they would do with the money they 
had saved, Parvati Saria, a member of the SHG replied, “We will put the money we save 
to work.” 
 
 

“We will put the money we save to work.” 
- Parvati Saria, SHG member 

 
 
Mr. Budu Mande is a member of the Gram Panchayat.  He said that he was planning to 
start a men’s SHG in the village, and then extend the number of SHGs so that more 
families are brought into the fold.  Mr. Mande said that no BPL survey had been 
conducted at his village.  He said that there were no problems with the banks, and felt  
that subsidies were not needed. 
 
Among the economic activities the existing and new SHGs in the tribal village could 
participate in were the collection from the forest of plants with medicinal value.  Training 
would be required to either recognise or cultivate such medicinal plants that have market 
value. 
 
Another idea that was floated was tourist huts identical to the picturesque mud huts the 
tribals live in that could take some of the overflow each tourist season from “Machan”, a 
nearby government-built guest house and tourist facility  -  or even cater to a distinct rural 
tourism market:  in-state tourists from West Bengal, around India and even internationally 
who have never lived in a tribal mud hut and may otherwise never have an opportunity to 
do so, government health workers, researchers etc. 
 
No loans would be needed to build these tourist huts since the SHG members could easily 
erect them with locally available materials and their own labour.   
 
Catering services for visitors would include locally grown vegetables, poultry etc. and 
could provide employment to other SHGs.  Units could be added as needed, and could 
even grow over time to include cultural, conference or educational facilities along the 
lines of Santiniketan. 
 
Ms. Chanchalla Guha stated that reservations for this kind of a facility could be handled 
by the Block Development Office, which handled similar reservation requests for the 
Machan guesthouse facility. 
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Sapmardanga Adivasi DWCRA Dall 
 
The Sapmardanga Adivasi DWCRA Dall, located in an adjacent village, has thirteen 
members:  Sima Kuri, Putul Tudu, Lakkhi Murba, Kusum Tudu, Menoka Soren, Makkum 
Murmu, Lakkhi Murmu, Dassi Hemrom, Gouri Maddi, Rubi Soren, Kanti Soren, Buri 
Hemron and Putrur Bowri. 
 
The SHG was formed eight months ago, and has already saved Rs. 3,090.  Members 
saved between ten and fifty rupees every month depending on their seasonal income.  
Economic activities were identical to the Kumir Khola Adivasi Mahila Samiti SHG. 
 
Members of the SHG were interested in economic activities that would tide them over 
lean periods and preferably give them a year-round income.  Given the remote location of 
their village, it was felt that a good investment that would give year-round returns would 
be bullock carts (with bullocks).  Whenever they needed to transport produce they had to 
hire carts.  A need was also felt by the SHG members for a bicycle to deposit the savings 
collected at the bank, a journey that took three hours by foot in one direction. 
 
 

“No BPL survey has been conducted in this tribal village.” 
- Mr. Budu Mande, Gram Panchayat member 

 
 
Prayas Self-Help Group 
 
The Prayas Self-Help Group was formed just a month and a half ago by a group of 
educated unemployed youth with an elderly member as well.  This affinity group 
currently comprises of fourteen members (ten more would like to join but can’t presently 
be absorbed) from different professions, including an engineer, farmers, students, artists, 
small businessmen and a couple of priests were all members of a theatre group. 
 
The founder of the SHG is Paresh Mandal (an unemployed engineering diploma holder) 
and the other members are Bashudev Pal (tutor, small business owner), Harkish Nagarai 
(student), Subhash Pal (small business), Amarnath Saha (agriculture), Gurujivan Samanta 
(tutor), Nitai Saha (tutor), Madhav Mukherjee (priest), Somen Sikdar (small business), 
Dayamaya Ghosh (student, artist), Pornotosh Chatterjee (agriculture, teaching), Partha 
Mukherjee (priest), Utpal Saha (student), and Gurupada Pal (tea shop owner).  With one 
exception, all the SHG members are from BPL families. 
 
Encouraged by the Block Development Officer, Mr. Nabakumar Barman, who gave them 
a personal loan of Rs. 15,000 until they become eligible for institutional financing, they 
have bought two Sal plate machines (a second hand one costing Rs. 3,000 and a brand 
new one costing Rs. 5,200), spending the rest of their borrowed seed capital on an 
inventory of Sal leaves.  The BDO has also been spending several hours after office each 
evening (sometimes upto 10 p.m. or later) lately motivating this newly formed group. 
 
Piles of bundled Sal plates, stacked almost to the ceiling and ready to be shipped to 
market, is the first sight that will greet any visitor to this SHG’s disposable plate 
manufacturing unit.  Ensuring a steady supply of Sal leaves has been a problem, and the 

 
- 20 -



SHG has been paying a higher rate to middlemen than the tribal women’s SHGs had been 
selling their plates for.  
 
Ms. Chanchalla Guha offered to link up the Prayas SHG with the tribal SHGs she had 
been nurturing that collect, sew and sell Sal leaves, and said the SHG would be assured a 
steady supply if they paid a higher price (Rs. 70 or 75) than the tribal women’s SHGs 
were currently getting.  This would need to be the pick-up rate at the tribal villages.  If the 
leaves were transported to the manufacturing unit in bullock carts, the price paid would 
naturally have to include the cost of transportation.  Members of the Prayas SHG readily 
agreed, since this arrangement would address a supply bottleneck they are facing.   
 
Marketing the disposable Sal plates is not a problem for the Prayas SHG since all their 
production can be immediately sold for cash: traders in nearby towns send their trucks to 
the manufacturing unit’s doorstep to collect the plates.   
 
This newly formed SHG has diversified into fish farming as well with the acquisition 
(through a lease / fish farming rights) of a pond belonging to the family of one of its 
members.   
 
With his background in civil engineering, the group’s founder Paresh Mandal was 
interested in exploring the consultancy / contract opportunities offered in the SGSY for 
promoting minor irrigation in his area.  
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Factors influencing the effectiveness of  
SGSY’s program implementation 

 
 
Defining programme objectives / boundary conditions 
 
What factors are important in assessing the viability of the SGSY ?  What are the 
objectives the programme has to reach ?  What are the minimum goals it has to attain ?  
In science these are known as ‘boundary conditions’.  To be judged effective, the SGSY 
needs to satisfy its boundary conditions.  It needs to be adequate to its purpose. 
 
The more concisely and clearly boundary conditions are stated, the greater the likelihood 
that the programme will indeed be an effective one and will accomplish what it set out to 
do.  Conversely, any serious shortfall in defining these boundary conditions is almost 
certain to make a programme ineffectual, no matter how brilliant it may seem. 
 
Although the SGSY guidelines contain extensive details on how the programme should 
be administered, there is surprisingly little focus on the desired client impacts the SGSY 
seeks to achieve  -  other than raise every assisted family above the poverty line (defined 
as an income of Rs. 2,000 per month) over a three year period.   
 
The desired impacts of the SGSY on the programme beneficiaries need to be articulated 
on the following levels, and can include: 
 
At the family/household level: Increased income; increased assets; and increased welfare 
(in such aspects as food security, housing, and health). 
 
At the individual level: Increased control of resources on the part of women clients; no 
negative impacts on children’s labor; increases in paid labor  - and in the productivity of 
labor -  for women, without negative consequences; and increased self-esteem on the part 
of women clients. 
 
At the enterprise level: Increased net worth; increased net cash flow; and increased 
differentiation between the microenterprise and family/household. 
 
At the community level: Increases in paid employment by client family/households; 
enhanced social capital formation. 
 
While it is too early to conduct an impact assessment of the SGSY, it would be helpful to 
identify desired programme impacts through a participative process, and have evaluations 
that focus on client impacts at regular intervals to facilitate mid-course corrections and 
ensure that the SGSY succeeds in helping beneficiaries / swarozgaris to cross the poverty 
line on a sustainable basis.   
 
Annexture D of this paper offers an overview of the initiatives taken by the CGAP 
Working Group on Impact Assessment Methodologies to develop a set of cost-effective 
and timely mid-range impact evaluation tools.  One such tool, recently developed by the 
SEEP (Small Enterprise Education and Promotion) Network on Learning from Clients: 
Assessment Tools for Microfinance Practitioners is described. 
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Participatory policymaking 
 
SGSY currently contains few processes where client needs can inform policy planning / 
evolution on an ongoing basis.  Listening to stakeholders through participatory 
policymaking can do much to identify and avoid unintended consequences for poor 
people.  It will therefore be essential to look beyond spreadsheet data (however reassuring 
this data may appear) and allow the voices of the poor to be heard, and to influence the 
evolution of the SGSY programme. 
 
As Deepa Narayan and her team at the World Bank have noted in their landmark study on 
the Voices of the Poor, a strategy for empowering the poor must have four critical 
elements: (1) Start with poor people’s realities, (2) invest in organizational capacity of the 
poor, (3) change social norms, and (4) support development entrepreneurs. 
 
Start with Poor People’s Realities.  When development interventions and government 
performance are approached from the perspective and experience of poor people, the 
world of development assistance looks different. Poor people are able partners. The 
challenge for outsiders is to look at the world through the eyes and spirit of the poor, to 
start with poor people’s realities and then trace upwards and outwards to make the 
changes needed to impact poor people’s lives. 
 
Poverty Diagnosis by the Poor.  When we view the world from the perspectives of poor 
people, five findings stand out.  First, poor people’s definitions of poverty include 
economic well-being, vulnerability, powerlessness, the shame of dependency and social 
isolation. Degree of dependency or autonomy emerges in many countries as a 
classification criterion of poverty. While poverty measures that focus primarily on 
consumption and expenditures, education and health are important, they miss important 
dimensions of poverty, particularly voice and power.  
 
Second, concern about insecure livelihoods is widespread. Most of the poor who are not 
involved in agriculture find their livelihoods in the informal sector. Yet most government 
and international attention is focused on formal employment opportunities. Poor people in 
the lower end of the informal sector lack any protection. Examples of ill health throwing 
families into destitution emerged from all over the world and cannot be ignored; Thus, 
programs that provide poor people with health coverage and yet do not drain the national 
treasury are desperately needed.  There are very few trade unions of the poor that focus on 
the problems of poor workers in the informal sector. Much can be learned from the work 
of the Self-Employed Women’s Association (SEWA) in India, which focuses on 
organizing women in informal employment and is experimenting with schemes to provide 
health and life insurance to workers in the unregulated economy sector. 
 
Third, lack of infrastructure, roads, transport, and water emerged as a characteristic that 
distinguishes the poor from the rich. From poor people’s perspective, the order of 
improvements in roads needs to be reversed, with much more emphasis on roads 
connecting villages to each other and the nearest town.  
 
Fourth, poor people give high priority to literacy and skills acquisition and the value of 
education but are interested in “education” only when the immediate survival needs have 
been met. In many countries poor people will invest in education only if the costs are 
lowered and if the structure and quality are relevant to their lives. The hidden and not so 
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hidden costs of education are too high for many poor parents. Innovations such as 
scholarship programs for poor girls are radically influencing the decision to send girls to 
schools in a few countries. New thinking is required to bring basic education within the 
reach of poor children. 
 
Fifth, poor people feel powerless to change the behavior and actions of state officials, the 
police, and the local rich. Corruption and the decline in safety are real and widespread 
issues for poor people. Since these issues cannot be dealt with in isolation, systemic 
interventions will be needed to create local government councils that are accountable to 
poor people and police that protects rather than harms the poor. 
 
Invest in Organizational Capacity of the Poor.  Organizational capacity or social capital 
has rightly been called the asset of the poor. Yet the review shows that this asset is on the 
decline, eroded by economic pressure, economic and physical dislocation. The review 
also shows that given the pressures to survive and dependency on the rich with little room 
to maneuver, the networks of poor people become atomized and serve a survival and 
social function rather than a transformational or political function. 
 
It is only when poor people can draw upon the strength of their numbers and organize that 
they can have their voices heard, negotiate with buyers and sellers, and participate 
effectively in local governance and government programs intended to serve them. Much 
remains to be done to support organizations of the poor at the local level.  
 
Grassroots coalitions of poor people’s organizations and intermediary organizations are 
also needed to ensure that poor people’s voices and interests are reflected in decision 
making beyond the community. Global, regional, and national policy networks of poor 
people’s organizations are critical to influence decisions being made outside the 
community but which have important bearing on the lives of poor women and men. 
 
Mahatma Gandhi advised India’s policy makers to assess the impact of their policies and 
programmes on the lives of the poorest of India’s citizens.  Although the government has 
grown many times since then, and a large number of policies and programmes have been 
initiated, impact assessments of these programmes on the lives of the poorest have been 
few and far between  -  if they have existed at all. 
 
Incorporating the voices of the poor (Swarozgaris, as well as the two-thirds plus majority 
of non-participating BPL families) and periodic impact assessments into the SGSY’s 
programme evaluation / policy review process will go a long way in facilitating any 
needed mid-course corrections to ensure the SGSY’s success. 
 
 
 

Institutional framework for programme delivery 
 
Given that the Government of India seeks to raise a quarter of a billion people living 
below the poverty line in rural India (or a third of them, if resources permit) above it 
through the SGSY within the next five years, is the institutional framework for 
programme delivery up to the task ? 
 
A look at some of the issues that affect key stakeholders of the SGSY programme would 
provide some perspective: 
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SGSY clients:  Can a sufficient number of self-help groups be formed ?  Of these, how 
many will qualify for credit linkage ?  Is credit alone sufficient, or are appropriate 
business development services (BDS) and access to markets also essential ?   Do all the 
rural poor have the ability or desire to become entrepreneurs, as the SGSY assumes they 
do, or would they prefer reliable sources of income instead ?   
 
Panchayati Raj Institutions:  Given the key role of PRIs in implementing the SGSY, how 
will the recent bill introduced in Parliament by the Ministry of Rural Development 
seeking to curtail the influence of PRIs, and eliminate an entire middle tier, affect 
programme implementation ? 
 
Banks:  Although banks play a key role in programme delivery, many are reluctant 
partners given their previous experience with loan defaults, which have tended to be the 
norm rather than the exception. 
 
Line departments:  Do the line departments implementing the SGSY have the resources 
(including manpower), skill, and will to discharge their responsibilities in supporting 
programme implementation ? 
 
Dr. Orlando J. Sacay strikes a sombre note in this regard.  Dr. Sacay is a former World 
Bank Rural/Micro Finance Specialist who has served in the Cabinet of Philippine 
President Joseph Estrada, in charge of his poverty alleviation program, and is currently 
with the Peoples Credit and Finance Corporation, a government owned microfinance 
company which is in the process of privatization.   
 
Dr. Sacay states that, “The experience worldwide is that government sponsored credit 
programs are almost always failures. The Philippines in no exception.  The worst 
performers are government sponsored credit programs implemented by line agencies and 
non-financial government corporations that have no business engaging in lending money. 
Most of these credit programs provide lower than market interest rates. The experience is 
that the lower the interest rate, the lower the repayment.  The better performers are those 
implemented by finance institutions. The decision of the National Credit Council is to 
discontinue all credit programs implemented by non-financial agencies and to transfer all 
programs or fund balances to 4 financial institutions - 2 government owned banks and 2 
government owned finance companies. One of these finance companies is the People's 
Credit and Finance Corporation (PCFC).” 
 
With its development goal of sustainably improving the livelihoods of the rural 
population, especially women and the poor, IFAD offers the following planning 
framework (IFAD Rural Finance Policy, Executive Board, Sixty-Ninth Session,  Rome,   
3 - 4 May 2000) to facilitate Bank-SHG linkages: 
 
Bank linkages of local financial institutions and self-help groups are operational 
(1) Banks with effective financial services in rural areas are identified 
(2) Local financial institutions with sustainable savings and credit operations are 

identified, including self-help groups,  financial cooperatives and other informal and 
semi-formal microfinance institutions 

(3) The capacity of NGOs and bank associations in providing consultancy services and 
training in linkage banking is enhanced 
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(4) A commercially-viable linkage strategy is jointly worked out by the participating 
agencies in collaboration with a lead financial authority 

(5) Banks and local financial institutions work out the terms and conditions of their 
financial contracts as autonomous commercial partners 

(6) Linkage opportunities are initiated through rural mobilization campaigns, joint 
consultation workshops and training of linkage partners 

(7) Local financial institutions are given access to bank funds on commercial terms 
(8) Access of members and clients of local financial institutions to credit is enhanced 
(9) Banks are given access to sources of refinancing 

(10) The capacity of local financial institutions as autonomous financial intermediaries is 
enhanced 

(11) Opportunities are provided for local financial institutions, graduating from linkage 
programmes, to mainstream sources of refinance 

 
Given the key role that rural banking plays in the implementation of the SGSY, 
implementing the capacity building measures identified above by IFAD for this sector 
would strengthen the SGSY. 
 
 
Accuracy of rural poverty statistics 
 
Anti-poverty programmes in India rely on the accuracy of the data generated by the 
National Sample Survey (NSS), including the Below Poverty Line (BPL) survey, and the 
SGSY is no exception.   
 
Non-inclusion of BPL families in the BPL survey, as was evident on a wide scale in the 
Ausgram II development block (with entire tribal villages being excluded), is one issue 
that can undermine the effectiveness of the SGSY.   
 
Inclusion of non-poor families in the BPL survey is also a possibility, although its 
incidence is less evident and more difficult to estimate. 
 
Among the reasons cited off-record for the exclusion of BPL families in the survey were 
the non-payment of dues from earlier programs, and the embarrassment of having to 
demonstrate a lack of progress in the implementation of previous programmes.  Again,    
it is difficult to estimate how many BPL families have being excluded from the list on 
account of default on previous loans, or the lack of progress in their upward economic 
mobility. 
 
Measuring poverty remains an important issue.  The Microcredit Summit Campaign 
launched the Poverty Measurement Discussion Group in October 1997. The ongoing 
discussion group is meant to help gather the methodologies being used by microfinance 
programs to identify clients who are in the bottom half of those living below a developing 
country's poverty line. More than 680 people have joined the discussion group. In the first 
two rounds of discussion, participants considered two very promising and well-
documented poverty measurements: the CASHPOR House Index for rural Asia and 
Participatory Wealth Ranking (the first of what are hoped to be many measurements 
included in the Summit's Poverty Measurement Tool Kit  -  PMTK). 
 
Details of both are provided below:   
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Participatory Wealth Ranking (PWR) is a modification of the Participatory Rural 
Appraisal (PRA) technique. It is a subjective and very local ranking of wealth used by 
members of a community in order to establish which members within the community are 
the most destitute. Community members generate their own criteria with which to rank 
poverty or wealth; this often includes factors that are neither visible nor easily identified 
by an outsider. By engaging the community members throughout the process, people are 
empowered to analyze their own situations, often giving them greater ownership in the 
programs that are established to help the poorest within their communities.  
 
The PWR begins with a staff member inviting participants from the community to attend 
a mapping of the village. Invitations should encourage women to attend; it is also 
important to ensure that at least a few people from each area in the village attend. The 
first step is to draw a map of the entire area that includes the names of all the households 
in the community.  Second, the group records the names of each household on a separate 
note card.  The staff member then establishes various reference groups comprised of the 
participating community members (three or four groups of four to six people each) and 
organizes a schedule of appointments for the following day.  
 
The meetings with the reference groups begin with the staff member facilitating a general 
discussion on poverty and the characteristics of the very poor. Then, the groups are asked 
to sort the cards with the names of the various households into piles according to the 
households' wealth status. Each group is free to make as many piles as it wants (with a 
minimum of four piles) as long as the piles separate the poor people from the less poor. 
The staff facilitators take notes on the distinguishing characteristics for each pile  
discussed by the group.  
 
At the end of the ranking exercise with the three reference groups, a score is calculated 
for each household depending on how the house was ranked by each group. The numbers 
given to each household from the three reference groups are then totaled.  Scores are 
identified as either consistent, inconsistent but still usable, or unreliable. Households with 
unreliable scores will then either need another reference group to add a score to their 
evaluation or they can be checked with other targeting methodologies, such as a housing 
index, for greater clarification.  Once the scores are totaled and compared with the notes 
taken from the discussions, a cut-off number is determined for the programmes target 
group. Households that score below the cut-off number are eligible for microcredit 
services.  
 
Some of the strengths of PWR include the following:  
 
Responses from three to four different reference groups ensures greater reliability of the 
data and overcomes manipulation or lack of knowledge by a specific group.  Families' 
specific assets are not publicly discussed, decreasing the embarrassment of some and the 
hiding of information by others.  The staff, as outsiders, gain a greater understanding of 
the community; while the community members, as insiders, define their own criteria and 
methods for analyzing poverty.  Furthermore, the community members do most of the 
actual work, which allows the staff to facilitate and take notes.  Detailed information 
about the area is generated through the process. This provides good data to determine the 
cut-off point for who is poor enough to join a program. This information can also be used 
for product design or impact measurement.  
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A potential weakness of PWR is that the field staff has a very significant responsibility to 
effectively facilitate the process.  Although collecting responses from three different 
reference groups ensures that problems are easily detected, poor facilitation can rapidly 
lead to inconsistent results which must be abandoned, thus wasting resources.  
 
A method to overcome and prevent this potential weakness is to emphasize training of 
staff in these methods and continue to monitor their performance.  
 
The CASHPOR House Index (CHI) is an external, observational methodology that 
provides a cost-effective way to identify very poor people in most conditions throughout 
rural Asia. It is an adaptation of the Grameen approach to poverty targeting.  Institutions 
that are members of the CASHPOR network have found that this tool enables them to 
identify very quickly the very poor families in a given area with about 80 percent 
certainty. The CHI entails looking at seven main features of a house, including:  size, 
number of stories, structural condition, building materials used for walls and roofing, 
utility supply, and ownership of vehicles. These criteria are adapted as necessary to suit 
local situations. Each component is allocated points. A cut-off score is set (again, this 
must be locally relevant) so that families whose houses score above a certain number of 
points are not eligible for participation in the credit program, while households that score 
below a certain number of points become eligible for further consideration, usually using 
a test administered by staff. An appeals process is established for families who claim to 
be very poor but whose house scored too high to be considered for the program. CHI does 
not work well in villages with government-provided housing for the poor; in such cases 
the evaluation can be replaced with a participatory form of wealth ranking.  
 
The first step in implementing the CHI involves speaking to informed local officials (in 
agriculture, health, education or welfare departments) to locate where the greatest number 
of poor households are found in a given geographic area. Second, a program staff member 
makes a quick map from the road of the areas suggested. This provides a list of 
neighborhoods that seem to contain the most eligible-looking households. Once these 
neighborhoods are located, a more thorough application of the CHI is conducted in these 
areas so that each house is mapped and those that are eligible are clearly marked.  
 
Each eligible household, based on results from the CHI, then receives a Net-worth test 
conducted by a staff member. Net-worth (wealth) is calculated by subtracting the value of 
the household's debts from the value of the household's major assets. Since only 
households that meet the strict criteria of the CHI are given a Net-worth test, a more 
thorough Means test (which determines household income as well as assets) is not 
necessary.  
 
The Net-worth test provides an additional quality check on the results of the CHI and 
assists in obtaining base-line information on potential clients. Once all eligible 
households have completed this process, they are informed whether or not they are 
provisionally eligible to participate in the program. Staff then focus their attention on 
motivating those households that are eligible to join the program. In areas where 
substantial leakage to the non-poor is thought to be likely, a senior staff member also 
interviews a sampling of the households which have been selected to ensure that the 
target group is being reached.  
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When necessary, a household may appeal its lack of eligibility.  In this case, senior staff 
members conduct a thorough interview to determine whether or not the household is 
indeed among the target population, despite external evidence to the contrary. The appeal 
option ensures that some of the hidden poorest are not prevented from participating in the 
program.  
 
Some of the strengths of the CHI include the following:  
 
There is an ability to distinguish between poor households and very poor households.                        
There is a low cost invested in eliminating many households from eligibility. Most of the 
effort and costs are focused on finding the extremely poor households.  Because of its 
implementation by trained program staff, the criteria used for indexing the houses can be 
locally adapted while still maintaining objectivity.  Staff can be easily trained to do 
evaluations.  Follow-up interviews help prevent corruption and ensure more reliable data.                        
The appeal option provides a method for most of the hidden poorest to still be reached.  
 
Some of the potential weaknesses of the CHI include the following:  
 
It loses some of its ability to distinguish between the poor and the very poor when applied 
in areas of low rainfall, areas where government housing programs exist, or other areas 
where there is a uniformity of housing structures.  Potential clients can cheat on the 
follow-up Net-worth test by providing false information.  
 
A method to overcome the potential weaknesses of the CHI is the following:  It is 
important to constantly monitor procedures in order to find any weak implementation or 
less-committed staff who may allow the non-poor to become eligible.   
 
Capacity building and effective oversight of BPL survey staff may therefore be needed to 
ensure that non-inclusion and misidentification of BPL families do not undermine the 
SGSY and other poverty alleviation programmes. 
 
 
Self-help group formation 
 
World Bank Managing Director Ms. Mamphela Ramphele, notes that, “Increasingly, the 
poor themselves are taking advantage of their relationships with one another to manage 
risks, share resources and act collectively. These networks help people to acquire a wide 
range of assets, get the ear of decision-makers and gain access to markets. This kind of 
social glue, which is increasingly described as social capital, is central to people's ability 
to chart their own future within their communities. The job of public agencies is to foster 
cooperation with community groups without stifling local efforts. Development 
experience in the past few years has taught us that a focus on both economic growth and 
social capital is critical to success in the fight against poverty.” 
 
Girija Srinivasan, a development banker and author, notes that, “From the initial reaction 
of the ground level staff it appears that there is bound to be confusion as to the eligible 
persons who can form a group. A self-help group is formed on the basis of some affinity. 
Though it is targeted at the poor, there are no restrictions as to who can form a group. The 
screening process in the initial group process appears to be more scientific and tedious 
than spontaneous. Members don't appear to self-select each other but have to choose from 
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the eligible BPL families. This itself could be reason for a weak group since such groups 
do not have many bonding factors and are somewhat artificial. Credit linkage under SHG 
linkage programme is not stopped if one or two earlier defaulters are members of the 
groups whereas in SGSY this could be a big criteria before a banker will finance a group.  
 
The experience world over is that group ventures are rarely successful. Even if all the 
members are pursuing the same activity like paddy husking, making sal leaves etc., it is 
better to pursue the activity individually. Managing a group and its dynamics is itself time 
taking. Many groups typically take two to three years to completely settle down. Adding 
an activity to manage together will pose additional burden on the group members. Not all 
people's interests, working time, trust level are the same. Hence it is preferable to pursue 
individual activity. West Bengal is full of groups where the women and men are engaged 
in some activity, usually a common activity.  Many of them pursue the activity 
individually and not as a group.  
 
The SGSY assumes that the group members will be in a position to absorb credit of Rs. 
7500 to 10000 in a year's time for IGP. This assumption is somewhat tricky since under 
the SHG linkage programme this level of credit absorption capacity and repayment 
culture is built up over a period of three to five years depending on the poverty level of 
the poor. The lure of money and subsidy could be very damaging to the repayment 
culture.  In the NGO circle where I move I have heard that SGSY has already created 
problems. This is hearsay and anecdotal. Some of the old larger groups have been split to 
show more number of groups on paper. This affects the group dynamics. NGOs who have 
not really understood the concept of SHGs promote groups by doing a propaganda of 
proposed benefits from the programme. The expectations are raised, the motive for group 
formation is not self help and hence the groups lack the basic strength. Some of the 
groups are already breaking.” 
 
Greater clarity is needed in the SGSY guidelines about how the process of self-help group 
formation  - on which the success of the SGSY rests -  will be funded.   
 
Self Help Promoting Institutions (SHPIs), including NGOs, will need to be encouraged to 
become actively involved in the SGSY’s programme implementation. 
 
 
Barriers to the participation of the poorest in SHGs 
 
"There are many reasons why the poorest are excluded from microcredit programs," Sam 
Daley-Harris, Director of the Microcredit Summit Campaign says. "They are least likely 
to step forward, so identifying and motivating them bring additional costs. The small size 
of the borrowers' initial loans makes it more difficult for an institution to become 
financially self-sufficient. But the goals set at the Microcredit Summit and at the Fourth 
World Conference on Women demand that we keep this as a priority."  
 
Ajay Tankha, Coordinator, International Microfinance Unit, ActionAid, notes that case 
studies of 12 major microfinance institutions (Hulme and Mosley, 1996) suggest that they 
have been ineffective in reaching the core poor since they practise “self-exclusion” 
because of the limited opportunities they see for credit-financed self-employment.  This 
process is abetted by social exclusion of the core poor by group members on grounds that 
they are poor credit risks (Montgomery, 1996).  Finally, when credit programmes are 
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expanded, incentive structures to staff may result in concentration on groups other than 
the poor. 
 
Within the most vulnerable groups, the disabled or aged and infirm members were not 
covered by any of the 12 institutions above.  Indeed, in the case of one major institution, 
the physically disabled were systematically screened out.  In view of the fact that the 
welfare of this group is not likely to be addressed by microfinance, it constitutes a 
sizeable component of the core poor group which microfinance cannot benefit. 
 
On the reasons for the low coverage of the hardcore poor in their programmes, ASA   
staff and group members have added some revealing social dimensions to the issue of the 
participation of this sub-group.  This includes factors such as the absence of suitable 
clothing to wear at group meetings constituting a major constraint to the participation of 
women from the hard core poor group in the conventional group-based microfinance 
programmes. 
 
Special efforts will need to be taken by Gram Sabha members, DRDO / BDO staff, bank 
officials and NGOs to ensure that the poorest are included in the SGSY programme.  The 
programme guidelines indicate that the SGSY is committed to focussing on vulnerable 
groups among the rural poor:  Accordingly, scheduled castes and scheduled tribes will 
account for at least 50% of the Swarozgaris, women for 40% and the disabled for 3%. 
 
 
Market linkages and infrastructure  
 
Hugh C. Allen has worked with CARE for 13 years as Senior Technical Adviser for 
Small Economic Activity Development in Africa:  “At the beginning of my time with 
CARE, the major focus of my work was to help design credit programmes in rural areas. 
Over the succeeding years it became plain to me that successful credit programmes in 
Africa were likely only to be found in or near to urban areas, where access was low-cost, 
average loan sizes quite large and client numbers very high.  
 
The result of our work was the establishment of a number of successful credit  
programmes based on the standard model of creating an MFI (although using different 
methodologies). It also became evident that we were failing to reach the rural poor, and 
still, 90% or more of our target group was not assisted. Consequently I began to take an 
interest in traditional systems of savings and credit based on "micro-intermediation" as it 
might be called, in which small groups of clients mobilise their own savings to support 
their own borrowing. Not only was I struck by the very large scale, flexibility and rapid 
growth rates of these traditional programmes, but more, it became clear that the 
fundamental purpose of these groups was not so much to offer their members productive 
credit, but to provide social and economic security. While security might be aided by 
emergency loans, the principal interest of most members seems to be to maximise their 
opportunities to save and to maximise the interest on savings. On both counts these 
traditional systems offer a more flexible, responsive, cost-effective service than anything 
offered by MFIs, who, in general, exploit their monopoly position to maintain rigid 
and costly services that makes life easier for themselves than their clients. They are also, 
inherently, sustainable.  
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Rather like the first wave of MFIs that learned from formal sector banks and money-
lenders, I think it is time to examine traditional systems of savings and credit and to really 
understand what services are most important to clients: not on the basis of what they say, 
but what they actually do. It is my belief that savings are of far greater importance, and 
the scale and growth of savings-based programmes seems to bear this out. Of course, my 
perspective is influenced by African experience, and this may not be true in other parts of 
the world.” 
 
Location plays an important role in the success of any business  -  whether in Africa, rural 
India or the business districts of Bombay or New York.  Building rural infrastructure, 
including roads and telecommunications, will favourably impact rural incomes. 
 
 
Availability of appropriate Business Development Services 
 
Clifton Barton of the International Management and Communication Corporation states 
that for the past decade, microenterprise development programs have emphasized the 
provision of credit. They have paid much less attention to providing business 
development services—such as marketing assistance, training, and technology transfer -
even though most studies of constraints facing MSEs indicate that access to credit is only 
one problem they encounter. In fact, access to growing markets, new technologies, and 
appropriate training is often more important than financial constraints.  Moreover, 
growing evidence suggests that improved access to credit alone, without corresponding 
improvements in access to new market opportunities and technologies, does little in the 
long run to improve the well-being of microentrepreneurs.  
 
Understanding MSE demand for business development services is key to developing new 
services that address the problems microenterprises face.  Donor or government-funded 
programs, which are often supply driven rather than demand driven, need to incorporate 
fee-for-service or other payment provisions into the programs they support to ensure that 
services are demand oriented and potentially sustainable.  
 
Beyond understanding MSE demand for services, microfinance practitioners need to 
know how MSEs access these services. The literature indicates that MSEs draw on 
personal and commercial networks to assist with their marketing, input supply, 
technology, training, and information needs. These networks’ capabilities vary 
considerably across regions and countries. In some local communities, these networks 
may be well developed and capable of supporting continual growth in entrepreneurial 
activities. In other settings—for historic, cultural, or other reasons—the capabilities of 
networks may be weak and hold little promise as a source of effective support for MSE 
development.  
 
Given the size and importance of the MSE sector, the potential demand for effective 
business development services is vast; effective demand, however, is still weak, and 
supply capabilities are correspondingly underdeveloped. Considerable opportunity exists 
for offering services through a variety of channels, including commercial intermediaries 
and nongovernmental organizations that have access to outside resources and experience. 
The importance of business development services is evident when one considers the need 
of micro-entrepreneurs to ensure product quality (…Swarozgaris won’t earn an income or 
make a profit if their products aren’t saleable !), both through training / capacity building 
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interventions and by setting standards that make the products competitive in the markets 
they are sold in. 
 
SGSY guidelines recognize that “Quality of products is vital not only for the development 
of entrepreneurs but also for the nation as a whole.  It must be the responsibility of the 
marketing agencies to ensure that the Swarozgaris are trained in quality control.  The 
goods marketed must conform to a minimum and uniform quality so as to be able to 
develop a brand image.  This is important even in respect of the goods that are produced 
for local consumption.  The DRDAs must organise periodic meets of the Swarozgaris and 
ensure that they are given the necessary guidance in quality control.  There must also be a 
system of experts in relevant fields visiting the work places and guiding the Swarozgaris.” 
 
Members of the Jamtara Suchi Shilpa Mahila Samity in the Ausgram II Development 
Block had undergone a six-month training course in katha stitching with a master trainer 
after the group was formed (they were the only SHG I had visited to receive such 
intensive training) and had done exceptionally well in other parameters as well, including 
mobilising savings and qualifying for matching grants.   
 
The activity cluster approach of the SGSY appears to be geared to facilitate appropriate 
business development services, at least for the clusters identified.  An infrastructure fund 
is also available for the creation of quality control laboratories and other enabling 
infrastructure. 
 
Another example of a successful BDS intervention is SEWA’s use of an e-commerce 
enabled website to market the products of rural micro-entrepreneurs directly to global 
markets, where they receive the highest returns.  Further information on e-commerce 
development initiatives is available from The Web Development Company 
(www.dvlp.com; sharma@dvlp.com ) which currently has a 70% market share in India 
for e-commerce projects based on IBM’s e-commerce platform, as well as 
InteractiveKarma (www.interactivekarma.org ; kruti.mehta@interactivekarma.org), a 
voluntary web-based network that seeks to empower the poor, bridge India’s digital 
divide, and build the capacity of the Indian NGO sector.          
 
 
Co-operation of banks 
 
Given the important role that banks play in implementing the SGSY, and their reluctance 
sometimes to play this role, I asked several bankers for their views in this regard.  Mr. 
Sanjoy Sankar Guha, Chief Manager with the State Bank of India offered his, qualifying 
that they were his personal views and not the official position of the SBI: 
 
• Commercial banks are always wary of govt. sponsored schemes. For us a govt.. 

sponsored scheme is synonymous with a future bad debt. There appears to be an 
impression that the beneficiaries of the schemes know that the money involved is 
going to be written off and as such need not be repaid.  

 
• There are reasons for this. Political patronage and forbearance is of course one.  
 
• Identification of beneficiaries is another sticky area. For IRDP, the 'poorest of the 

poor' hardly ever got selected. More likely, influential people at the village level 
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would get themselves enrolled, in order to corner the subsidies. There would be a cut 
for the BDO and other officials (I am not ruling out bank employees). In some cases 
there would be 100% recovery (which would make for model cases) because the 
loanee availed himself of the loan in order to get the subsidy. Once he got that, he 
repaid the loan. No assets had been created, because the payment to the so-called 
supplier of the goods had been 'arranged'. The whole idea of creation of a productive 
income-generating asset which would help a person cross the poverty line was skirted, 
because there was an easier way.  

 
• The feeble success of such schemes may also related to the lack of market in the 

village areas. Sometimes enough markets do not exist.  
 
• In our (SBI) approach, we constantly emphasised the multi agency approach to 

development. No single agency could deliver, because a range of inputs was required. 
Thus banks would have to tie up with governmental agencies/NGOs etc.  

 
• Branch Managers (i.e. field level authorities) are very wary of developmental loans, 

especially if they are to be made on a large scale. Maintenance and follow-up of these 
accounts is difficult (because they tend to be scattered), because borrowers are 
sometimes difficult to trace, because they are expensive (hiring a vehicle for 
inspection etc. which ultimately reflects as an increasing expenditure), and not least 
because of the large number of accounts. This last item means preempting of 
resources for interest application (manually done) and other work (service/inspection 
charges etc.). The 'area approach' was recommended (e.g. village adoption) which to 
some extent solved the problem of scattered financing.  

 
• At one time it was felt that only 'development minded' people should be posted at 

such branches, because employee morale had a bearing on progress in such schemes. I 
do not think there would be too many cases of high recovery rate associated with such 
loans.  (Where would you monetise anyway, without markets, where people had to 
walk a whole of a day or two days to reach a 'haat'?)    

 
• I think that the real issue is if such schemes are to be successful borrower 

identification is very important. Genuine bona fide borrowers are required, which can 
never be done if some govt. agency does the first identification. A list of eligible 
beneficiaries may be given to the bank, but the last word should be recognised to lie 
with the bank. Also, the real issues like existence of markets and the possibility of 
income generation to the levels projected should be explored properly if the whole 
exercise is to be meaningful. 

 
Given the loan default record of  beneficiaries of earlier rural development programmes 
like the IRDP, it is understandable that bankers are seeking to enforce prudential norms 
and ensure that loan defaults under the SGSY are minimized.  In doing so, they are often 
perceived as retarding the SGSY’s programme implementation.  SHG’s, however, lower 
transaction costs for bankers and are therefore attractive to do business with.  Peer 
pressure also ensures a very high loan recovery rate.  Bankers can help ensure the  
success of the SGSY by utilizing the non-banking day for field visits (as prescribed by the 
SGSY guidelines) instead of staying back at the branch and closing it to customers. 
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Limitations of micro-credit 
 
Despite its great promise as a tool for poverty alleviation, micro-credit is not a panacea. 
Hugh C. Allen offers an explanation why: 
 
“Starting from an assumption that increases in income call for investment, and assuming 
also that poor people have insufficient capital, nearly all the attention of micro-finance 
practitioners has been dedicated to supplying loans.   
 
Most practitioners recognize that very poor people have few investment opportunities and 
rarely do they have the skills that are needed to make profitable use of loans.  They also 
recognize that very poor people usually live in places where the economy is depressed, 
with little purchasing power, and that loans must therefore be small, and prudently 
structured to avoid the risk that a loan becomes nothing more than a burdensome debt.   
 
Nevertheless, the focus remains on capitalization of investments. It has, however, often 
been noted, that whenever opportunities to save are offered, they are usually snapped up, 
and it is perfectly normal for savings rates far to exceed the level of credit delivered.  This 
is nearly always a cause for comment and surprise. 
 
When the phenomenon is viewed from the perspective of risk, and the need to secure 
household livelihoods, it becomes clear that savings services are of far greater importance 
than credit in a risky environment.   
 
A loan in not an asset: it is a liability that must be reimbursed through wise investment, 
and effective management.  Taking out a loan therefore increases risk, albeit against a 
reasonable expectation of profit.  Savings, on the other hand, are not a liability: they are 
an asset.  They enable people to withstand unexpected or even anticipated shocks to their 
livelihoods, and need not be reimbursed.  If, when they are sufficient, they are applied to 
productive investment, and the investment fails, the household is more likely to absorb the 
shock without fear of destitution.  While none of this is revolutionary—and applies to the 
household security strategies of even the wealthiest—it has often been disregarded in 
development program planning and strategies.” 
 

“Poverty cannot be reduced by loaning people resources  
that they cannot afford to repay with interest.  

This is a system of enslavement, not prosperity.” 
Rob Muldowny, Rudgers University 

 
These inconvenient insights potentially undermine the very basis of the SGSY model. 
What if, instead of raising BPL families above the poverty line on a sustainable basis, the 
loans made by the SGSY drove Swarozgaris deeper into debt because of a lack of 
entrepreneurial skills or access to suitable raw materials / markets?   What if some banks 
are driven into the red because a sizeable number of Swarozgaris are unable or unwilling 
to repay their debts ?  What if shifting the focus to marketing thrift (instead of debt) 
instruments will help achieve a greater all-round beneficial programme impact ?  These 
remain intriguing thoughts … 
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Identifying opportunities and threats the SGSY
provides in the range of MF products and services

 
As part of this study, a dialogue has been initiated with NGOs / MFIs in India to assess 
the perceived opportunities and threats that the SGSY provides to their micro-finance 
interventions to the poor.  Included here are responses from Mr. Al Fernandez and Ms. 
Vidya Ramachandran, both from MYRADA which has done pioneering work along with 
NABARD in developing the Bank-NGO credit linkage model (or what MYRADA has 
termed the ‘Indian model’) on which the SGSY programme is based. 
 
Ms. Ramachandran notes that certain aspects of the SGSY have the potential to 
negatively impact on SHG formation.  This includes  
 
1. Improperly defined grading criteria for SHG rating.  Responsibility to grade is also 

not clearly assigned to any particular individual or department.  Persons entrusted 
with this responsibility have to be properly oriented. 

 
2. Business loans can be advanced under SGSY to three categories of borrowers:          

(i) Individuals who are not members of any SHG   (ii) Individuals who are SHG 
members    (iii) The SHG itself.  Category (iii) poses the greatest concern.  The bulk 
of SGSY funding is apparently allocated to this category.  The loan is for a group 
activity, which is interpreted to mean a single activity that is commonly owned and 
managed by the SHG as a whole.  This threatens the SHG in two ways: 

 
(a) The assumption that groups can successfully own and manage a common activity 

is not borne out by experience; in fact, the opposite is more likely to happen, as in 
the case of DWCRA.  To collectively own and manage a single activity not only 
assumes that every member is interested in the said activity but also that every 
member has the same level of responsibility, skills, and capabilities towards the 
programme.  In practice, such a conjunction of interests, skills, and attitudes is 
rare to achieve.  Yet, when the programme fails, the structural flaws of the SGSY 
approach will be forgotten; instead, the SHG concept itself will come in for 
criticism. 

 
(b) The SGSY Programme interprets groups to mean Self Help Groups.  If that is so, 

it must also recognise that SHGs are formed on the strength of shared affinities 
and not on the basis of common occupations.  A cobbler, a carpenter, and a farm 
labourer who trust, respect, and support one another are more likely to stay 
together in a group as compared to an exclusive group of potters who do not care 
very much for one another.  

 
Mr. M.S.R. Prem Kumar, Executive Secretary of YCO states that, “As per as our 
experiences are concerned in the last one-decade in micro finance sector and nearly two 
decades in development sector, first of all the poor never asked any thing free in the name 
of subsidy. They want timely finance to take up their enterprises. Of course they required 
some services like veterinary, marketing, extension etc., through some line departments 
or other alternatives.  As per the ground reality the real BPL person is not getting the 
subsidy and even the identification of the beneficiaries itself is very much bureaucratic 
and politically influenced. The result of this is cultivating negative thinking in the mass of 
people. 
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The major reason for promoting the self-help groups is for self-dependency through a 
group approach, but not for subsidised culture. We believe that dependency is one of the 
major reasons for poverty. Subsidy culture creates a begging-syndrome among the poor. 
The poor are not beggars. So subsidy will spoil the self-help group concept.” 
 
Ms. Meenakshi Nath, SEAD Sector Co-ordinator for CARE India, states that: 
 
(i) The scheme is an attempt to synergize the various components of government 

schemes, namely employment, credit and training. The fact that it centralizes the 
resources instead of creating parallel structures for each scheme is excellent. In 
addition, the schemes can be used for common purposes instead of divergent ones. In 
this sense it is a significant improvement over previous schemes.  

 
(ii) The usual accusations against government programs are:  
 
--   Availability of funds: funds are not available for outreach, which continues to hold 
true. As a result, only a few groups will finally benefit while the expectation of subsidy is 
built up among all SHGs. For example, in Medak of the 12000 groups that exist, 3600 are 
linked to banks, of which only 135 will actually benefit from the scheme.  
 
--   Selection of groups: While bank linkage of SHGs and repayment pattern of loans is an 
excellent objective criteria the views and opinions of the Gram sarpanch (village 
headman) and Mandal president (who finally influence which SHG gets selected) are 
prone to the vagaries of patronage.  
 
--   Selection of industries: The abilities of District level Committees to make appropriate 
considered decisions regarding the industries that will benefit is dubious.  
 
--   Target group: Restricting the target to BPL families makes sense since resources are 
limited, but the criteria of effective SHGs is that the members should be proximate and 
have affinity for each other. As a result, a group often has some BPL families and some 
which are not BPL. If this makes them ineligible members often form groups just to be 
able to access the scheme but the same may not have long term sustainability.  
 
--   All members being involved in the same activity is also unlikely, given the norms for 
forming groups.  
 
--   Subsidy element: Government programs are often criticized for the subsidy element 
and rightly so, because this creates vested interests and is unsustainable. Subsidy becomes 
necessary because without it, the government staff is unable to mobilize the 
community/generate demand for their schemes. However, while we do criticise 
government programs, NGOs also need to acknowledge that they often promote programs 
that have elements of 'promise' and 'subsidy' to attract the community to their schemes.  
 
Impact 
 
I do not forsee significant impact (compared to earlier government programs) from SGSY 
because the government does not have enough funds to grant subsidies to a huge number 
of groups/clients. To this extent, there is an inherent logic why subsidies offered by 
developing country governments who are tending to be bankrupt, do not make an impact.  
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To the extent that government programs, earlier as well as now, continue to create 
imperfections in the market as a result of subsidies, the same will continue.  
 
The contribution made by the government to micro-finance should not be under-
estimated, however, because they have made clients, bankers, and government staff aware 
of the concept as well as given it credibility on a widespread basis.  
 
Products that are not based on subsides have a greater chance of being available to clients 
on a sustainable basis. Clients usually have the maturity to realize this. Various programs 
usually become part of the portfolio of choices that clients have. Thus a client is likely to 
try and access subsidies through a government promoted SHG (almost like a lottery) she 
will also be likely to become part of an SHG to get loans on a more sustainable basis. 
Meanwhile, she is not likely to stop using the moneylender either because no option is 
likely to take care of all her credit needs.  
 
Programs will have to determine products on the basis of client needs as well as 
efficiency and effectiveness of programming. I do not see SGSY as making a significant 
difference to the product decisions being made in m-F programs. 
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Assessing the impact of SGSY subsidies
on the Micro-finance sector

 
To assess the impact of SGSY subsidies on the micro-finance sector, I invited inputs from 
MFIs / NGOs, as well as Sharenet members.  
 
Among the responses received was one from Mr. Gerald Macharia, Chief Executive 
Officer of Faulu Kenya and Secretary of the African MFI Network (AMFI).  His views on 
subsidies:    
 
“In Kenya, MFI interventions even to the poorest are not subsidised. If anything interest 
rates charged on MFI loans are way above normal bank rates and way below the village 
"shylocks" who would lend to the poor in the absence of MFIs. Subsidised interventions 
are likely to remain like that: subsidies. Subsidies in Kenya are always viewed as "free" 
money and approached with a "go get it while it lasts" attitude even without any 
meaningful project in mind. 
 
My view is that in this Indian case, provide the technical support and set up at subsidy 
level and give the loan at market rate. In any case once the project period is over, the 
beneficiaries go back to market rates in accessing capital. Let them start now, but give 
them the necessary backing and infrastructure in terms of equipping them to make 
intelligent decisions about their businesses.  I like the bit on training them in the 
marketing areas as sustained markets mean sustained businesses. Training them on how 
to compete in the markets and deliver cost-effective quality will be the backbone of 
sustainable and growing businesses.” 
 
 

“World Council of Credit Unions believes subsidies can do  
more harm than good.” 

Lucy Ito, Director, Technical Services 
World Council of Credit Unions, Inc. 

 
 
Vidya Ramachandran of MYRADA notes that “SHGs represent an attempt to get away 
from the subsidy culture.  The SGSY, on the other hand, serves to ‘co-opt’ the SHGs back 
into the lure of subsidies.  The point is not one of the size of the subsidy but of its 
implications and consequences on the thinking with the SHGs. 
 
Further, in MYRADA’s experience, the poor do not need subsidies for their income 
earning enterprises; they need to be subsidized for the services that can support such 
enterprises, e.g. veterinary services, input procurement services, marketing services, 
agricultural extension services, and so on.  As things stand, these services are either not 
being provided at all, or are of sub-standard quality, or are in private hands where the 
people end up paying market rates.  The SGSY programme leaves this essential area 
untouched.” 
 
Girija Srinivasan, Development Banker:  “I think the study should bring out the subsidy 
aspect especially from the point of view of the poor. What do the poor really require? It is 
a fallacy to assume that they all require credit that too subsidised credit. Many of the 
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groups I have come across borrow for consumption, agricultural operations for their small 
farming activities and for few income generating activities. Many of them are content 
with the agricultural wages they earn, working on their farms and going for contract 
labour work. Many of them are risk averse and taking a loan for starting an IGP that too a 
new one is scary. As your study also points out some of the groups don't even require 
credit. They require only marketing and other support services. What is required is 
infrastructure and support services like agricultural extension services, veterinary support 
especially in the initial years. The subsidy should be used for creating them. I fully agree 
with Vidya's comments on them. 
 
Many a times a mature group is able to hire support services at market rate and pay for it. 
For example, a group in Madurai, Tamil Nadu consists of eighteen women. Two of them 
went for goat rearing. Sixteen bought cows through bank loans under SHG linkage 
programme. Alongwith two other nearby groups they hired the service of the veterinary 
doctor and paid him salary per month. When they found the services wanting they 
chucked him out and hired another with the help of NGO. They are mature groups of five 
to seven years. Over a period of time the groups can pay for even support services. The 
subsidy could also be used for funding NGOs for forming good groups, monitoring them 
and linking them with banks and ensuring good repayment.” 
 
SGSY guidelines allow for a uniform subsidy at 30% of project cost, subject to a 
maximum of Rs. 7,500.  In respect of SC / STs, however, these will be 50% and Rs. 
10,000 respectively.  For groups of Swaroagaris (SHGs), the subsidy shall be at 50% of 
the cost of the scheme, subject to a ceiling of Rs. 1.25 lakh.  There will be no monetary 
limit on subsidy for irrigation projects. 
 
Although no rationale is offered in the SGSY guidelines for the 30% subsidy (… why not 
20% or 40% ?), the desire to encourage SC/STs and irrigation projects is clear.  What is 
not evident is why there is a disincentive provided in the guidelines for those who repay 
their loans on time or before time.  The guidelines state that, “Swarozgaris will not be 
entitled for any benefit of subsidy, if the loan is fully repaid before a certain fixed period 
specified by NABARD depending upon the activity.”   
 
Given that the majority of businesses take three to four years to break even, the issue of 
sustainability in relation to the time available needs given due consideration in the SGSY. 
Time and profitability indicators need to be addressed in the project reports that are 
prepared. 
 
Care also needs to be taken to ensure that the provisions in the SGSY guidelines 
encourage rather than discourage prudent behaviour.  Incentives affect outcomes. 
 
Not addressing the impact of SGSY subsidies on the sustainability of the Indian micro-
finance sector could result, in the words of Al Fernandez of MYRADA, in “micro-credit 
heading towards a macro mess”. 
 
 

“Is micro-credit heading towards a macro mess ?” 
Al Fernandez, MYRADA 
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Positioning the SGSY to enhance the existing 
environment for Micro-finance sustainability 

 
 
It will be necessary to ensure that micro-finance interventions targeted for the poor by 
other institutions operating in India are not undermined by the SGSY.  This can be done 
by reviewing the subsidy component of the SGSY  -  both in terms of its impact on 
Swarozgaris, as well as on the sustainability of the micro-finance sector. 
 
Experience from past poverty alleviation programmes also show that it is possible to 
fulfill programme targets without being clear about the impact the programme has had on 
clients, or even reaching the intended beneficiaries ! 
 
For example, in the matter of hitting the targets, few programmes excelled the 
performance of IRDP.  The targets fixed for the programme were not only achieved, they 
were also exceeded.  The Sixth Plan target for family coverage under IRDP was 15 
million families, while the actual coverage during the plan period stood at 16.5 million 
families.  Similarly, the actual outlay on the Programme amounted to Rs. 4,730 crores as 
against Rs. 4,500 crores targeted in the Plan. 
 
However, the findings of various evaluation studies (including the Study of 
Implementation of IRDP by NABARD, an IFMR study and one conducted by the 
Programme Evaluation Organisation of the Planning Commission) do not support the 
view that the performance of the programme in terms of realization of objectives has been 
anything near satisfying.  
 
The studies mentioned above report  
- Considerable wrong identification of beneficiaries.   
- In many cases the assets transferred to the poor were misconceived.  What the rural 

poor want is not assets, but income. 
- Insufficient stress on motivation and skill formation of the beneficiaries. 
- Attitudes of local bank functionaries that were unhelpful. 
- The element of subsidies that undermined the program.  Many of the rural poor were 

attracted to the programme only because of the subsidies. 
 
Can the SGSY avoid these earlier mistakes ?  Unfortunately, there are indications early in 
the SGSY’s implementation that the same patterns are being repeated, and even becoming 
entrenched.  Some elements, such as subsidies and the acquisition of assets (which 
enhance debt but not necessarily income, especially where access to markets  - as well as 
to essential business development services -  is inadequate) are integral to the SGSY’s 
programme design and cannot be altered without rethinking the SGSY’s basic programme 
parameters. 
 
Other shortcomings, including the non-inclusion of tribal families in the BPL survey;  
limited and sporadic access to relevant training and skill development opportunities for 
programme beneficiaries; and attitudes of local bank functionaries that are unhelpful, 
while already evident, can be more readily addressed. 
 
That the shortcomings of the IRDP identified in a variety of evaluation programmes are 
already evident in the SGSY ought to be cause for concern, and spur corrective action. 
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Dr. V. Rengarajan, Senior Economist, Economic Research Division, Indian Overseas 
Bank, Chennai offers additional instances of lessons learnt:  
 
• In IADP in 1965 package of practices (inputs like training, fertilizer, pesticide, 

extension, weedicides, marketing, storing) was introduced first and then credit was 
sought at the last. Unfortunately in 1980s in IRDP first the credit is sought coupled 
with subsidy (the villain of the piece) without much botheration of the other linkages. 
Lesson:  Credit is not a magic bullet to fetch the development for the poor. Credit also 
approach (not credit alone) is needed for any sustainable development particularly for 
the poverty alleviation.  

  
• Regarding coverage of SC/ST beneficiaries, is there any candid eligible beneficiaries 

uncovered by any govt. subsidy programmes ? The position in Banks' NPA/Overdues/ 
outstandings under such programmes on one hand and the 100 % utilisation of 
subsidy and in some cases unutilised and some others under utilised on the other hand 
would give answer to the above.  

 
• Selection of Activities:  Do the economic activities selected by the Panchayat and 

DRDA really match the needs of the poor?  
 
• Linkages:   How are the backward and forward linkages identified and how are they 

met to meet the specific needs from the demand side under SGSY?  
 
• Microcredit:  " Multiple credit and increase the credit over time " . I think the 

objective of SGSY is certainly not to make the Swarozgaris a permanent debtor with 
more liabilities and always dependent of the Govt. subsidy and bank loan (always 
beneficiary and not as self reliant beings)  

 
• Many of the poor do not differentiate the credit and grant.  
 
• Disproportion of quantum of loan to the actual need (Rs 5000 for vegetable vendor) 

results in more over due and enhance the liabilities of the Swarozgaris due to no fault 
of him. 

 
• Subsidy:  Subsidy is antithesis of development.  It kills self-initiatives and self-

confidence .  
 
• Group formation:   How competent is the grama sewak to form a group like that of 

NGO ?  Will there be any difference between target reaching under family planning 
and the one under SHG formation by them strictly following the "one size fit for all” 
formula ?  
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Creating an enabling environment 
 
The following questions were asked on Sharenet (a global discussion forum for 
Microfinance professionals):   
 
• Is a country's Microfinance industry better served by the government creating an 

enabling environment for its growth, or by becoming a major player itself ? (And are 
development outcomes likely to vary, if one is emphasized rather than the other ?)  

 
• If creating an enabling environment for the growth of the Microfinance industry 

represents a more sensible use of the government's limited financial resources, what 
are some steps it needs to take in this direction ? 

 
Mr. Gerald Macharia, CEO of Faulu Kenya, responded by stating that this dilemma is 
universal.  Should government be in business, social services and infrastructure or should 
it create the environment for others to do this better? 
 
1. Government is not known anywhere to be efficient. In Kenya, government has 
bungled every single attempt to be in business, social services or infrastructure in a 
meaningful way. Reasons are: corruption, politicisation of the processes, vested and 
parochial interests, lack of adequate strategic assessment mechanisms. 
 
2.  Government  delivery  of  services  falls  short  of  any  industry  standards and the    
fact  there is  no  "real"  stakeholder in a government intervention makes performance and 
accountability a problem. 
 
3.  My thinking  is that government should create the necessary enabling environment 
to  attract  NGOs and PRIVATE SECTOR investors with a real stakeholder perspective to 
invest  in  MFIs.  As  long  as  an  environment that offers easy entry and adequate returns 
exists,  investors  will  be  found.   Remember  MFI  clients  themselves  are entrepreneurs 
generating  a  reasonable  return  out  of  their  businesses  to repay their loans and sustain 
themselves. They  understand  the concept clearly and it is only us, the players in the MFI 
industry  who  spoil  them  with  subsidized  loans!   Where  there  are  no  MFIs  the poor 
survive  through  village  "shylocks"  who  charge  10 times more than the most expensive 
MFI loan. Obviously  this stalls micro-enterprise development BUT does not kill it!  Now 
if  you put government in there, everybody freeloads and enterprises develop long enough 
to   die   when   the   government  intervention   ends,  simply  because  they  subsisted  on 
subsidies. 
 
4.  Let   the   governments  provide  a  thriving  environment  for  all  stakeholders  to 
make   a   reasonable   return   on   investment   and   only  then  will  true  free  enterprise 
thrive, even at base micro level.” 
 
Anuj K. Jain,  with CARE Zambia, offered this perspective in response to earlier postings 
relating  to  this  discussion:   “While  what  you  wrote makes a lot of common sense, the 
added factor  in this dilemma is the 'out-reach' issue, specially in a country like India (and 
even  in  a  place  like  Kenya),  the  private/development  sector  reaches  to  a  minuscule 
percentage  of  micro-finance  hungry  clients … and,  while government backed agencies 
usually are unable  to  deliver quality/ sustainable service, they often have the potential of 
larger out-reach!   I  have  been  in the middle of this debate on several occasions, and the 
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common  sense  would  support  Gerald's  view … but there is a definite argument against 
that  common  sense,  which  needs  to  be  evaluated  in  a  particular  context, before one 
decides to throw it out (BRI a case in point).”     
 
The   final   posting   in   this   discussion  stream  was  by  Hege  Gulli,  Ph.D.  candidate, 
Norwegian School of Economics and Business Administration:  I would say that the most 
important  is  to  build  an  enabling  environment.  In  Bolivia, the most important aspects 
of such an environment for rural finance is 
 
1)  Improve roads 
2)  Improve telecommunication systems 
3)  Simplify the supervision of MFIs (for instance the requirement of reporting  

every day to the Superintendency of Banks). 
 
 
 
 

 
“What is needed is a conducive environment  

and enabling legal framework for the  
Microfinance sector to flourish.” 

Dr. Orlando J. Sacay 
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Conclusions and Next Steps 
 

The SGSY is currently one of the Government of India’s principal tools for alleviating 
rural poverty.  It implicitly recognises the central role that enterprise can play in 
improving quality of life, even for the poorest of the poor, and endorses the Bank-SHG 
linkage model. 
 
This study has sought to document progress in the implementation of the SGSY, identify 
the opportunities and threats the scheme (including its subsidy component) provides in 
the range of MF products and services, and suggest possible alternatives for positioning 
the scheme to enhance the existing environment for micro-finance sustainability. 
 
Based on the findings of the study, the following conclusions and suggestions for next 
steps are offered:  
 
• The SGSY currently contains few processes where client needs can inform policy 

planning / evolution on an ongoing basis. Listening to stakeholders through 
participatory policymaking can do much to identify and avoid unintended 
consequences for poor people.  It will therefore be essential to look beyond  
spreadsheet data (however reassuring this data may appear) and allow the voices        
of the poor to be heard, and acted upon.   

 
• There is a need to build flexibility into the implementation of the SGSY, document 

innovations, and facilitate experience sharing / benchmarking of best practices among 
SHGs. Be prepared to innovate if SGSY is not delivering desired outcomes;  define 
criteria for pulling the plug on existing approaches, if necessary, and implementing 
alternatives that work in raising BPL families above poverty line.  The programme 
exists to serve Swarozgaris and not the other way around … 

 
• The availability of appropriate Business Development Services (BDS) will continue 

to be a constraint that will determine the viability of the economic activity undertaken 
by SGSY clients.   

 
• Subsidies available under the SGSY could be utilized to support the growth of needed 

Business Development Services.  Since capital is only one of several resources 
needed to ensure the viability and success of an enterprise, supporting the 
development and grown of the BDS sector is essential.  This aspect has been largely 
neglected in the SGSY programme. 

 
• SGSY subsidies can also be used by SHGs to finance the formation of new groups 

that can benefit from the SGSY programme.  Self-help group formation is an 
important issue, and the necessary resources (in terms of both manpower and money) 
to form and nurture new groups in the numbers required to meet SGSY programme 
targets appear to be lacking. 

 
• SHGs can build social capital and even rural infrastructure, promote functional 

literacy, health etc.   
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• Subsidies can also be linked to good practises among programme clients: ie. sending 
their children (especially girls) to school instead of staying home; clean sanitation 
practices, etc.  

 
• Place close attention to incentives.  Incentivize desired outcomes / impacts. 
 
• Reforms may be required in rural banking, including the creation of a rural banking 

cadre, to support the SGSY. 
 
• Corporate India is taking a growing interest in rural markets, as well as SHGs.  It may 

be worth exploring synergies that could exist in this regard to support the SGSY and 
its clients. 

 
• Leveraging the reach and presence in every Indian village of the informal financial 

sector (IFS) and working in cooperation instead of competition with the IFS would 
help enhance the impact of the SGSY.  Seeking synergies with the IFS isn’t a new 
idea:  SHGs, which are central to the SGSY, are a characteristic feature of the IFS. 
Other possibilities for partnership between the formal and informal financial sectors 
have been alluded to by IFAD.  The author of this study has also written extensively 
about the possibilities for partnership between the IFS and the formal financial sector 
to reduce rural interest rates, encourage enterprise, and enhance India’s economic 
growth. 

 
• In the final analysis, developing micro-enterprise (ME) and not just delivering micro-

finance (MF) is the objective. 
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Annexture A 
 

Questionnaire for study on the  
Swarnjayanti Gram Swarozgar Yojana (SGSY) 

 
Introduction 
 
The research objectives of this questionnaire are to:  1)  Assess the current status of 
implementation of the SGSY, and 2) document the practical experiences and views of 
institutions and individuals who are stakeholders of the SGSY, including policy planners, 
state-level officials responsible for the planning, implementation, monitoring and 
evaluation of the programme, DRDA / ZP officials, Panchayat Samiti and Gram Sabha 
members, NGOs/MFIs, and SGSY beneficiaries. 
 
The interviewee can expect to spend between 20 minutes to one and a half hours being 
interviewed, depending on the level of expertise and involvement in the SGSY program. 
Once the first draft of the document is completed, interviewees will be asked to review 
and approve any sections referring to their institution’s experience (if applicable). 
 
This study has been commissioned by CARE India. 
 
General Background 
 
1. Name of interviewee: 
 
2. Title of interviewee: 
 
3. Name of institution: 
 
4. Contact address: 
 
 

Telephone:    
Fax:     
E-mail: 

 
Questions for policy planners, state-level and DRDA / ZP officials: 
 
1. What is the current status of the implementation of the SGSY ?  In which states / 

districts / blocks is the SGSY operational ?   
 
 
 
 
2. Please state the number of beneficiaries and new SHGs formed (and whether the 

process of SHG formation has been satisfactory). 
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3. What areas of success, and bottlenecks, are you experiencing in implementing the 
SGSY ? 

 
 
4. Have details of the SGSY been clearly communicated to all the stakeholders at the 

district, block and village level, including individual beneficiaries and bankers ? 
 
 
 
5. Have key activities been identified, and project reports prepared at the block level ? 
 
 
 
6. Have the linkages envisaged in the SGSY (between beneficiaries and banks, training 

and other business support services) been satisfactorily formed ? 
 
 
 
 
7. General comments on the implementation of the SGSY including suggestions, if any: 
 
 
 
 
 
Questions for Panchayat Samiti and Gram Sabha members: 
 
1. What is the current status of implementation of the SGSY in your constituency ? 
 
 
 
 
2. Has a BPL survey been conducted and beneficiaries / Swarozgaries identified (with 

due care to exclude the non-poor / non-eligible) ? 
 
 
 
 
3. How many SGSY beneficiaries are there in your constituency, and how many new 

Self-Help Groups have been formed ?  Are you satisfied with the process of group 
formation ? 

 
 
 
 
4. Do you have a clear understanding of all the relevant aspects of the SGSY, and have 

you communicated these to the beneficiaries of this scheme ? 
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5. Have linkages been formed between beneficiaries of the SGSY and bankers in your 
area, and is the level of support from bankers adequate to make the SGSY a success ? 

 
 
 
 
6. In your opinion, what factors other than credit will be crucial for the success of the 

SGSY scheme, and help the beneficiaries earn a minimum of Rs. 2,000 per month 
within 3 years net of repayment of the bank loan on a long-term / sustainable basis ? 

 
 
 
7. Are subsidies essential for the success of this scheme ?  Will beneficiaries be able to 

continue building their businesses when subsidies are withdrawn at a later date ? 
 
 
 
 
8. General comments on the implementation of the SGSY including suggestions, if any: 
 
 
 
 
 
Questions for NGOs / MFIs: 
 
1. What is the main focus of your institution ? 
 
 
 
 
 
2. What Micro-finance products / services do your offer ?  Please specify. 
 
 
 
 
 
3. What are your perceptions of the impact that the SGSY will have on your range of 

Micro-finance products and services ?  Do you expect this impact to be positive or 
negative ?   

 
 
 
 
 
4. Will you need to position, or price, your Micro-finance products / services differently 

as a result of the SGSY ?  Please explain. 
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5. What is your assessment of the impact that SGSY subsidies will have on the 
sustainability of the Micro-finance sector as a whole ?   

 
 
 
 
6. Are you familiar with the opportunities that the SGSY presents for the participation of 

NGOs (in SHG group formation, training of beneficiaries etc.) ? 
 
 
 
 
7. General comments on the SGSY, including suggestions if any: 
 
 
 
 
 
Questions for Programme Beneficiaries / Swarozgaris: 
 
1. What is your current / past occupation ? 
 
 
 
 
2. How large is your household and what, on average, is your current monthly income ? 
 
 
 
 
3. Are you a member of a Self-Help Group ?   
 
 
 
 
4. If yes, how recently was your group formed and how many members does it have ? 
 
 
 
 
5. Have you chosen an activity for income generation under the SGSY ?  How did you 

select your activity (or was one assigned to you) ? 
 
 
 
6. Have you received any funds under the SGSY, and bought assets for your new 

income-generating activity ?  (If yes, what assets did you buy and how much did they 
cost ?) 
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7. Do you currently have the skills needed to run your new income-generating activity ? 
 
 
 
 
8. If not, is training available to you ?   (What kind of training, and what is its cost ?) 
 
 
 
 
9. Who are the customers for your products / services ?  Where do they live ? 
 
 
 
 
10. How convenient is it for you to access your bank account under the SGSY ?  Are you 

facing any difficulties in this regard ? 
 
 
 
 
 
11. What non-credit support will you need to succeed in your new income-generating 

activity ?  (For example: training, assistance with marketing, etc.)  Please specify. 
 
 
 
 
 
12. What do you expect to earn from your new income-generating activity next month, 

three months / three years from now ?   
 
 
 
 
 
13. How do you plan to build on your newly acquired skills and assets five or ten years 

from now ? 
 
 
 
 
 
14. General comments on the SGSY, including suggestions if any: 
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Annexture B 
 

DETAILS OF THE SGSY GUIDELINES 
 

PREAMBLE 
 
Despite efforts made over the past few decades, rural poverty in India continues to be 
significant. While the anti-poverty programmes have been strengthened in successive 
years and while, in percentage terms, poverty levels have reduced from 56.44% of India's 
population in 1973-74 to 37.27% in 1993-94, the number of rural poor has more or less 
remained static and is estimated to be about 244 million persons.  
 
The effect of such a large percentage of poor on the country's development is not difficult 
to appreciate.  Quite obviously, we need to redress the situation quickly. It is in this 
context that the self-employment programmes assume significance for, they alone can 
provide income to the rural poor on a sustainable basis.   
 
To begin with IRDP was the only self-employment programme. Beginning with Training 
of Rural Youth for Self Employment (TRYSEM), a number of allied programmes have 
been added over the years such as Development of Women & Children in Rural Areas 
(DWCRA), Supply of Improved Toolkits to Rural Artisans (SITRA), and Ganga Kalyan 
Yojana (GKY).   
 
The multiplicity of programmes, being viewed as separate programmes in themselves, 
resulted in a lack of proper social intermediation, absence of desired linkages among 
these programmes inter se and the implementation being more concerned with achieving 
individual programme targets rather than focussing on the substantive issue of sustainable 
income generation.  
 
To rectify the situation, the government has decided to restructure the self-employment 
programmes.  A new programme known as "Swarnjayanti Gram Swarozgar Yojana" 
(SGSY) has been launched from April 1999.  This is a holistic programme covering all 
aspects of self employment such as organisation of the poor into self help groups, 
training, credit, technology, infrastructure and marketing. SGSY will be funded by the 
Centre and the States in the ratio of 75:25. 
 
With the coming into force of SGSY, the earlier programmes IRDP, TRYSEM, DWCRA, 
SITRA, GKY and MWS are no longer in operation.   The unspent balances, as on 1.4.99, 
under these erstwhile programmes, will be pooled under the head SGSY and utilised as 
per the new guidelines. 
 
The objective of SGSY will be to bring the assisted poor families (swarozgaris) above the 
poverty line in three years, by providing them income-generating assets through a mix of 
bank credit and government subsidy.   It would mean ensuring that the family has a 
monthly net income of at least Rs. 2000.  Subject to availability of funds, the effort will 
be to cover 30% of the poor families in each block during the next five years. 
 
Quality will be the hallmark of SGSY, which has to be imaginatively used to bring people 
above the poverty line. 
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Salient features of Swarnjayanti Gram Swarozgar Yojana 
       
• Swarnjayanti Gram Swarozgar Yojana aims at establishing a large number of micro-

enterprises in the rural areas, building upon the potential of the rural poor. It is rooted 
in the belief that rural poor in India have competencies and, given the right support 
can be successful producers of valuable goods/ services.  

   
• The assisted families (henceforth known as Swarozgaris) may be individuals or 

groups (Self-Help Groups). Emphasis will be on the group approach. 
 
• The objective under SGSY is to bring every assisted family above the poverty line in 

three years.  
 
• Towards this end, Swarnjayanti Gram Swarozgar Yojana (SGSY) is conceived as a 

holistic programme of micro-enterprises covering all aspects of self-employment, viz., 
organisation of the rural poor into Self-help groups and their capacity building, 
planning of activity clusters, infrastructure build up, technology, credit and marketing. 

 
• In establishing the micro-enterprises, the emphasis under SGSY is on the cluster 

approach.  For this, 4-5 key activities will be identified for each block based on the 
resources, occupational skills of the people and availability of markets. Selection of 
key activities will be with the approval of the Panchayat Samitis at the block level and 
the DRDA/ZP at the District level. The major share of SGSY assistance will be in 
activity clusters.  

 
• SGSY will adopt a project approach for each key activity. Project reports will be 

prepared in respect of identified key activities. The banks and other financial 
institutions will be closely associated and involved in preparing these project reports, 
so as to avoid delays in sanctioning of loans and to ensure adequacy of financing. 

 
• The existing infrastructure for the cluster of activities will be reviewed and gaps will 

be identified. Critical gaps in investments will be made under SGSY subject to a 
ceiling of 20% (25% in the case of North Eastern States) of the total programmes 
allocation for each district.  This amount will be maintained by the DRDAs as 'SGSY 
- Infrastructure Fund' and which can also be utilised to generate additional funding 
from other sources.  

 
• The effort under SGSY is to cover 30% of the poor in each block in next five years 

through an efficient programme.  In planning of the key activities, care would be 
taken to ensure that the maximum numbers of Panchayats are covered without 
jeopardising the quality of the programme.   

 
• SGSY will also focus on Group approach.  This would involve organisation of the 

poor into Self-Help Groups (SHGs) and their capacity building. Efforts would be 
made to involve women members in each SHG.  Besides, exclusive women groups 
will be continue to be formed. At the level of the Block, at least half of the groups will 
be exclusively women groups. Group activity will be given preference and 
progressively, majority of the funding will be for Self-Help Groups. 
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• The Gram Sabha will authenticate the list of families below the poverty line identified 
in the BPL census.  Identification of individual families suitable for each key activity 
will be made through a participatory process.  

 
• SGSY is a credit-cum-subsidy programme. However, Credit will be the critical 

component in SGSY, subsidy being only a minor and enabling element. Accordingly, 
SGSY envisages a greater involvement of the banks.  They will be involved closely in 
the planning and preparation of projects, identification of activity clusters, 
infrastructure planning as well as capacity building and choice of activity of the 
SHGs, selection of individual Swarozgaris, pre-credit activities and post-credit 
monitoring including loan recovery.  

 
• SGSY will seek to promote multiple credit rather than a one-time credit 'injection'.   

The credit requirement of the Swarozgaris will be carefully assessed.  They will be 
allowed and, in fact, encouraged for increasing their credit intake over the years.  

 
• SGSY will seek to lay emphasis on skill development through well-designed training 

courses. Those, who have been sanctioned loans will be assessed and given necessary 
training.  The design, duration of training and the training curriculum would be 
tailored to meet the needs of the identified activities. DRDAs will be allowed to set 
apart upto 10% of the SGSY allocation on training.  This would be maintained as 
'SGSY - Training Fund'. 

 
• SGSY will ensure upgradation of the technology in the identified activity clusters. 

The technology intervention will seek to add value to the local resources, including 
processing of the locally available material from natural and other resources for local 
and non-local market. 

 
• SGSY will provide for promotion of marketing of the goods produced by the SGSY 

Swarozgaris.  This would involve providing of market intelligence, development of 
markets, consultancy services, as well as institutional arrangements for marketing of 
the goods including exports. 

 
• Subsidy under SGSY will be uniform at 30% of the project cost, subject to a 

maximum of Rs. 7500. In respect of SC/STs, however, these will be 50% and Rs. 
10000 respectively.  For Groups of Swarozgaris (SHGs), the subsidy would be at 50 
% of the cost of the scheme, subject to a ceiling of Rs. 1.25 lakh. There will be no 
monetary limit on subsidy for irrigation projects. Subsidy will be back-ended.  

 
• SGSY will particularly focus on the vulnerable groups among the rural poor. 

Accordingly, the SC/STs will account for at least 50% of the Swarozgaris, women for 
40% and the disabled for 3%.   

 
• SGSY will be implemented by the DRDAs through the Panchayat Samithis. The 

process of planning, implementation and monitoring would integrate the banks and 
other financial institutions, the PRIs, NGOs, as well as technical institutions in the 
district. DRDAs will be suitably revamped and strengthened. 
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• 15% of the funds under SGSY will be set apart at the national level for projects 
having a far reaching significance and which can also act as indicators of possible 
alternative strategies to be taken up in conjunction with other departments or semi-
government or international organisations. This would include initiatives to be taken 
in the individual districts or across the districts.    

 
• Funds under the SGSY will be shared by Central and State Governments in the ratio 

of 75:25.  
 
• The central allocation earmarked for the States will be distributed in relation to the 

incidence of poverty in the States.  However, additional parameters like absorption 
capacity and special requirement will also be taken into consideration during the 
course of the year. 

 
 
1.   Activity Clusters - Planning and Selection 
  
• The objective of Swarnjayanti Gram Swarozgar Yojana is to bring every assisted 

family above the poverty line within three years, through provision micro-enterprise. 
 
• The monthly income from the activity to be undertaken should not be less than Rs. 

2000, net of repayment to the bank loan. This may not always come in the first year 
itself. As indicated, the objective is to see that the assisted family comes above the 
poverty line in three years.  

 
• SGSY lays stress on cluster approach. What this means is that instead of funding 

diverse activities, each block should concentrate on a few select activities (key 
activities) and attend to all aspects of these activities, so that the Swarozgaris can 
draw sustainable incomes from their investments.  

 
• These key activities should preferably be taken up in clusters so that the backward  

and forward linkages can be effectively established.  This would facilitate not only 
monitoring but more importantly provision of various services required by the 
swarozgaris.  

 
Selection of Key Activities 
 
• The success of SGSY will therefore depend, to start with, on the choice of activities. 

The key element is that the choice of activity should be based on the local resources, 
the aptitude as well as the skill of the people. It is also necessary that the products 
have ready market.  

 
• The choice of key activities should not be an arbitrary or an ad hoc decision, and 

should be a carefully thought out process.  
 
• The Block SGSY committee has a very important role to play. In identifying the key 

activities that can be taken in the next five years, the committee should ensure that 
this selection takes place through a participative process.  
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• Firstly, the effort should be to see that broadly 30% of the rural poor in the block are 
covered in the next five years. (This of course would be subject to availability of 
funds; but this number may be kept in view for the purpose of preparation of plans).  

 
• For this, a profile of the poor families, as reflected in the BPL Census will be 

important.  
 
• The Block SGSY committee should analyse the potential for farm activities. Care 

must be taken to see that they have access to short-term credit and other inputs.  
 
• The next category is those that may have an inherent skill. These would primarily be 

the rural artisans who form a significant segment of the rural society.  Under SGSY, 
the rural artisans should be covered in a significant manner.  

 
• Another category would be the unemployed educated youth.  A number of them 

would have been trained in the recent years under TRYSEM.  An inventory may be 
taken of such people to find out which activities are best suited for the area.  

 
• The Block SGSY committee may also look at the potential link plans prepared by 

NABARD as also any other survey carried out by different banks, industrial / 
technical organisations, etc.  The local Khadi & Village Industry officials as well as 
the District manager of District Industry Centre may also be consulted. 

 
• The Block SGSY committee must interact with as many sarpanches as possible and 

also discuss with groups of rural poor such as the landless labour, the educated 
unemployed, those rural poor with lands, the artisan groups etc.  

 
• Where Self-help groups are in position, they should also be consulted. In their 

discussions, the committee should explore the various opportunities that are available 
(provided credit, technology, skill upgradation and marketing are assured) to enable 
the poor to cross the poverty line.  

 
• While conducting this dialogue, the Block SGSY committee should be equipped with 

information relating to the performance of various activities in the village whether 
such activities are taken up under government programmes or otherwise. The 
committee should use that knowledge to supplement the traditional knowledge of the 
poor households and to facilitate in the identification of suitable activities.  

 
• In this process, the traditional wisdom of the poor families is given value and the 

Block committee builds upon the traditional knowledge of the poor families with their 
knowledge base. It must be ensured that the consultation process is genuine and not 
perfunctory or token in nature.  

 
• In so far as on-farm activities are concerned, provision of irrigation facilities 

continues to be important. These facilities can be provided either in the form of open 
dug wells or bore/tube wells or through lift irrigation or through check dams etc., In 
other words, the nature of source is not important for providing irrigation facilities 
under SGSY.  
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• Effort may be made to bring in as much of the land of the rural poor as possible under 
irrigation so that they can have sustainable incomes. Minor irrigation investment will 
include cost of well, lifting device and land development- a composite investment.  
Working capital requirement can also be considered but would not be eligible for 
subsidy. 

 
• Minor irrigation projects may be group oriented or individual oriented. It is preferable 

to adopt as far as possible, a project approach under minor irrigation instead of 
spreading the investment in a scattered manner.  Minor Irrigation can also be basis for 
activity clusters or formation of SHGs. 

 
• As regards non-farm activities, care must be taken to identify only those activities that 

result in the production of goods/services that have a ready market. Separate 
guidelines will be issued in this regard.  

  
• Based on this consultation process, the committee may identify about 8-10 activities, 

which they may rank in the order of preference. This list should then be placed before 
the general body of the Panchayat Samithi (Block Panchayat).  The Panchayat 
Samithi should be asked to give its recommendations.  

 
• The list of selected key activities, alongwith the recommendations of the Panchayat 

Samithi, should then be forwarded by the BDO to the District SGSY committee for 
consideration. Before sending the list to the District SGSY committee, the Block 
committee should prepare a brief project report, keeping in view the guidelines. 

 
• The District SGSY committee will receive the block-wise proposals and will vet 

them.  The committee will select not more than 4-5 activities per block.  In doing so, 
the District SGSY committee will ensure that the infrastructure already available in 
the district - in terms of production, service, training facilities as well as market are 
utilised and that the choice of activity does not require a new effort in all directions - 
production as well as markets.  In other words, at least some of the key elements of 
the economic chain of the selected activity should be present and it is only the missing 
link that needs to be provided.   

 
• Secondly, in choosing the activities, the district level committee will also ensure that 

Swarozgaris taking up the activity can realise the minimum income of Rs.2000 per 
month, after repayment of the bank loan. The committee will ensure that the views of 
the line departments are taken into consideration so that the line departments have a 
commitment  to the key activity being taken up in the respective blocks. 

 
• The District SGSY Committee should scrutinise the proposals for each key activity 

separately in consultation with the concerned experts including the line department 
officials. In fixing the unit costs for the farm sector, the costs fixed by the regional 
committees of NABARD should be taken into consideration. In regard to the loans for 
various purposes falling under ISB sector of SGSY, the responsibility of fixing the 
unit cost and other techno- economic parameters is of the committee. 

 
• It must be noted that identification of activities is a one time exercise. It is therefore 

necessary that it should be done in a careful manner and without converting it into a 
routine matter. Since the choice of 4-5 key activities per blocks as per the procedure 
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detailed above in this chapter would naturally take time, it would be preferable to 
identify quickly one or two activities in each block on an ad hoc basis only for the 
year 1999-2000, so that the implementation of SGSY can be started straight away. It 
should be easy to do so based on activities that have been found to be successful 
under IRDP. This should however be restricted to one or two activities and the earlier 
practice of taking up large number of activities should not be repeated.   

 
• Care should however be taken that the market is readily available for the products.  As 

regards the final selection, this may be completed in about three months.  A detailed 
timetable may be drawn up by each DRDA for each Block and the schedule 
publicised so that everyone is aware of the selection of key activities. 

 
• The above key activities will be normally valid for next five years, however, it is 

always possible that at the end of two years this can be reviewed and re-evaluated 
with experience on ground. 

 
Preparation of project reports  
 
• For each key activity there should be a project report indicating the various elements 

such as training, credit, technology, infrastructure and marketing.  The project report 
should indicate how many people could be covered economically in a block under a 
key activity.  The tendency to provide finance to a large number of similar units must 
be avoided so as to prevent creation of excess capacity.   

 
• The project report should also include the balancing infrastructure that needs to be 

provided and the costs involved. The district level committee should ensure that it is 
well within the limits of the money that is likely to be available under SGSY 
infrastructure.   

 
• Care should be taken to avoid an attempt to create infrastructure for line departments 

without concomitant benefit to Swarozgaris.  The test of SGSY will be in additional 
incomes created to Swarozgaris, the additional infrastructure being only an enabling 
factor.  

 
• The project report should specifically include a chapter on the levels of investment 

required at individual Swarozgari's level or by a group. The economics for group 
lending should be shown distinctly from that of individual lending. The Project report 
shall be prepared for each activity and for each block separately. The project report 
should indicate that whether the key activity selected is for individual or group or 
both.  The economics should also be clearly spelt out for each of these. The 
economics should indicate the details of investment required, the details of returns, 
the repayment schedule and the net income accruable to the Swarozgari. 

 
• The committee should undertake the entire exercise in a careful manner and not as 

routine exercise. All expenses relating to this exercise will be borne by the DRDA 
from their administrative expenses, which are provided for separately under the head 
'DRDA Administration'.  

 
• The Line departments have an important role to play in the entire exercise, for they 

will be responsible for implementation and monitoring of respective sectoral 
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activities. SGSY would need a very close collaboration between the implementing 
agencies and the line departments. Presently, this is lacking or at least is not taking 
place to the desired extent. This collaboration must start with the identification of key 
activities and preparation of project reports.  

 
• The line departments will be responsible for planning and creation of the 

infrastructure required making the key activity successful. In addition, once the bank 
has sanctioned the loan, the line departments must ensure that all facilities including 
technical guidance are provided to the swarozgaris.  

 
• The line departments may also verify whether the swarozgaris have the necessary skill 

requirement and take steps to train them. The line departments should also satisfy 
themselves about the quality of training that is being imparted. They should assist the 
DRDAs in ensuring that the swarozgaris are duly trained in appropriate institutions. It 
shall be their responsibility to monitor the progress and whether swarozgaris are able 
to derive the expected levels of income. In other words, the line departments must 
recognise that promotion of self-employment in their sector as much their 
responsibility as that of DRDA / Panchayati Raj Institutions / Banks and it should be 
an integral part of their day-to-day functioning. 

 
• On approval by the District SGSY committee, the list of selected key activities as well 

as the project report of each key activity in respect of each blocks should be placed 
before the governing body of the DRDA. Where no DRDA exists, it should be placed 
before the Zilla Parishad. On approval, it should be circulated to the BDO and all the 
banks in the concerned blocks as well as the concerned line departments.  

 
• All the banks in the district would be expected to follow the model set out in the 

respective project reports. Under any circumstances, under-financing of the key 
activity should not be allowed. This should be reviewed in the Block SGSY 
committee constantly.  

 
• The major share of SGSY assistance will be for the key activities.   A minimum of 

75%, both by number and funding, will be for the key activities identified in the block 
both as group assistance and individual assistance. However, assistance is not 
prohibited for other activities.   

 
• There may be stray instances where a Swarozgari may like to take up an activity by 

himself / herself and where the nature of activity is such that its economic return is 
assured.  SGSY allows such activities but subject to a limit of 25% of the total 
number and funding of Swarozgaris in any given year. It must be noted that this is 
only an enabling provision for exceptional cases and it is expected that the funding of 
key activities will be the norm. Therefore, the figure of 25% is only the upper limit 
and should not be the norm. 

 
Clusters 
 
• The key activities may be taken up for implementation preferably in clusters. It must 

be noted that the clusters are not mere geographic agglomerations but units where the 
backward and forward linkages can be effectively established. This will facilitate 
greater control of the progress of the programme, including setting up of 
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infrastructure, raw material distribution, technology transfer as well as quality control. 
It is not essential that SGSY should be implemented in each and every village of the 
Block. Advantage may be taken of the infrastructure already built up so that the 
results may be more definite. At the same time, care must be taken to see that 
maximum number of villages are covered under one or other of the activity clusters.  

 
• The clusters will be taken up for each activity separately. The idea is to select a few 

villages every year under key activity and concentrate the effort so that necessary 
linkages are available and also the monitoring becomes easy. It is not necessary that if 
a cluster of villages is taken up one year, it should be given up the next year.  More 
swarozgaris can be brought each year under the key activity in the identified clusters. 
However, in doing so, care must be taken to see that there is no undue concentration 
of a programme in only a few villages.  

 
• After the District SGSY committee communicates the list of selected key activities for 

the Block, the Block SGSY committee will identify the villages to be covered under 
each activity. This is an exercise that needs to be taken up before the beginning of 
each financial year. This process is for identification of clusters for taking up each 
activity in a focused manner. The list of villages so selected may be placed before the 
panchayat samithi, so that members of the panchayat samithi are aware of the 
selection and also the principles that underline the selection of villages.  

 
• As already indicated, under SGSY the objective is to plan to cover 30% of the rural 

poor families in every block under self-employment and it is not necessary that all 
villages should be covered. However, it would also be reasonable to cover as many 
villages as possible without sacrificing the principle of a cluster approach.  Therefore, 
the right balance must be struck by a Block SGSY committee.  

 
• It is not necessary that each village should have only one key activity. Given the 

nature of villages, the infrastructure and economic opportunities that are available, it 
is always possible that a village may have more than one and even all the five key 
activities listed for the blocks.  However the need to cover a larger number of villages 
must also be kept in view.  A balance must be struck between the spread factor and 
efficiency factor. At any cost efficiency of the programme should not be sacrificed. 

 
 
2.    Programme Infrastructure 
 
• Proper infrastructure is essential for the success of micro enterprises. The 

infrastructure may be either for production, processing, quality testing, storage or 
marketing.  The lack of proper attention to this item has been one of the drawbacks of 
IRDP.  Although provision had been made for expenditure on infrastructure, the 
investments made did not necessarily correspond to the needs of the self-employed.   

 
• SGSY will seek to ensure that the infrastructure needs for the identified activities are 

met in full, so as to enable the Swarozgaris to derive the maximum advantage from 
their investments. Planning for infrastructure will be made in close concert with the 
banks. As indicated earlier, the project report for each key activity should clearly 
identify the existing infrastructure and the additional infrastructure that needs to be 
created.   
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• It should be noted that the creation of additional infrastructure should be meaningful 
and should only be in the nature of providing the missing critical links. The proposals 
for infrastructure development should be drawn up by DRDA in consultation with 
Bankers and form part of the Annual Plan of the Block and District.  

 
• The provision of infrastructure is essentially the responsibility of the State 

Governments.  Therefore, the States will strive to provide for necessary investments 
as part of their plan efforts of the respective departments. Where the plan funds of the 
line departments does not have adequate provision, recourse may be had to JGSY and 
EAS. Similarly, any other State or Centrally sponsored schemes can also be used 
creation of infrastructure. Recourse to SGSY infrastructure fund should be as a last 
resort and only critical gaps in investments will be made under SGSY.   

 
• The District SGSY committee should review the infrastructure gaps and identify the 

areas of intervention for financing projects in activity clusters.  Infrastructure needs 
and their fulfilment will be constantly and closely monitored by the DRDA, 
particularly the Governing Body of DRDA, to ensure that infrastructure needs are met 
as per plan.  Financing in sectors should be restricted where infrastructure is 
inadequate. 

 
• It should be noted that the funds available for providing infrastructure support under 

SGSY are primarily to bridge small gaps in infrastructure which can make the 
programme implementation more effective and not for creation of an altogether non -
existent infrastructure in the area. Funds for infrastructure development should, in no 
case be used to augment resources of the State Government for development of 
general infrastructure. 

 
• In order to meet expenditure on such critical infrastructure, SGSY will provide for a 

fund, which will be known as 'SGSY - Infrastructure Fund'. 20% (25% in the case of 
North Eastern States) of SGSY allocation for each district will be set apart for this 
fund. DRDAs will maintain this fund in a separate account.  The DRDAs are advised 
to utilise this fund to generate additional funding wherever feasible.   

 
The following principles may be kept in view while framing the infrastructure proposals: 
 
(a) The infrastructure activities should enable SGSY Swarozgaris' full utilisation of 
their assets.  Marketing linkages should be given priority.   
(b) The proposals should emerge out of the specific activities being taken up by the 
Swarozgaris and the location decisions should be made by the Blocks/DRDAs in 
consultation with Bankers. 
(c) Only village or Block or District level infrastructure should be planned.  In no 
case should the proposals envisage development of infrastructure at the State or regional 
level.    
(d) Only the fixed cost and not the recurring expenditure should be met out of SGSY 
funds.  There should be an undertaking that the State Government or the organisation 
concerned would meet the recurring expenditure on staff and other items. 
(e) In the case of assistance for development of infrastructure to cooperative societies, 
to should be ensured that at least 50% of the members are SGSY Swarozgaris. 
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• The proposals should clearly spell out the time span envisaged for building up the 
infrastructure, its impact on the activities of the Swarozgaris in particular and 
economic environment in general, the agency charged with the implementation of the 
project and the monitoring system provided to see that projects are executed in given 
time at the given cost.  The funds to the executing agency should be given in phases 
depending on the progress of the work.  The decision on the phasing of the release 
should be taken by the DRDA. 

 
Other Admissible items of Expenditure under programme infrastructure 
(i) Expenditure on account of premium for insurance and risk fund to cooperatives 
could also be met under this head. 
(ii) Expenditure on account of commissioning studies for the purpose of local 
resource and skill based integrated projects for SGSY subject to a maximum of Rs. 
50,000/- per annum per District approved by Governing Body of the DRDA could also be 
made.    
  
Monitoring of Expenditure on Infrastructure Projects 
 
• Given the magnitude of funds allocated for infrastructure development, it is 

imperative that expenditure under this head be monitored more rigorously. 
Accordingly, suitable formats will be prescribed for monitoring purposes. The 
Districts are required to send information in this format to the States every quarter. 
The data will be consolidated for all the districts by the State Government and sent to 
the Central Government on a quarterly basis. 

 
 
3.   Beneficiaries / Swarozgaris 
 
• Under Swarnjayanti Gram Swarozgar Yojana, the beneficiaries are known as 

swarozgaris.  The swarozgaris can be either individuals or groups. Swarnjayanti Gram 
Swarozgar Yojana (SGSY) lays emphasis on the group approach, under which the 
rural poor are organised into Self-help Groups. In either case, the list of BPL 
households identified through BPL census, duly approved by the Gram Sabha will 
form the basis for identification of families for assistance under SGSY.  The self-help 
groups should also be drawn from the BPL list approved by Gram Sabha. 

 
This chapter is about the swarozgaris and the linkages with the banks.  Part 'A' of this 
chapter is about the Self-help Groups.  Part 'B' is about individual Swarozgaris. 
 
A.  SELF-HELP GROUPS 
 
• SGSY will focus on organisation of the poor at grassroots level through a process of 

social mobilisation for poverty eradication. SGSY's approach to organise the poor 
stems from the conviction that there is tremendous potential within the poor to help 
themselves and that the potential can be harnessed by organising them.  

 
• Social mobilisation enables the poor build their own organisations (Self-Help Groups 

(SHGs)  in which they participate fully and directly and take decisions on all issues 
concerning poverty eradication.   
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• Simultaneously, SHGs have the advantage of the assistance, - be it in terms of credit 
or technology or market guidance etc.- reaching the poor faster and more effectively,  

 
• Social mobilisation is not a spontaneous process; it has to be induced. DRDAs are 

expected to initiate and sustain the process of social mobilisation for poverty 
eradication by formation, development and strengthening of the SHGs. Issues that are 
key to poverty eradication should become entry points for DRDAs to organise the 
poor into SHGs.  

 
• There could be different entry points for different SHGs depending on the local 

situation. The groups that are formed with thrift and credit as an entry point have 
demonstrated that the poor can secure greater access to credit and other support 
services for enhancing their income levels.  

  
Self-help Groups broadly go through three stages of evolution:  
1. Group formation (formation, development and strengthening of the groups to evolve 

into self-managed peoples organisations at grassroots level). 
2. Capital formation through the revolving fund, Skill development (managerial skills 

for management of their organisations as well as the activity) 
3. Taking up economic activity for income generation 
  
Formation of Self help groups 
 
• SHG is a group of rural poor who have volunteered to organise themselves into a 

group for eradication of poverty of the members. They agree to save regularly and 
convert their savings into a Common Fund. The members of the group agree to use 
this common fund and such other funds that they may receive as a group through a 
common management. 

 
The group formation will keep in view the following broad guidelines:  
 
i.       Under SGSY, a self-help group may consist of 10 to 20 persons.  In the case of 
minor irrigation, and in the case of disabled persons, this number may be a minimum of 
five (5). 
 
ii.       All members of the Group should belong to families below poverty line. The group 
shall not consist of more than one member from the same family.  A person should not be 
a member of more than one group. 
 
iii.     The group should devise a code of conduct (Group management norms) to bind 
itself. This should be in the form of regular meetings (weekly or fortnightly), functioning 
in a democratic manner allowing free exchange of views, participation by the members in 
the decision making process. 
 
iv.    The group should be able to draw up an agenda for each meeting and take up 
discussions as per the agenda. 
 
v.     The members should build their corpus through regular savings. The members 
themselves should decide the quantum of savings. The group should be able to collect the 
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minimum voluntary saving amount from all the members regularly. The savings so 
collected will be the group corpus fund. 
 
vi.     The group corpus fund should be used to advance loans to the members. The group 
should develop financial management norms covering the loans sanction procedure, 
repayment schedule and interest rates.  
 
vii.    The members in the group meetings should take all the loaning decisions through a 
participatory decision making process.  
 
viii.  The group should be able to prioritise the loan applications, fix repayment 
schedules, fix appropriate rate of interest for the loans advanced and closely monitor the 
repayment of the loan instalments from the loans. 
 
ix.    The groups should operate a group account so as to deposit the balance amounts left 
with the groups after disbursing loans to its members. 
 
x.     The group should maintain simple basic records such as Minutes book, Attendance 
register, Loan ledger, General ledger, Cashbook, Bank passbook and individual pass 
books. 
       
• 50% of the groups formed in each block should be exclusively for the women. In the 

case of disabled persons, the groups formed should ideally be disability-specific 
where ever possible; however, in case sufficient number of people for formation of 
disability-specific groups are not available, a group may comprise of persons with 
diverse disabilities; 

 
• By and large, the SHG will be an informal group. However, the groups can also 

register themselves under the Societies Registration Act, the State Cooperative Act or 
as a partnership firm. The SHGs can be further strengthened and stabilised by 
federating them at, say village level. This would facilitate regular interaction and 
exchange of experiences including flow of information from DRDAs and other 
departments. 

      
• Social mobilisation and community organisation is a process oriented approach as 

different from target oriented approach.   The group formation should not be driven 
by any targets but lend itself to a 'process approach'.  The members of the SHGs 
should fully internalise the concept of self-help.  

 
• A large number of DWCRA groups have been formed and assisted by DRDAs in the 

past. Likewise, there are a number of self-help groups formed by NABARD, other 
banks, by the Rashtriya Mahila Kosh etc. In the first year of implementation of 
SGSY, where such groups exist, the DRDAs should put in concerted efforts to 
strengthen these groups and then take steps to form new groups.   

 
Role of NGOs    
 
• The experience across the country has shown that group formation and development 

is not spontaneous process.  An external facilitator working closely with the 
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communities at grassroots level can play a critical role in the group formation and 
development effort.    

 
• The quality of the groups can be influenced by the capacity of the facilitator.  The 

facilitator may or may not be an official.  In some cases, NGOs can not only make 
available the facilitator and / or also help in building their capacity.  DRDAs may 
support such sensitive support mechanisms in the shape of NGOs or community based 
organisations or a team of dedicated functionaries of the Government who are fully 
engaged in the task of initiating and sustaining the group development process.  

 
• Whether the support machinery (SHG promotion institutions) is offered by NGOs or 

DRDA itself, what is critical is the capacity of the support machinery.  DRDAs will 
have to play very crucial role in facilitating development of the capacity to nurture 
and strengthen the groups. 

 
Linkage with the Banks 
 
• During the stage of group formation, the SHG should be brought into contact with the 

local banks.  This may start in the 3rd or the 4th month and has a dual purpose.  The 
SHG begins to realise the opportunities and also the mode of dealing with the banks.  
Likewise, the bankers get to familiarise themselves with the SHGs.  Establishment of 
these linkages at the early stages will ensure the formation of strong SHGs, which will 
be mutually beneficial.   

 
• The BDO and the banker may visit the SHG as often as they can and explain to the 

members the opportunities for self-employment.  They may also explain to them 
about the process of graduation into taking up full-fledged self-employment activity.  

 
Grading of the self-help groups   
 
• The formation stage generally lasts six months. At the end of six months, it is 

necessary to subject each self-help group to a test whether it has evolved into a good 
group and is ready to go into the next stage of evolution. This is done through a 
grading exercise.  The objective of this exercise is to identify the weaknesses, if any, 
and help the group to overcome the same so as to develop into a good group. Grading 
exercise thus should help to focus attention on weak groups so that DRDAs can assist 
them to overcome the weaknesses and graduate into good groups. Grading of the 
group should also enable the DRDAs to establish linkages for the good groups with 
the Banks.  

 
• The DRDAs will have to play an effective role in grading exercise.  The capacity of 

the DRDAs will have to be enhanced to undertake this exercise professionally.  
Grading of the SHGs can be done by the same agency that is involved in the 
promotion and development of the SHGs or an independent agency contracted to 
undertake the grading exercise. It is desirable that the grading exercise is undertaken 
by an independent agency, as it will have objectivity and acceptance by financial 
institutions etc. 

 
• A number of Government and Non Government Organisations, working with SHGs 

across the country have evolved very effective strategies for grading the SHGs.   The 
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grading criteria should be consistent with the characteristics that are agreed to be 
essential for strong, self-managed and vibrant SHGs.  In other words, clarity on the 
features to be promoted in a SHG should become the starting point for any grading 
exercise. 

 
Following are the various processes that are involved in the grading: 
 
• Development of exhaustive list of characteristics of a good group by DRDA in 

consultation with its partners if any, involved in promotion and development of 
SHGs.   

• Development of  criteria for  grading of the groups  with appropriate weightage for 
various parameters  

• Identification of suitable agency to undertake grading exercise 
• Intensive training to the investigators who will interact with the members of the group 

to assess the group on various parameters.  This training can either be conducted by 
the agency identified for grading or by DRDA. 

• Facilitate the agency to visit the groups for assessing the status of the groups. 
• Obtain SHG-wise reports with the rating awarded and the reasons. 
• Develop an appropriate SHG-wise action plan for strengthening the groups identified 

as  "weak" or average. 
• Pursue with bankers for securing SHG linkage with such SHGs that are rated as 

"good". 
 
• Grading exercise should not be a questionnaire-oriented exercise where the members 

become passive participants.   It should provide an opportunity for the members to 
assess their own performance to a participatory approach and the investigator assumes 
the role of the facilitator to the process.  

 
• DRDAs should ensure active participation of the bankers in the grading exercise.  In 

this context, NABARD and local banks will have to be involved very closely right 
from the development of criteria for grading the groups.  The criteria, the strategy and 
operational details of the grading exercise should be discussed in the District SGSY 
committee.    

 
• Right from the beginning, it is necessary that the self-help groups should be nurtured 

carefully. The grading exercise must therefore be carried out at different stages.  To 
start with, the objective of the SHG in the first six months is to evolve as a viable 
group. Accordingly, the grading at the end of six months should be with reference to 
the objectives in the first stage of the evolution of the self-help groups. Grading 
exercise should be undertaken every quarter till such time all the groups obtain good 
grade. 

 
 
Capacity building of the self-help groups  
 
• Every SHG that is in existence at least for a period of 6 months and has demonstrated 

the potential of a viable group enters the second stage, wherein it receives the 
Revolving fund and also embarks on further capacity building of its entire team. 
DRDAs will arrange to provide the revolving fund to such groups, meeting their share 
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from out of 10% of SGSY - SGSY Fund.  The groups shall keep the following 
principles in view concerning the management of the revolving fund. 

 
• The revolving fund is provided to  the groups to augment the group corpus so as to 

enable more number of members to access loans and also to facilitate increase in the 
per capita loan available to the members  

• As the revolving fund become part and parcel of the group corpus, the group should 
follow same norms for utilisation as in the case of their own saving fund. 

• The group should discuss the credit requirements of the members and advance loans 
from out of the corpus (savings + interest + revolving fund) to a few members and fix 
repayment schedule and interest rates.  From the amounts recovered from the loanees, 
new members could be covered. 

 
• The revolving fund imparts credit discipline and financial management skills to the 

members, so that they become creditworthy and bankable in the eyes of the bank. 
 
• On receipt of the revolving fund, the group shall utilise the fund in the manner and for 

purposes it deems fit. The idea is that the group should develop the capacity to utilise 
funds it has received from outside. The revolving fund can be used by the group for 
purchase of raw materials, marketing or infrastructure support for income generating 
activities. It can alternatively be used for lending to individual members for their own 
purposes. The members shall inculcate the habit of prompt and full repayment of the 
loans taken by them from the revolving fund. 

 
• Those groups that have received the revolving fund under DWCRA or any other 

programme shall not be eligible to receive the revolving fund under SGSY. However, 
there is no bar on such groups receiving credit and subsidy under group loaning under 
SGSY, after they have demonstrated their functioning as a viable group. 

 
• At the end of six months from the date of receipt of the revolving fund, the SHG will 

be subjected to another grading test to see if it has been functioning effectively and is 
capable of taking up an economic activity through higher levels of investment. It is 
important that the bank should be satisfied about the grading of the SHG at this stage.  
Therefore, the choice of the agency carrying out the grading as well as the criteria 
should be to the satisfaction of the bank.  

 
• At the end of the second stage, the SHG at this stage is broadly expected to 

demonstrate the following attributes:  
 
1. The per capita loan amount availed by its members increases gradually over the years. 
 
2. There is a shift from consumption loans to production loans. 
 
3. The group is able to clearly identify its training needs to the members and give value 

to the training input received by its members. 
 
4. The members are able to investigate into their poverty situation and are able to 

articulate clearly the opportunities for overcoming their poverty. 
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5. The group is able to develop a portfolio of opportunities (investment opportunities) 
for the members and has a clear plan of action for meeting the credit requirement of 
its members. 

 
6. The group acquires the capacity to undertake participatory monitoring of assets 

created from the loans advanced to its members. 
 
7. The group has implemented some community action programmes and is capable of 

continuing to do so independently. 
 
 
8. The dependency on outside facilitating agency on matters related to group 

management would gradually come down and the groups emerge as self-managed in 
terms of managing various aspects of group and financial management. 

 
9. All members have total clarity on the common activity, including the economics of 

the activity. 
 
10. The members have clarity on the responsibility of each and every member and the 

management of the common activity. 
 
11. The members have clear assessment of their training needs. 
 
12. The members have evolved effective strategy for participatory monitoring of the 

common activity 
  
Taking up of economic activities 
  
• Once the SHG has demonstrated that it has successfully passed through the second 

stage, it is eligible to receive the assistance for economic activities. This is in the form 
of loan and subsidy.  There are two ways in which a SHG can receive this assistance.   

  
1. Loan-cum-subsidy of SGSY to the individuals in a group, provided the prospective 

Swarozgaris in the group are capable of and willing to take up income generation 
activities under these sectors.   

2. Loan-cum-subsidy to the group where all the members in the group want to take up a 
group activity.   

 
Loan-cum-subsidy to the members of the Group 
 
• Though a few individuals are identified as beneficiaries under loan-cum-subsidy, it is 

essentially the group that is standing guarantee for the prompt repayment of the loan 
to the Bank. The group also undertakes responsibility to closely monitor the asset 
management and income generation.  The group also is expected to access services 
from the line departments concerned to enable the members to derive the expected 
income from the activities undertaken.   

 
• Since the groups are constantly interacting with the banks, their initiatives to secure 

continuous line of credit to the Swarozgaris to access multiple dose of loan become 
critical. .   In any case, the members of the group who are assisted under SGSY's loan-
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cum-subsidy assistance want to avail the backend subsidy nothing should prevent the 
members to do so.    

 
• Considering multifarious support services swarozgari is receiving by being member of 

a group it is natural that the group may like to charge a part of the subsidy provided to 
the swarozgaris as individual contribution to the group corpus.  

 
• The Swarozgari is expected to repay all the loan instalments to the banks through the 

group and the group may keep to itself part of subsidy component.  In any case, this is 
an issue that has to be left to the decision of the group.   

 
Loan-cum-Subsidy for the Group Activity 
 
• Group activities stand a better chance of success because it is easier to provide back-

up support and marketing linkages for group activities. SGSY will primarily follow 
the group approach. The groups should demonstrate minimum levels of group 
dynamism, as detailed above before considering for assistance with loan cum subsidy 
for the group under SGSY. The group loans are entitled to 50% subsidy subject to a 
limit of Rs. 1.25 lakhs.  

 
• DRDAs should conduct training programs to the members and the representatives of 

the groups so that the groups become fully self managed and evolve into strong 
groups.  The cost of the group formation and development should be met from the 
SGSY Revolving Fund (10% of SGSY). Considering the experiences of the NGOs 
involved in development of SHGs in the country, it is estimated that an amount of Rs 
10,000 per group would be the investment required over 3-4 years.   

 
B.  INDIVIDUAL SWAROZGARIS 
 
Identification and selection  
 
• In case of individual Swarozgaris, their selection will be as follows: Once the list of 

villages is finalised by the Block SGSY committee every year, the concerned 
Sarpanches should be intimated. The individual Swarozgaris are to be selected in the 
Gram Sabha.   

 
• It is possible that the Gram Sabha held at the Panchayat headquarters may not have 

the participation of all the BPL families. Therefore in order to afford the maximum 
participation for the poor, a 3-member team consisting of the BDO or his 
representative, the banker and the Sarpanch should visit each of the habitations in the 
Panchayat according to a schedule drawn up for this purpose and duly publicised. In 
each habitation, the team must then ascertain from the BPL families the persons who 
can be covered under the designated key activity. This process of identification of the 
potential Swarozgaris should be done carefully.  

 
• The selection of the Swarozgaris must be done in an open and transparent manner. 

The poor should have the confidence that if they fulfil the requisite conditions they 
would be able to avail of the facilities under the programme. It is possible that number 
of such potential swarozgaris would be more than the programme available to the 
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bank / BDO. In such a case the fact may be made known and the best of the potential 
entrepreneurs can be taken up for final say.   

 
• While SGSY is not a programme that targets only the poorest of the poor, it should be 

the endeavour of the committee to cover the relatively poorer among the BPL families 
provided however they are otherwise eligible.  

 
• In case the committee is not sure of sufficient number of potential Swarozgaris being 

sanctioned the loan, it is open to the committee to select a higher number and leave 
the final selection to the bank. The effort in this exercise is two-fold. On the one hand, 
while the bank is to be free to choose the swarozgaris, the effort is also to see that this 
is done in a transparent manner.  

• After the selection is made, the BDO shall arrange to have the applications filled by 
the selected persons. Since most of the potential Swarozgaris are illiterate and some of 
them would be very poor, it is necessary that the proforma prescribed by the banks 
should be simple while, however satisfying the legal requirements. It should also be in 
the local language. The DRDAs should particularly look into the matter and also take 
steps to familiarise the BPL families with the loan sanction process and the proforma 
so that the poor are not overawed by the process. 

 
• Once the banks have received the applications, they should sanction the application 

normally in 15 days and at any rate not later than one month.  Every year the process 
of sanction by the banks should normally be over by July. Further details are given in 
chapter IV.  

 
• The list of Swarozgaris finally selected (for the year) should be got printed by the 

BDO and the copies made available to the Gram Panchayat for placing it before the 
next Gram Sabha.  This list shall also be made available to the DRDA, other block 
officials, bankers and all other concerned agencies.   

 
 
4.   Financing the Investments - Bank Credit and Subsidy 
 
• Financial assistance to Swarozgaris under SGSY comprises of two components viz. 

loan and subsidy.   SGSY is a credit-linked scheme and credit is the key element. 
Subsidy is only a minor and enabling component. The major part of investment 
consists of bank credit from financial institutions comprising commercial banks, 
cooperative banks and regional rural banks. This chapter deals with the various 
aspects of the flow of credit and subsidy to the Swarozgaris. 

 
Norms of Lending 
 
• The size of loan for project depends on the nature of project.  The loan should, 

however, be a composite loan comprising both fixed and working capital.  SGSY has 
no investment ceiling other than the unit cost (i.e. investment requirement) worked 
out for the project.     The loan amount would be equal to the total project cost 
including the amount of subsidy admissible to the Swarozgari.  Interest rates for 
SGSY loans will be as notified by RBI/NABARD from time to time.    
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• Security Norms: The security norms will be as prescribed by Reserve Bank of India 
from time to time. 

 
Sanction of Loans by the Banks 
 
• As indicated in chapters III and IV, the BPL families that are best suited for taking up 

a particular key activity are identified each year. From the date the applications are 
received in the bank, the bank shall not take more than fifteen days to sanction the 
loan. The Bank will thereupon communicate this list to the Gram Panchayat, which 
shall place it before the Gram Sabha in its next meeting. The bank shall also 
communicate this list to the BDO as well as the concerned line department.  

 
• The bank will also consider the Groups for lending for a given activity. In such case 

too, the bank shall communicate the name of the selected group to the Gram 
Panchayat and others for action as above.  

 
• While sanctioning projects, the Bank Managers should ensure that the unit costs, 

terms of the loan and repayment schedule are as indicated in the project profiles for 
the concerned key activity. Part-financing and under financing should not be resorted 
to under any circumstances. However, where the nature of the activity is such that the 
loan is to be released in stages, the disbursal may be made accordingly.  

 
• As soon as the selection is made and the list communicated to the line departments, 

the latter will proceed to test whether the Swarozgari has the necessary skill or not.  
 
• As soon as the Swarozgari completes the Basic orientation or the skill-training 

programme, the Bank shall proceed to disburse the loan and subsidy amount to the 
Swarozgari. This shall invariably be done immediately, so that the money is available 
to him/her for purchase or creation of the asset. The entire amount sanctioned shall be 
disbursed unless the amount is to be disbursed in designated instalments. The Bank 
shall disburse the subsidy amount also as per the guidelines governing the back ended 
subsidy.  

 
Asset creation by Swarozgaris  
 
• Swarozgaris will be given the full amount (Loan and Subsidy) and they will have the 

freedom to procure the asset themselves. The Swarozgari shall procure the asset 
within one month from the date of release by the bank of the money. He / she shall 
inform the BDO and the Bank of the fact of procurement of the asset. The Swarozgari 
should subsequently furnish to the bank a receipt of the items purchased. The assets 
procured should be of standard quality, and at economic prices.  Both DRDA and 
banks should ensure through proper monitoring and verification that quality assets 
have been procured. 

 
• In the case of Swarozgaris under the ISB sector, when a number of sundry items are 

to be bought, disbursement upto Rs. 10,000 may be made in cash.  This can be done 
either in one lump sum or in stages depending upon the items to be purchased.  This 
will give the Swarozgaris requisite freedom to negotiate and settle the price for the 
asset and will also give him the satisfaction that he has purchased goods of his own 
choice.  In all cases, necessary documents relating to acquisition of assets should be 
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obtained by the bank and also followed up through visits by the field staff of bank 
within one month of disbursement. 

 
• In the event the Swarozgari does not inform the bank of the fact of procurement, the 

bank shall inform the BDO who shall enquire into the reasons. If the non-procurement 
is due to the negligence of the Swarozgari, the bank, in consultation with the BDO, 
shall afford him reasonable opportunity of doing so after which the bank shall be free 
to cancel the loan and recover the money.  The Swarozgari will be liable for civil as 
well as criminal proceedings that are likely to arise in such a case. In case of the 
SHGs, all the members will be liable.  

    
• On receipt of the news of procurement, the line department as well as the Bank shall 

verify the asset and satisfy themselves of its quality. Thereafter, the assets should be 
marked to check the misutilisation or transfer of the assets. This is also necessary in 
the eventuality of filling insurance claim and physical verification of assets etc 

   
• While providing for a key role to the Gram Panchayats, SGSY accords certain 

discretion to bankers in the selection of Swarozgaris.  The bankers are, therefore, 
expected to associate themselves in the entire gamut of activities so that development-
banking concept is taken to its logical end.  The aptitudes of the Swarozgaris and their 
endowments should be weighed properly while selecting them for credit support.  

 
• The Subsidy-Credit Ratio proposed by the Ministry from time to time should be taken 

as a floor ratio rather than an upper limit for credit sanction.  In fact, SGSY guidelines 
do not provide for any ceiling for investment.  The investment requirements have to 
be assessed based on the unit cost and the Swarozgari's needs and viability of the 
scheme.    

 
Multiple Credit and Multiple doses of Credit 
 
• SGSY will seek to develop close linkages with credit mechanism in such a manner as 

would promote multiple credit rather than a one time credit injection.  Multiple doses 
of credit would mean assisting a Swarozgari over a period of time with a second and 
subsequent dose(s) enabling him/her to access higher amount of credit.   

 
• The Swarozgari should have the confidence that so long as he/she proves her credit 

worthiness by way of proper utilisation of the asset and prompt repayment, the bank 
will stand by him/her and will provide additional credit, whether or not this is backed 
by subsidy.  As already indicated, while SGSY is a credit-cum-subsidy programme, 
the subsidy is only an enabling element and credit is the key component.       

 
• The Swarozgaris will be allowed to stabilise and improve their credit absorption 

capacity and to increase their credit intake over the years either for the same activity 
or a new activity. The second / subsequent dose can be given even during the currency 
of first/ earlier loan provided the bankers is satisfied about the financial discipline of 
the first/ earlier dose.  Subsidy entitlement for all doses taken together will not exceed 
the limit prescribed for that category.  
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Further Loan to inadequately Assisted beneficiaries under IRDP 
 
• As already indicated, assistance under SGSY should be on multiple doses and not a 

one-time activity.  This will facilitate gradual improvement in the income earning 
capacity of Swarozgaris.  Such second and subsequent doses of credit can be extended 
to IRDP beneficiaries if they have failed to cross the poverty line because of no fault 
of theirs. The second and subsequent loans may be granted by the same bank that 
gave the initial loan or any other bank.    

 
Principles and Procedure for Disbursement of Assistance 
 
• The funds received by the DRDAs will be kept in saving bank accounts. The DRDAs 

can open these accounts with the principal participating bank branches in the field.  
The funds deposited in the savings bank account will earn interest at the usual rates 
till the amount is disbursed to the Swarozgari.  

 
• After assistance is disbursed to the Swarozgari, the participating bank will provide the 

particulars of the Swarozgari, the project and the amount of subsidy adjusted in 
his/her favour for the record of the Block/DRDA. These details should be made 
available in the monthly report on the adjustment of subsidy prepared by the bank and 
sent to the Blocks/DRDAs.  

 
• While computing the figures of advances and recoveries, the banks are to exclude the 

amount of subsidy received so as to reflect the factual position.  The banks are to 
report separately the amount of recoveries under SGSY.  The accounts of the 
Blocks/DRDAs with the participating banks should be reconciled every three months 
and a bank reconciliation certificate should be issued by the Chartered Accountant in 
this regard at the end of the year.  

 
Subsidy 
 
• Subsidy under SGSY will be uniform at 30% of the project cost, subject to a 

maximum of Rs. 7500. In respect of SC/STs, however, these will be 50% and Rs. 
10000 respectively.  For Groups of Swarozgaris (SHGs), the subsidy would be at 50 
% of the cost of the scheme, subject to a ceiling of Rs. 1.25 lakh. There will be no 
monetary limit on subsidy for irrigation projects.  

 
Back-end Subsidy 
 
• Subsidy will be back-ended. Banks would disburse the full project cost including 

subsidy to the Swarozgaris as loan.  The benefits of subsidy will also be available to 
Swarozgaris who prefer to avail themselves of required working capital in the form of 
cash credit.  The operation of subsidy amount by the bank will be as follows; 

 
A. The subsidy admissible to the Swarozgaris under SGSY should be kept in the Subsidy 

Reserve Fund Account Swarozgari-wise instead of in term deposit in the name of the 
Swarozgari.  Banks should apply no interest on the Subsidy Reserve Fund Account.  
In view of this, for the purpose of charging interest on the loan, the subsidy amount 
should be excluded.  The balance lying to the credit of subsidy Reserve Fund Account 
will not form part of DTL for the purpose of SLR/CRR. 
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B. In the case of Working Capital advances also, subsidy may be kept in the Reserve 
Fund Account as stated above without any interest being offered.  However, the 
amount standing to the credit of the account should be withdrawn and credited to a 
Cash Credit Account of the SGSY Swarozgaris after a period of 5 years. 

 
• The repayment schedule of loan would be drawn in such a way that the subsidy kept 

under Subsidy Reserve Fund would be sufficient for adjustment towards the last few 
instalments.  Swarozgaris will not be entitled for any benefit of subsidy, if the loan is 
fully repaid before a certain fixed period specified by NABARD depending upon the 
activity.  The availability of the benefit of subsidy to Swarozgaris would be 
contingent on their proper utilisation of loan as also its prompt repayment and 
maintaining the asset in good condition.  

• Banks will issue loan passbooks to Swarozgaris.  These pass books should, inter-alia, 
contain details such as the date of sanction of loan, amount of loan sanctioned, 
subsidy to be adjusted in the final instalment of repayment, rate of interest, amount 
due under each instalment, due dates of instalments, etc.  The banks may issue loan 
books to Swarozgaris in regional languages.   

 
• Banks should ensure that the branch managers fill in all the columns in the passbooks, 

as otherwise the purpose of issuing the passbooks will be defeated. 
 
Repayment of Loan 
 
• All SGSY loans are treated as medium term loans with minimum repayment period of 

five years. Loan instalments will be fixed as per the unit cost approved by the 
NABARD/DLCC and there will be a moratorium on repayment of loan during the 
gestation period.  

 
• Repayment instalments should not be more than 50 per cent of the incremental net 

income expected from the project. Number of instalments will be fixed in accordance 
with the principal amount, the interest liability and the repayment period.  

  
• Swarozgaris will not be entitled for any benefit of subsidy if the loan is fully repaid 

before a certain fixed period known as the lock-in period.   The lock-in period for 
various activities under SGSY can be categorised broadly into three categories 
depending on the loan repayment period for 5, 7 and 9 years.  

 
• The lock-in period corresponding to these repayment periods would be 3, 4 and 5 

years respectively. If the loan is fully repaid before the currency period, the 
Swarozgaris will be entitled only to pro-rata subsidy.   

  
Measures for Affecting Recovery 
 
• Prompt recovery of loans will be an important aspect of SGSY, not only to ensure a 

discipline but more importantly as it reflects the success of the self-employment 
programme. All concerned must therefore ensure that the recovery is hundred per 
cent. To ensure this, the following measures shall be undertaken:  

 
• The Block SGSY committee shall monitor, every month, the progress of different 

Swarozgaris. In particular, it should be seen whether the schemes have been grounded 
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and whether they are giving the Swarozgari the intended income and also whether the 
Swarozgari is repaying the loan.  Prompt action in case of defaults cannot be 
overemphasised.  

 
• The bank shall furnish every month the list of defaulters, and the Block SGSY 

committee shall go into the reasons. The line departments and the BDO shall contact 
the Swarozgari and take such remedial measures as are necessary. In case of groups, 
there shall be a periodic meeting of the SHGs to monitor the performance. In addition, 
the Gram Panchayats will also be given the list of defaulting Swarozgaris and 
requested to take suitable measures to see that the loans are repaid.  

 
• In Panchayats with high default rates, the BDO / DRDA shall organise recovery 

camps.  It is necessary that the DRDA keep a close watch over the repayment position 
in each Panchayat. In addition, the District administration shall assist the banks in the 
recovery through designated legal processes, including appointment of Special 
Recovery Officers. Enactment of the Model Bill as recommended by the Talwar 
Committee may be expedited. 

 
• The banks would take all possible measures, i.e., personal contact, organisation of 

joint recovery camps with District Administration, legal action, etc. In case, even 
after this, the bank fails to recover the entire dues, the process of forfeiture of subsidy 
for adjustment against dues will be taken up. For this purpose, a notice will be issued 
to the Swarozgaris and he / she will be provided reasonable opportunity to show 
cause why his/her subsidy should not be forfeited. Thereafter, the concerned banks 
will place before the District SGSY committee a complete report on action taken and 
a proposal for forfeiture and adjustment of subsidy.  

 
• After getting the approval of the committee, the concerned bank will adjust the 

subsidy (including interest earned) against the Swarozgari's dues. However, if the 
bank is able to realise any amount from the Swarozgaris subsequently over and above 
the amount due to it, the amount will be returned to the DRDA.   

  
• Constant flow of information about every Swarozgari is necessary to ensure full 

recovery. Since the banks are also understaffed, they may engage the services of 
NGOs or individuals (other than government servants) as Monitor-cum-recovery 
facilitators, on a commission basis.  A processing cum monitoring fee of 0.5 per cent 
of the loan amount may be charged to the Swarozgaris to meet this expenditure.   

 
• In order to ensure recovery discipline, with effect from 1.1.2001, any Panchayat that 

registers a recovery of less than 80% under SGSY will not be eligible for 
consideration under SGSY. Likewise, any Panchayat Samithi registering a recovery of 
less than 80% will see the further programme suspended in the Samithi.  

 
• In order to ensure that Panchayats / Panchayat Samithis do not meet with such a 

situation, they shall keep a close watch over the situation.  The report of the Block 
SGSY committee shall be placed by the BDO before the Panchayat Samithi. The 
District SGSY committee shall also review the recovery position every month and 
ensure that steps are taken to recover the loans.     
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Incentives and Disincentives for Recovery performance 
 
• In order to promote credit discipline among Swarozgaris and also to bring about a 

sense of accountability of the community, the following incentive and disincentives 
system is introduced: 

 
A. At the Swarozgari's level, prompt repayment will entitle him/ her to waiver of the 

0.5% processing cum monitoring fee. 
 
B. At Gram Panchayat level and block level - a minimum of 80% recovery should be 

ensured by Panchayats and block. Those Gram Panchayats and blocks that do not 
fulfil the required recovery performance will not be eligible for any allocation under 
SGSY in the subsequent year. 

 
Observance of Non-banking Day 
 
• Banks are required to observe one day in a week as non-banking day to enable the 

bank officials to go to the field and attend to the problems of Swarozgaris. 
 
Risk Fund for Consumption Credit 
 
• To meet the small consumption needs of weaker sections of society, a Risk Fund for 

Consumption Credit can be created with (one per cent) (1%) of SGSY funds at 
District level.   

 
• The scheme is intended to enable Commercial banks, Cooperative banks and Regional 

Rural Banks to provide consumption loans, not exceeding Rs. 2000 per Swarozgaris 
from weaker sections of society.   

 
• "Weaker Section" means all SGSY Swarozgaris, small and marginal farmers, landless 

agricultural workers, rural artisans and other people of very small means like 
carpenters, barbers, washermen etc. who form an integral part of the village 
community.   

 
• Under this scheme, risk fund assistance is provided to the banks to the extent of 10% 

of the total consumption loans disbursed by them during the year to the above 
mentioned target groups.   

  
Refinance for SGSY Loans 
 
• Commercial banks (including Regional Rural Banks and Cooperative Banks) are 

eligible to get refinance from NABARD for the loans disbursed under SGSY, as per 
their guidelines.   

 
• The eligibility for refinance is related to the recovery position of the banks.  In 

addition, insurance cover to Commercial Banks and Regional Rural Banks is also 
available through the Deposit Insurance and Credit Guarantee Corporation. 
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Service Area approach 
 
• The RBI has introduced Service Area Approach with effect from 1.4.1989.  It is 

applicable to rural and semi-urban branches of commercial and Regional Rural Banks.  
Under this scheme, each Bank branch has a designated service area comprising 
certain villages in which it will concentrate its activities for productive lending.  The 
financing for SGSY in those villages is, therefore, to be done by the Bank Branches to 
which they have been allocated. 

 
• RBI has clarified that if some RRBs are not in a position to sanction the applications 

sent to them on account of constraint of funds, inadequacy of staff etc., the designated 
branch of the Commercial Bank should extend financial assistance in such cases. 

 
 
INSURANCE 
 
Marking of Assets 
 
• The assets should be marked to check the misutilisation or transfer of the assets.  This 

is also necessary in the eventuality of filing insurance claim and physical verification 
of assets etc. 

 
Insurance Cover for Various Assets 
 
• Insurance Cover at present is available for livestock assets given under IRDP (now 

SGSY ).  The General Insurance Corporation has agreed to provide this cover on the 
terms and conditions as reflected in the specimen Master Policy and Long Term 
Master Policy Agreement signed between the GIC and the State Government. 

 
(I) Livestock Insurance 
  

The coverage and premium rates are to be fixed in accordance with the Master 
Policy Agreement. 
 
(ii) Scope of Cover 
 
 The live stock policy provides indemnity in the event of death of animal/bird due 
to accident inclusive of fire, lightening, riot and strike, flood, cyclone, earthquake, famine 
or due to any fortuitous cause of disease contracted or occurring during the period of 
insurance subject to certain exclusions. 
 
(iii) Sum insured 
 
 The cost of the asset shall be treated as the sum insured for the settlement of 
claims.  For permanent total disablement (PTD) claims 75% of the sum insured shall be 
payable. 
 
(iv) Claim procedure 
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The claim procedure is simplified to secure expeditious disposal of claims.     The 
Bank/DRDA shall forward a death certificate given jointly by any two of the following 
within 30 days from the date of occurrence: 
 
1. Sarpanch/Upsarpanch of Village; 
2.  President or any other officer of the cooperative credit society; 
3.  Official of Milk Collection Centre or Government Veterinary Surgeon/Veterinary 

Assistant; 
4.  Supervisor/Inspector of Cooperative Central Bank 
5.  Authorised nominee of DRDA; 
6.  Secretary of Panchayat; 
7.  Village Revenue Officer; 
8.  Village Accountant 
9.  Head Master of Primary School 
 
(v)  Adjustment of Insurance Claim Money 
      The procedure of adjustment of insurance claim of animals will be as follows; 
 
(a) Where the borrower has been regular in payment of interest/repayment of instalments 

and is willing to receive a replacement animal, the claim proceeds may be utilised to 
purchase a new animal. 

 
(b) Where the swarozgari was a wilful defaulter and has  additional dues to the bank by 

way of interest, the claim proceeds would be adjusted to the bank loan liability and 
the balance may be paid to the DRDA.  However, if the default was not wilful, 
replacement animal may be provided out of claim proceeds. 

 
(c) Where the swarozgari has been regular in payment of loan and interest but is 

unwilling to take a replacement animal he may be offered assistance for some other 
activity and claim proceeds utilised for financing the same.  If he is unwilling to take 
any other activity, the claim money may be utilised by giving to the  bank an amount 
equal to the balance outstanding in the loan account.  The DRDA will also get subsidy 
amount proportionate to the balance loan outstanding and balance, if any, may be 
given to the beneficiary.  Here, the Swarozgari is entitled to share the claim proceeds  
to the extent of loan repaid by him because he has utilised the asset properly and has 
paid the banks dues until the death of animal and has fulfilled the programmes 
objective to that extent. 

 
(v) Other facilities 
 
 The General Insurance Corporation of India have informed that if an IRDP (now 
SGSY) beneficiary has other milch animals where no loan or subsidy is involved, such  
milch animals could also be insured at the concessional rates of premium i.e. 2.25% per 
annum or 1.69% for three years.  It has also intimated that IRDP (now SGSY) 
beneficiaries who have closed their loan account can insure the animals acquired by them 
through loan and subsidy at the concessional rates of premium for a further period of 
three years after closing the loan account it animals do not exceed the insurable age limit. 
 
Expenditure on Premium 
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 The expenditure on the premium is to be shared between the Government, bank 
and the beneficiary in the following proportions: 
 
 
When the banks do not participate                         When the bank agrees to participate 
Swarozgaris   
     1.25%                                                                                         1.00% 
Government 
     1.00%                                                                                         0.75% 
Bank  
      Nil                                                                                             0.50% 
 
  
• The expenditure to be borne by the Government will be shared between the State and 

the Centre in the ratio of 75:25.  It should be met out of  SGSY funds but should not 
be included in the individual subsidy ceiling applicable to the beneficiary. 

 
Group Life Insurance Scheme 
 
• A group life insurance scheme for swarozgaris  aged not less than 18 years and not 

more than 60 years was introduced w.e.f. 1.4.88. This scheme  is operative from the 
date on which the asset is disbursed to the swarozgari till the swarozgari  completes 
the age of 60 years or a period of 5 years from the date of commencement of the 
cover, whichever is earlier. A sum of Rs. 5000  shall become payable by LIC to the 
nominee of the deceased in case of natural death.  In the event of death due to 
accident a sum of Rs. 10,000 shall become payable by LIC.     

 
 
5.   Skill Upgradation
  
• It has been well recognised that for success of self-employment endeavours and also 

for their sustainability, the required skill to successfully run the enterprise is a pre-
requisite.  SGSY proposes a number of measures for upgrading the capacity of 
Swarozgaris both in individual as well as group oriented activities.   

 
• While developing the project profiles for the identified key activities, the District 

SGSY committee should in consultation with concerned technical personnel 
determine the Minimum Skill Requirement (MSR), in terms of both the technical and 
managerial skills.   

 
• Once the person or group of persons has been identified for assistance, their training 

needs also should be ascertained with reference to MSR.  The assessment regarding 
technical skills may be made by the line Departments while that of the managerial 
skills may be made by the banker while scrutinising the loan application.  Such an 
exercise alongwith the Swarozgaris will help in identifying those who have the MSR 
and therefore need only a basic orientation and those who need skill training.  
Keeping this in mind two types of training are contemplated under SGSY. 
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Basic orientation programme 
 
• Where the Swarozgari possesses the required skills, he/she may be put through a basic 

orientation programme after the loan is sanctioned and before it is disbursed. This 
mandatory programme may be organised at the block headquarters, not far from the 
place of residence.  

 
• This basic orientation programme will seek to familiarise the Swarozgaris with SGSY 

and its objectives, the responsibilities of the Swarozgari, as well as the behavioural 
aspects. It will also seek to infuse confidence in the Swarozgari by drawing his/her 
attention to the success stories in the given key or allied activity, as well as alert 
him/her to the possible risks. This programme will include elements of book keeping, 
knowledge of market, identification and appraisal, acquaintance with product costing 
and product pricing, familiarisation with project financing by banks as well as some 
basic skills in the key activity identified. It will be of a very short duration, and should 
not normally be more than two days.   

 
• BDOs, Bankers and line Departments can act as resource persons for this training.  

Training expenses like training material, honorarium to resource persons, travel and 
food expenses of Swarozgaris can be met by DRDA from SGSY Training Fund. No 
stipend will be admissible. 

 
Skill Development Training 
 
• For the identified activities, Swarozgaris who need additional skill development/ 

upgradation of skills appropriate training may be identified and suitable training 
programmes organised. Government institutions like engineering colleges, ITIs, 
Polytechnics, Universities and NGOs may be approached to imparting training.  

 
• The objective of this training is to ensure that the Swarozgaris possess the Minimum 

Skill Requirement (MSR). Swarozgaris will be eligible for assistance only when they 
possesses MSR and loans will be disbursed only when they have satisfactorily 
completed skill training.    

    
• For this training, swarozgaris will be entitled for financial assistance if they require to 

undergo training for more than a week. The rate of assistance may be fixed locally. 
The bank will give this money to the Swarozgaris as a soft loan.  

 
Identification of training institutions  
 
• Data on the available training Infrastructure should be collected so as to make an 

optimal use of the existing Infrastructure facilities at the district as well as the block 
levels.  The facilities may include institutions such as ITIs, Polytechnics, Krishi 
Vigyan Kendras, Khadi and Village Industries Boards, State Institutes of Rural 
Development, Extension Training Centres, reputed voluntary organisations and any 
departmental facilities available in that area.  

 
• Private institutions shall not normally be used for training, unless they are well known 

and have excellent infrastructural facilities that are otherwise not available.  There is 
however no bar to utilise the private sector industrial units for appropriate training.  
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The selected training institutions should have adequate facilities in terms of faculty, 
buildings, etc.  

 
• The DRDA will be entitled to meet the expenses, incurred by the training institution 

for conduct of the training programme, from out of the SGSY- Training fund, but 
such expenses should not exceed Rs 15 per trainee day.  

 
SGSY Training Fund 
 
• Upto 10 % of SGSY funds will be set aside as training fund and will be utilised to 

provide both orientation and training programmes to the Swarozgaris, as indicated 
above. A separate Head of Account should be opened for this purpose. 

 
 
6.   Technology 
  
• The effort under Swarnjayanti Gram Swarozgar Yojana is to ensure the development 

of sustainable micro enterprises. The self-employment referred under SGSY is 
moving away from provision of some additional income generation to a well-defined 
goal in terms of output, incomes and the time within which the assisted family comes 
above the poverty line.  For any successful enterprise, appropriate technology of 
paramount importance.  

 
• The issues involved in technology management are primarily as follows: 
 
(a) what technologies to be identified 
 
(b) Who will be responsible for technology management, including issues of technology 
transfer, technology upgradation and most importantly, monitoring of the technology 
absorption.  
 
• The technology identified for each key activity should be such that it can be managed 

comfortably by the swarozgari and at the same time leads to a quality products, either 
in terms of goods / services. More importantly, it should be something that has been 
tested on the field. For, it is always possible to have an exhaustive list of technologies 
fit for rural areas but these may or may not have been proven commercially.  

 
• Care should be taken to avoid giving unproven technologies to the rural poor, since 

they do not have the capacity to suffer losses arising out of experimentation.   
 
• It is not as if technology has to be introduced afresh into each and every activity. Any 

given activity there is a certain level of technology. It is possible that introduction of 
certain technology may substantially alter the economics of working, in which case 
such new technology needs to be introduced.  

 
• There could be in other cases where the technology can be upgraded to produce better 

economic results. In any case the technology introduction / upgradation should be 
such as to suit the needs of rural poor for the given key activity.  
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• The process of technology identification is closely inter-linked with the identification 
of key activity itself. The technology itself should be such that support services and 
infrastructure are adequately available. The project profiles of the key activities 
should clearly state the present status of technology, feasibility and potential for 
technology upgradation.  Technology options may be explored in the area of: 

 
• processing value addition and packaging  
 
• linkages with agricultural and animal husbandry extension services 
 
• productive enhancement, efficiency improvement, cost effectiveness, drudgery 

reduction etc. 
 
• Under SGSY, it is expected that the assisted family would come out of poverty line in 

three years.  It is therefore necessary that during this period the swarozgaris be closely 
monitored.  In the earlier self-employment programmes the lack of such nurturing has 
been acutely felt.  

 
• Typically in a block about 300-600 people would be assisted in one year. In other 

words about 900-1800 families need to be nurtured at any point of time. Since SGSY 
focuses on the group approach, the number of groups would not be far too many. 
Besides the swarozgaris either individually or in groups would be distributed over the 
four or five key activities in the block.   

 
• For each key activity it is necessary to have an institution capable of transmitting 

technology ensuring skill upgradation and monitoring the performance in terms of the 
quality of output as well as the recovery.   

 
• The choice of such agency can vary depending on local situation. These can be the 

line departments themselves or any of the technical institutions such as Engineering 
Colleges, Polytechnics, ITIs, having competence in the relevant field or an NGO 
having the necessary competence. This can even be a research institution, a Krishi 
Vigyan Kendra or even a major private sector unit.   

 
• All the institutions that are available in a block / district should be considered and the 

best available option exercised. In this regard there are a number of community 
polytechnics (442) in the country with the avowed objective of promoting 
employment in the rural areas. Each of these community polytechnics has five 
extension centres.  

 
• Similarly, there are 14 technology resource centres established by CAPART. The 

National Research & Development Corporation (NRDC) also has 52 rural technology 
demonstration  cum training centres.  

 
• In addition under TRYSEM itself a number of exclusive training centres have been 

established. Besides, the KVIC has also a number of training as well as research 
institutions. In the field of agriculture, a large number of Krishi Vigyan Kendra, 
Farmers Training Centres and regional centres of Agriculture Universities are 
available. Thus, a considerable knowledge already exists in the districts.   
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• The DRDAs must therefore strive to gather the existing knowledge and channelise 
this not only into identification of key activities but also into immediate transfer of 
technical knowledge to entrepreneurs, so long as its commercial viability is not in 
question.   

 
• The manner of communicating the technology, either in terms of introduction or 

upgradation would be important and this should be done in such a manner that the 
swarozgaris could fully understand the same. Since skill upgradation is already 
provided for the costs incurred in respect of technology management can be incurred 
from the SGSY training fund.  

 
• Any assistance to be provided to an institution identified for transfer of technology 

should only be nominal and should not be such that it supports the institution as such. 
The expenditure is meant essentially for swarozgaris.  

 
7.   Marketing Support 
  
• For any goods or services that are produced, existence of a suitable market is 

essential.  Traditionally, the self-employment programmes concentrated on the inputs 
rather than the outputs and their marketing. It was not uncommon to find production 
strategies in place overlooking the marketing aspects.   

 
• One often finds that the recommendation of an activity is not preceded by the much 

needed market survey. There is a false notion that market surveys are not required in 
case of the self-employment opportunities for the rural poor. In fact, it is as critical, if 
not more, for the poor. For, he / she cannot sustain the loss arising out of a lack of 
market even for short periods.  

 
• It is therefore necessary that the project profile of every key activity identify the 

market availability. The forecast of the incomes to be earned by the Swarozgari must 
take into account this factor and forecast the incomes only on the basis of an assured 
market. This would be a critical factor in the choice of the key activity itself.  

 
• It is possible that this might appear to be a formidable proposition and that the field 

functionaries might feel that they are unequal to the task. Happily, this is not so. 
While to most of us, market mechanism may appear unintelligible and a complex 
task, in reality it means checking out what sells and what does not.  Goods and 
services are traded every day in all parts of the country. What is needed is to see what 
sells in the local markets.  

 
• A study conducted some years ago for the Ministry of Rural Development indicated 

that the rural Haats (markets) play a significant role. An analysis of these markets 
therefore reveals the opportunities. Secondly, an analysis of the daily requirements, 
either for personal use or in agriculture and exploring ways of meeting the demand 
locally can lead to some useful results. At times, the product concerned might require 
some promotional activity in order to raise demand.  

 
• A study of the local markets might reveal that what the villagers purchase can as well 

be produced locally.  The opportunities must be fully explored. At the same time, it 
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must be remembered that it is neither feasible nor desirable to produce all goods in all 
places.   

 
• The choice of activity therefore must be governed by the possibilities that exist on 

account of the resources of an area, the available skills and the market.  It is always 
possible to develop the skills or even the markets but this must be weighed against the 
fact that it would require time and effort.  

  
• Next in importance are the markets in urban areas.  There is an increasing trend 

towards urbanisation in the country alongwith a change of consumer tastes and 
demands.  The goods in demand could be in the primary sector or otherwise.    

 
• An analysis of these urban markets would reveal the consumer preferences and the 

potential for the rural entrepreneurs.  There can be a good potential for value added 
items, such as cleaned and packaged food items, processed fruit and vegetables etc.  

 
• The emerging urban markets can be a good area for developing clientele for the rural 

products. Provision of marketing infrastructure in these areas can go a long way in 
enabling the rural poor to market their goods and at the same time building an identity 
for the products.   

 
• The self-help groups can be encouraged to try out these markets on their own so that 

they slowly develop marketing skills. They can also start marketing the goods of the 
individual Swarozgaris. Infrastructure Fund can be used for strengthening marketing 
infrastructure and related activities. 

 
• The marketing of goods outside the districts requires an intermediary agency. This 

can be in the governmental, non-governmental or private sector.  The one aspect that 
requires to be taken care of is the stability of the agency, their own competence and 
their capacity to ensure that the rural producer is getting his/her fair share of the 
profits.   

 
• Care should be taken to see that only such agencies that do not exploit the rural 

producers and are well established in the business are chosen for the purpose. These 
agencies may market the products in the national or international markets.  

 
• Some State governments have established District Supply and Marketing Societies  

(DSMS) to provide non-credit inputs like procurement or purchase of raw material 
and also for sale of products.  Wherever these societies are doing good work, they can 
be suitably strengthened. Similarly, in States such as Orissa and Kerala, there are 
marketing societies at the State level. Their capacity and product range can be suitably 
expanded.   

 
• However, it is not always necessary to establish new agencies. It should be a felt need 

after a careful analysis of the existing infrastructure, and should be part of a strategy 
for promotion of marketing support to products under SGSY.   
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• Organisation like Handicrafts Boards and Handloom corporations and also KVIC/ 
KVIB can play a prominent role in promotion of SGSY. The marketing outlets of 
KVIC/ KVIB must be made use of for SGSY products.   

 
• Keeping the market trends in view, linkages with apex bodies can ensure a stable 

market at remunerative prices.  Such a link will also result in quality improvements 
while reducing the market risks to the poor.  Bankers can also encourage such 
initiatives that have liberal credit delivery since the loan recovery can be built into the 
project.   

 
• There are several NGO and other independent institutions to market products from 

rural artisans/ craftsmen across the country.  DRDAs should strive to develop linkages 
with such groups. 

 
• A few States have organised Melas to give publicity to the range of products produced 

by the Swarozgaris.  Such efforts need further encouragement so those SGSY 
Swarozgaris will be integrated with the regional markets.  Organising of Exhibitions 
periodically in urban centres will offer better price to the goods of SGSY 
Swarozgaris.  This also serves as forum for sensitising the SGSY group to the demand 
patterns of the market.   

 
• The State level organisations and boards have to develop an organic link with the 

SGSY Groups and provide virtual linkages.  These professional bodies can guide the 
poor in supply of designs and in quality assurance.    Attempts to establish State 
emporia for display and sales of SGSY Products in major urban cities need to be 
given a fair trail. 

 
• Quality of products is vital not only for the development of entrepreneurs but also for 

the nation as a whole.  It must be the responsibility of the marketing agencies to 
ensure that the Swarozgaris are trained in quality control. The goods marketed must 
conform to a minimum and uniform quality so as to be able to develop a brand image. 
This is important even in respect of the goods that are produced for local 
consumption.  

 
• The DRDAs must organise periodic meets of the Swarozgaris and ensure that they are 

given the necessary guidance in quality control. There must also be a system of the 
experts in the relevant fields visiting the work places and guiding the Swarozgaris.  

 
 
8.   Implementation 
  
• A close involvement of different agencies is essential for the success of Swarnjayanti 

Gram Swarozgar Yojana. SGSY is implemented by District Rural Development 
Agencies (DRDAs) through the Panchayati Samithis and, with the active involvement 
of other Panchayat Raj institutions, the banks the line departments and the NGOs. 

 
• The DRDAs are expected to co-ordinate the implementation of the programme.  In 

particular their role will be critical in organisation of the self-help groups and their 
capacity building as well as in terms of coordination with the technical institutions for 
technology and training, the banks for planning and credit mobilisation, the line 
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departments for infrastructure and technical follow up as well as in co-ordinating the 
marketing activities.   

 
• The Gram Panchayats will play a crucial role in SGSY. The Gram Sabha will first 

approve the list of BPL families. Besides, at the beginning of each year, the potential 
Swarozgaris for taking up the designated key activities would be identified in each 
habitation by a 3-member committee including the Sarpanch. The list of Swarozgaris 
who are sanctioned the loan by the banks would be placed before the Gram Sabha.  

 
• The Gram Panchayat would also be take steps to provide from its funds under SGSY 

or any other programme, the common infrastructure necessary for the key activities.  
The Gram Panchayat would actively monitor the performance of the Swarozgaris and 
in particular whether they are repaying the loan regularly.   

 
• The Panchayat Samiti (block level) will approve the key activities that are identified 

for the blocks before the list is send to the BDO through the District Level Technical 
Group. The Panchayat Samiti would review every month the reports sent by Block 
SGSY committee. In particular, the Panchayat Samiti would review the recovery 
performance. The Zilla Parishad will be reviewing the performance under SGSY in its 
general meetings. 

 
• The Bankers play a very critical role in the implementation of Swarnjayanti Gram 

Swarozgar Yojana. SGSY is a credit-cum-subsidy programme.  Credit is the key 
component and subsidy is only a minor and enabling component.  

 
• SGSY envisages the close association of bankers at all stages of the programme 

implementation, right from the identification of key activities, clusters, self-help 
groups, identification of individuals swarozgaris as well as planning for all the 
elements of the key activities.  The bank has the final say in the selection of 
swarozgaris.  An elaborate mechanism has been put in place to ensure post-credit 
monitoring as well as for loan recovery. 

 
• The Line departments have an important role to play in the entire exercise, for they 

will be responsible for implementation and monitoring of respective sectoral 
activities. SGSY would need a very close collaboration between the implementing 
agencies and the line departments.  This collaboration starts with the identification of 
key activities and preparation of project reports.  

 
• The line departments will be responsible for planning and creation of the 

infrastructure required to make the key activity successful. In addition, once the bank 
has sanctioned the loan, the line departments must ensure that all facilities including 
technical guidance are provided to the Swarozgaris.  

 
• The line departments may also verify whether the Swarozgaris have the necessary 

skill requirement and take steps to train them. The line departments should also satisfy 
themselves about the quality of training that is being imparted. They should assist the 
DRDAs in ensuring that the Swarozgaris are duly y trained in appropriate institutions. 
It shall be their responsibility to monitor the progress and whether Swarozgaris are 
able to derive the expected levels of income.  
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• The line departments will treat promotion of self-employment in their sector as much 
their responsibility as that of DRDA / Panchayati Raj Institutions / Banks and it 
should be an integral part of their day-to-day functioning. 

 
• The NGOs have also an important role to play.  They can be used in the formation and 

nurturing of the SHGs as well as in the monitoring of the progress of the Swarozgaris. 
Where feasible, their services can also be utilised for provision of technology support, 
quality control of the products.   

 
• What the NGOs can do would depend on the nature of the NGO and its competence. 

Care must therefore be taken to ensure that only those NGOs are utilised in the 
programme as are capable of supporting the programme. At the same time, every 
effort must be made to ensure that all resources available in the district are made use 
of.  

 
• Similarly, care must be taken to ensure the participation of the technical resource 

available in the district, in the form of technical institutions. These technical 
institutions may not always have ready solutions to the problems but if they are 
properly oriented, they can come up with solutions to different problems. If they are 
made part of an ongoing process, their own capacity will be built up, with long-term 
benefits. The District SGSY committee must pay particular attention to this aspect. 

 
Co-ordination Mechanism 
 
• A close coordination between different agencies responsible for implementation of 

SGSY is critical for the success of the programme. The programme should be treated 
as a joint programme with all agencies being conscious of their respective roles. In 
order to ensure the coordination the following committees are constituted under 
SGSY. 

 
Block Level SGSY Committee   
 
• There shall be a Block Level SGSY Committee in each block. Its composition will be 

as follows:  
 
1.  Project Director- DRDA     -  Chairman 
2. Project Officer (Self-employment )-  Member 
3. Branch Managers of all implementing bank branches in  Block  -  Members 
4. Block Level / Sub-Division level officers of the concerned line departments- Members 
5. NGO representative (one)       -  Member 
6. Block Development Officer     -  Convenor 
 
• The meetings of this Committee shall be convened by the BDO.  The Lead Bank 

Officer, DDM, NABARD and the Lead District Officer, RBI may attend the meetings 
as special invitees. They may attend as many meetings as possible in each block, so 
that they are familiar with the ground level problems and can help in sorting them out.  

 
• The main functions of Block Level SGSY Committee are: 
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A. Selection of key activities at the beginning of the programme; 
B. Selection of villages and number of Swarozgaris to be covered each year; 
C. Distribution of the work among the bank branches; 
D. Monitoring of the performance by different agencies; 
E. Co-ordination issues in respect of infrastructure, credit, technology and marketing; 
F. Review of incomes being earned by Swarozgaris; 
G. Review of the recovery performance; fixing dates for  recovery camps etc; 
H. Conduct of sample checks for verification of assets. 
I. Drawing up of the monthly report (the monthly report may be drawn by BDO based 

on information furnished by the banks. A review of the report in the monthly meeting 
will help the block level committee in identifying different problems. It is, however, 
not necessary to hold up the preparation of the report in the absence of this monthly 
meeting). 

J. Review of progress of Swarozgaris in crossing the poverty line. 
 
• The block level committee shall meet between 5th & 10th of every month. It must be 

ensured that meetings are held regularly. Branch Manager of financing institutions 
should report in a pre-determined format about the SGSY financing in the Block and 
the same should be compiled by BDO.  The proceedings of the Block Level SGSY 
Committee shall be sent to Panchayat Samiti for information and necessary action, if 
any. A copy should also be sent to the PD, DRDA and to the Lead Bank Officer.  

 
District Level   
 
• At the District Level, there shall be a District SGSY Committee under the 

Chairmanship of the District Collector / Chief Executive Officer.  This Committee 
meets every month to review the progress of SGSY and suggest corrective action 
wherever necessary.  The composition of District Level SGSY Committee will be as 
under: 

 
1. District Collector/ Chief Executive Officer   Chairman 
2. DDM of NABARD                                                                Member 
3. LDO of RBI                                                                            Member 
4. District level Coordinators of the implementing banks          Member 
5. Concerned Heads of district level line departments               Member 
6. General Manager, DIC                                                            Member 
7. District KVIB officer                                                              Member 
8. Project Director, DRDA                                                         Member 
9. 2-3 NGO representatives                                                        Member  
10. Lead bank officer                                                                 Convenor 
 
The functions of the District SGSY Committee include: 
 
i) Review of SGSY Plan  
ii) Monitoring and review of the overall progress in physical and financial terms 
iii)  Sorting out inter-agency differences and to prepare items for consideration of 

State Level Committee.  
iv)  Assessing training needs of Swarozgaris and also to review the arrangements for 

training including identification of appropriate institutions and also 

 
- 89 -



v)  Monitor the recovery position bank-wise and block-wise so as to initiate 
corrective measures where necessary. 

 
State Level 
 
• The Department of Rural Development or any other Department to which the subject 

of Rural Development has been allocated should be responsible for planning, 
implementation, monitoring and evaluation of the programme at the State Level.  A 
State level SGSY Committee has been provided to oversee the functioning the 
performance under SGSY. Its composition is as under: 

 
1. Chief Secretary / Development Commissioner                                           Chairman 
2. Secretary, D/o institutional finance                                                               Member 
3. Secretary, D/o Planning                                                                                 Member 
4. Secretary, In-charge of Women's development                                             Member 
5. Concerned Heads of the Line Departments as and when required                Member 
6. Secretary in charge of welfare of SC/STs                                                      Member 
7. Representative of NABARD (local Head of Regional Office)                      Member 
8. Representative of RBI                                                                                    Member 
9. Representatives of concerned implementing banks at State Headquarters    Member 
9. A representative of the Government of India, not below the rank  

of Deputy Secretary                                                                                      Member 
11. Director, SIRD                                                                                              Member 
12. Convenor, SLBC                                                                                          Member 
13. Secretary, in charge of Rural Development                                  Member Secretary 
  
Functions of the State Level SGSY Committee are as under: 
 
i)  To provide leadership and guidance in the planning, implementation and 

monitoring of the programme. 
ii)  To review the district-wise progress under SGSY and suggest remedial actions.    
iii)  To monitor and evaluate the implementation of the programme with reference to 

the objectives of the programme. 
iv)  To review the involvement of reputed NGOs in the SGSY and provide directions 

if necessary. 
v)  To provide a forum for a meaningful dialogue between the policy makers at the 

State level and the implementers at the field level as well as the Bankers. 
vi)  To discuss any other issue relating to SGSY.  
 
Central Level 
 
• The Department of Rural Development in the Ministry of Rural Development, 

Government of India, New Delhi has the over-all responsibility of policy formulation, 
monitoring and evaluation of the programme and for release of central share of funds.  
A Central Level Coordination Committee (CLCC) has been constituted as under to 
assist the Department. The CLCC will meet once in six months. 

 
1. Secretary, Ministry of Rural Development                                       Chairman 
2. Deputy Governor, Reserve Bank of India                                                Member 
3. Secretary, Dept. of Agriculture & Cooperation                                        Member 
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4. Secretary, Department of Expenditure                                                      Member 
5. Special Secretary, Banking Division, Ministry of Finance                        Member 
6. Secretary, Department of Women and Child Development                     Member 
7. Secretary, Department of Small Scale & Agro-related Industries             Member 
8. Secretary, Department of Science & Technology                                     Member 
9. Secretary, Ministry of Welfare                                                                   Member 
10. Managing Director, NABARD                                                                 Member 
11. Adviser (Rural Development), Planning Commission                            Member 
12. Additional Secretary & FA, Ministry of Rural Development                  Member 
13. State Secretaries of Rural Development                                                  Member 
14. Chairman-cum- Managing Director of all commercial sector banks       Member 
15. Director General, CAPART                                                                     Member 
16. Director General, NIRD                                                                           Member 
17. Chairman, Indian Banks Association                                                        Member 
18. Joint Secretary (IRD)- Department of Rural Development      Member-Secretary 
 
Other officials/non-officials may be invited to the meetings of this Committee if their 
presence is felt necessary. 
 
 
The functions of CLCC are as under:  
 
i)  To review and ensure effective implementation of the programmes. 
ii)  To review linkages for support services for SGSY   
iii)  To review progress of these programmes in physical, financial and qualitative 

terms including credit assistance. 
iv)  To consider concurrent evaluation reports. 
v)  To provide a forum for a continuous dialogue with the State Governments and 

Bankers and  
vi)  To review the credit arrangements and recommend changes and improvements as 

and when necessary.  
 
Setting up of SGSY Cells in Banks 
 
• For the purpose of effective monitoring of the implementation of SGSY, the banks 

may set up SGSY cells in their controlling offices such as zonal /Regional offices.  
These cells should make periodical review of the flow of credit to SGSY Swarozgaris, 
ensure the implementation of the guidelines issued by Reserve Bank of India and the 
Government of India, collect data from the branches and make available consolidated 
data to the Head Office of the bank. 

 
9.   Funding Pattern and Financial Procedure 
 
Criteria for Allocation of Funds to the States 
 
• Swarnjayanti Gram Swarozgar Yojana is a centrally sponsored scheme and the 

financing of the programme will be shared between the Centre and the States in the 
ratio of 75:25.  
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• The central allocation earmarked for the States will be distributed in relation to the 
incidence of poverty in the States.  However, additional parameters like absorption 
capacity (based on past trend in utilisation of SGSY funds) and special requirement 
will also be taken into consideration during the course of the year.    Devolution of 
funds to the districts will be indicated by the States and approved by the Government 
of India.   

 
• Government of India will release the funds directly to the DRDAs.    Devolution to 

the Blocks may be decided by the Governing Body of the DRDA based on level of 
poverty and other local factors.  Re-allocation may be made by the DRDA within a 
district.  This can be made during January for the remainder of the financial year. 

   
Eligible Items of Expenditure 
 
• Each DRDA may incur expenditure on the following items only from the funds 

provided for SGSY: - 
 
i.  SGSY Training Fund (10% of the allocation) 
ii.  SGSY Infrastructure Fund. (20% of the allocation; 25% in case of NE States) 
iii.  Provision for Revolving fund to SHGs (10% of the allocation) 
iv.  Subsidy for economic activities  
• For administration, separate funds through a distinct Centrally sponsored scheme of 

'DRDA Administration' will be provided.   
  
Release of Funds 
 
• The Centre releases funds in two instalments.  In the case of cold snow bound 

Districts viz., Lahul and Spiti, Leh and Kargil where the working period is limited to a 
few months, the entire central share of assistance can be released in one instalment.  
These releases should be immediately followed with the releases by the States. 

 
Release Procedure for Central Share of SGSY Funds 
 
A. NORMAL AREAS 
(i)  Release of First Instalment: 
The release of first instalment of SGSY subsidy amount can be made without any formal 
request if the second instalment in the previous year had been released without any 
condition.  If this instalment was not released at all or was released with some conditions, 
formal requests for release of first instalment are required from the DRDAs after the 
conditions have been fulfilled/reasons for non-release of the second instalment have been 
met. 
 
 The release of the first instalment should ordinarily be completed by the end of the 
second month of the financial year. 
 
(ii) Release of Second Instalment: 

The second instalment of Central funds is released on the request of the DRDAs in 
the prescribed proforma on fulfilment of the following conditions: 
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1. Budget provision for the current year may be indicated by the State Governments. 
The Central release will not exceed it proportionately. 

 
2. The State Government should have released its contribution during the previous 

year. Deficiency in release of its share will be deducted from the second 
instalment. 

 
3. The opening balance of the DRDAs should not exceed 15%  (20% for the year 

1999-2000) of the allocation of the year in which funds are being released. In 
case, the opening balance exceeds this limit, the Central share of the amount by 
which it exceeds this limit will be deducted at the time of release of second 
instalment.   

 
4. Available funds including carry forward funds should have been utilised at least to 

60%.  
 
5. Audit reports, utilisation certificates for the previous year should be furnished. 
 
6. Annual Plan should have been approved by the Governing Body of the DRDA. 
 
7. Any other terms and conditions imposed at the time of the last release should have 

been met. 
8.  The States should ideally get the release of second instalment latest by the end of 

December. The quantum of second instalment releases while seeking the second 
instalment will be made dependent on the time of reporting of utilisation.  
Depending on the receipt of complete proposal for second instalment, the quantum 
will be governed as follows: - 

 
Proposals received: 
 by the end of December : 50% of allocated funds 
 by the end of January  : 40%  of allocated funds 

by the end of February : 30% of allocated funds 
in March   : 20% of allocated funds 

    
B. COLD DESERT DISTRICTS 

Funds will be released in one instalment but the following conditions should be 
satisfied before next release: 
 

(a) Conditions laid down at the time of release of funds during the previous year 
should have been satisfied. 

 
(b) Budget provisions for the current year should have been indicated and Central 

releases should not exceed it. 
 
(b) State Government should have released its share during the previous year. 

Deficiency in the release of the State contribution would be deducted from the 
current year's release. 
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(c) Carry forward balances should not exceed 15% (20% for the year 1999-2000) of 
the last year's allocation. Excess carry forward would be deducted from the 
current year's release. 

 
(d) 75 percent utilisation of available funds including carry forward  funds. 
 
(e) Annual Plan should have been approved by the Governing Body of the DRDA. 
 
(f) Audit Report, Utilisation Certificate and Bank Reconciliation Certificate for the 

previous year should have been received.  
 
 
10.   Monitoring 
 
• For ensuring that Swarozgari crosses the poverty line, it is not sufficient to provide 

him assets through subsidy and loan.  The progress of management of his assets for 
generation of incremental income has to be continuously followed up, monitored and 
evaluated.    

 
• The follow-up on the projects given to the Swarozgari should be done by the 

DRDA/Block officials, and bankers to see that the Swarozgari is properly managing 
his assets and is able to generate the projected income.  All efforts should be made to 
remove any difficulties that the Swarozgari may be facing.  Every Swarozgari should 
be given Vikas Patrika.  Two copies of this document should be prepared of which 
one copy should be given to the Swarozgari and the other should be kept at the Block 
headquarters.  Both the copies should be kept continuously updated regarding the 
health of the project. 

 
• An annual physical verification of assets may also be undertaken on a drive basis at 

the end of every year.  The results of such verification should be incorporated in the 
Annual plan for the next year. 

 
• Follow up and monitoring will also be done at the different levels and agencies like 

DRDA, BDO, panchayats, Bank branches etc. 
    
• The performance of the implementation of SGSY is to be monitored continuously at 

all levels.  At the Block and District levels this is done through reports and physical 
verification of the assets.  At the Central Government level, the programme will be 
continuously monitored on the basis of monthly progress report. The States will send 
district-wise information received from the DRDA to the Centre as under: 

 
(a) Monthly Progress Report 
 Monthly Progress Report should be sent so as to reach the Centre by the 20th of 
every succeeding month. The proforma for submission of above monthly progress report 
will be communicated to the States.  
 
(b)  Annual Progress Report 

The monthly progress report for the last month of the financial year i.e. March 
will be treated as the final Annual Progress Report for that year.  
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• This annual progress report should be sent along with an analytical note on the 
implementation of the SGSY in the State particularly, on the following points: 

 
(i) The physical and financial progress during the year 
(ii) The linkages provided and availed of for various activities 
(iii)  General comments on the implementation of the programme including  

suggestions, if any.  
 
Qualitative Monitoring of SGSY at Block/DRDA Level 
 
• For effective implementation of the programme, physical monitoring through field 

inspections is important. Officers dealing with SGSY at the State headquarters shall 
visit districts regularly and ascertain through field visits that the programme is being 
implemented satisfactorily and is in accordance with the prescribed procedures and 
specifications. Likewise, officers at the district, sub-division and block levels must 
closely monitor all aspects of the programme through visits in the interior areas.   

 
• In order to develop a consistent system of monitoring the implementation of SGSY at 

Block/DRDA level through field visits and physical verification of assets as well as 
progress of the swarozgari towards income generation the following schedule of 
inspection of families by the various levels of officers is suggested: 

 
(i) District Magistrate/Chairman DRDA  10 per month 
(ii) Project Director,  DRDA               20 per month 
(iii) Project Officer & Project Economist  40 per month 
(iv) SDMs      20 per month 
(v) BDOs      20 per month 
(vi) ADOs                             20 per month 
   
• District Collector/Chairman DRDA should prescribe suitable number of field visits 

for the officers of the line Departments and obtain their inspection reports. On the 
basis of these inspection reports the Monitoring Wing at DRDAs will prepare a 
consolidated report.  These reports should be discussed in the meetings of the 
Governing Bodies of DRDAs.   

 
• Necessary corrective action should be taken wherever necessary. DRDAs will also 

send consolidated report on quarterly basis to States along with summary of 
comments on salient observations and follow up action taken on these issues. 

 
• The State Level SGSY Committee, should review quarterly the findings emerging out 

of qualitative monitoring of the programme as a standing agenda.  Selected Chairmen/ 
Project Directors should be invited to such meetings. 

 
 Evaluation Studies 
 
• The States/UTs should conduct periodical evaluation studies on the implementation of 

the programme. 
 
• Evaluation studies may be given to the reputed institutions and organisations, on 

issues thrown up by the concurrent evaluation meriting detailed studies. These studies 
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may be given by the centre as well as the States/UTs. Copies of the evaluation studies 
conducted by the State should be furnished to the Central Government. 

 
• Remedial action shall be taken by the States/UTs on the basis of the observations 

made in these evaluation studies and also in the concurrent Evaluation conducted by 
the Government of India. 

 
 
11.   Special Projects 
  
Introduction 
 
• Under SGSY, funds are released to the DRDAs and are utilised as per the decisions 

taken at the local level.  Sometimes, the poverty reduction efforts requires 
coordinated action by different departments and it may call for planning and 
coordination which may extend beyond the individual districts.   

 
• There may also be occasions when the different departments or DRDAs or State 

Governments might want to try out new initiatives which are in the nature of pioneer 
projects, capable of triggering much needed growth impulses. Such projects would be 
indicators of possible alternative strategies.   

 
• In order to take up such projects, 15% of the funds under SGSY will be set apart by 

the Ministry for such initiatives in conjunction with other departments, semi-
government organisations such, the Khadi & village Commission, Development 
Commissioner, Handicrafts, Commodity Boards, etc., or international organisations. 
This would include initiatives to be taken in the individual districts or across the 
districts.   

 
• If during the course of the year, such funds cannot be fully utilised, the balance funds 

will be distributed among the States alongwith the programme funds whose 
redistribution during the year will keep in view the absorption capacity of different 
States.  

 
Objective   
 
• The objective of each special project would be to ensure a time-bound programme for 

bringing a specific number of BPL families above the poverty line through self-
employment programmes.  As per the programme guidelines, every assisted family 
must be brought above the poverty line in three years.   

 
• The projects may involve different strategies to provide long term sustainable self-

employment opportunities either in terms of organisation of the rural poor, provision 
of support infrastructure, technology, marketing, training, etc., or a combination of 
these.   
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Approval of Special Projects: 
 
• The State Governments or semi-government organisations at the National level or 

international organisations may pose projects under this component. To consider the 
proposals received, there shall be a two-tier committee system.  

   
a)  Project Screening Committee 
b)  Project Approval Committee 
 
(a) Project Screening Committee: 
 The projects submitted would be examined and considered by the Screening 
Committee before they are submitted to the Approval Committee with its 
recommendation. The composition of the Projects Screening Committee would be as 
under:  
 
Joint Secretary (IRD),  D/o Rural Development 
Chairman 
 
Director/Dy.Adviser(RD),  Planning Commission                               Member 
Deputy Secretary (IFD),  D/o Rural Development                               Member 
Director / Deputy Secretary / Joint Director dealing with the subject  Member-Convenor 
 
  The Screening Committee would also be responsible for periodical review and 
monitoring of the projects sanctioned under the scheme.   
 
The composition of the Projects Approval Committee would be as under: - 
Secretary, M/o Rural Development                                                   Chairman 
AS&FA, M/o Rural Development                                                   Member 
Adviser (RD), Planning  Commission                                                  Member 
Joint Secretary (IRD)                                                                           Member-Convenor 
 
A project being forwarded to Government of India under special projects of SGSY should 
inter-alia include the following details: 
 
(i) Likely beneficiaries/families of beneficiaries and year-wise details of long term 

and short term benefits (financial & in the nature of assets created and self-
employment) expected to flow to the beneficiaries. 

 
(ii)  An analysis of the activities proposed to be undertaken and the possibility of its 

replicability elsewhere. 
 
(ii) The approach proposed to be adopted for achieving the objective and the activities 

selected under the project proposal in relation to the available resources. 
 
(iv)  Details of integration with other on-going rural development programmes in the 

area and arrangements for dovetailing funds from non-SGSY resources. 
  
• Special projects should be distinct from the normal projects/schemes given to the 

individual/group prepared and taken up by the implementing agencies under SGSY. 
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Period of Implementation of Project 
 
• The period of implementation should not normally exceed three years. 
 
Releases under the Special Projects 
 
• Releases under the projects shall be made as per schedule of releases approved for 

each programme. Recurring expenditure such as creation of posts or vehicles or 
maintenance expenditure shall not be admissible in the projects.   

 
• The reports and returns will be submitted to the Central Government by the 

implementing agencies as prescribed generally or for specific projects.  
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Annexture C 
 
 

Findings of UNDP Poverty Report 2000 
  
 
 The Commitments to Poverty Reduction  
 
A new global strategy against poverty needs to be mounted - with more resources, a 
sharper focus and a stronger commitment - based on the commitments made at the 1995 
Social Summit.   
 
• Donor countries are cutting back on aid and failing to focus what remains on poverty. 
 
• UNDP needs to provide better assistance, more focused on helping to improve 

national policy-making and institutions. 
            
• For many countries it is in improving governance that external assistance is needed - 

but not as a new form of conditionality. 
            
• A major shortcoming of current anti-poverty planning is the lack of achievable time-

bound goals and targets. 
                 
• Fewer than a third of countries have set targets for eradicating extreme poverty or      

substantially reducing overall poverty. 
                 
• Countries should also now explicitly incorporate human poverty targets into their      

planning.  
 
  
Developing National Anti-poverty Plans 
 
Anti-poverty plans need to be comprehensive - much more than a few projects "targeted" 
at the poor. 
            
• They need adequate funding and effective coordination by a government department 

or committee with wide-ranging influence. 
                 
• A special poverty reduction fund can help provide better financial accounting,      

coordination and resource mobilization. 
                 
• A multidimensional problem, poverty should be addressed by a multisectoral      

approach, cutting across government ministries and departments. 
       
Anti-poverty plans should be nationally owned and determined - not donor driven. 
            
• Poverty programmes are often disjointed because external donors provide much of the 
      funding - outside regular government channels - for individual projects.  
 

 
- 99 -



Linking Poverty to National Policies 
 
A new generation of poverty programmes is needed that focus on making growth more 
pro-poor, target inequality and emphasize empowering the poor.  
            
• The old-school prescriptions of supplementing rapid growth with social spending and 

safety nets have proved inadequate.  
            
• Reforms are needed in old-style structural adjustment programmes, which took up 

poverty after the fact or as a residual social issue. 
            
• Policies for pro-poor growth should be an integral part of any national anti-poverty 

plan.   
            
• The sources of inequality, such as unequal distribution of land, need to be squarely      

addressed.  
 
  
Linking Countries' International Policies to Poverty 
 
Countries should link their poverty programmes not only to their national policies but 
also to their international economic and financial policies - a connection rarely made. 
            
• External debt is now clearly linked to poverty - through the Enhanced HIPC - but 

indebted countries still doubt that relief will go far enough and are wary of new 
conditionalities. 

            
• Unlike debt, trade policies are not linked to poverty - as shown at the WTO meeting 

in Seattle. 
                 
• If trade expansion is to benefit the poor, the international rules of the game must be      

made fairer - starting with eliminating the rich-country protectionism that is biased 
      against developing countries. 
            
• Official development assistance  - supposed to strengthen the hand of developing 

countries -  has markedly declined and remains ill focused. 
                 
• Many donors still rely on a hit-and-miss project approach, bypassing the government, 

dispersing efforts and eroding sustainability.  
 
 
Governance: The Missing Link 
 
Responsive and accountable institutions of governance are often the missing link between 
anti-poverty efforts and poverty reduction. 
            
• Holding governments accountable to people is a bottom-line requirement for effective 
      governance 
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• Having regular elections - free and fair - can help, especially at the local level, but      
such democratic forms are no vaccination against poverty. 

                 
• Accountability in the use of public funds is crucial to poverty reduction efforts. 
                 
• Shifting decision-making power closer to poor communities by devolving authority      

and resources to local government can also help. 
            
• To ensure accountability and democracy, poor communities must organize themselves 

to advance their interests. 
                 
• If corruption were cleaned up at the same time that the poor organized themselves, 

many national poverty programmes would undoubtedly ratchet up their performances   
in directing resources to the people who need them.  

 
 
Pro-Poor Local Governance: The Neglected Reforms 
 
Campaigns against poverty have often bypassed and ignored local government, and have 
thus hampered their effectiveness in benefiting the poor. 
            
• Local government must be strengthened - and held accountable both to the central 

government for the funds allocated to it and to its constituents for how it uses them. 
                 
• Although requiring time, resources and capacity building, the lasting benefits to the  

poor of such an approach will outweigh the immediate costs.  
 
 
The Poor Organize: The Foundation for Success 
 
The foundation of poverty reduction is self-organization of the poor at the community 
level. 
            
• This is the best antidote to powerlessness, a central source of poverty. 
            
• What the poor most need is not resources for safety nets but resources to build their 

own organizational capacity. 
            
• Once afforded the opportunity, communities can quickly build their own 

organizations and develop their own leaders. 
                 
• Poor people can then combine their community groups into larger area-based      

institutions to exert influence with local government or the private sector. 
       
Civil society organizations arising outside poor communities can play a valuable role by 
engaging in policy advocacy on behalf of the poor and influencing national policy-
making. 
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• Relying on such civil society organizations to deliver goods and services to poor 
communities - more the responsibility of government - is inadvisable over the long 
term. 

            
• The goal is not for civil society organizations to take over the legitimate functions of 

the state, but to forge a strategic alliance between the state and civil society for 
poverty reduction.  

 
 
Focusing Resources on the Poor 
 
Effective targeting follows from empowerment, not the other way around. 
            
• If the poor lack organization and power, the benefits of poverty programmes are 

unlikely to reach them - or, if they do, to make a lasting difference. 
            
• Most national poverty programmes rely on targeting benefits to the poor, but still 

assume that external agents deliver the benefits and that the poor are passive 
beneficiaries. 

 
• The very term targeting probably clouds the issue: better to talk more generally about      

focusing poverty reduction resources. 
            
• While targeted interventions can often be effective in reaching the poor, they are too 

often regarded as the core of national poverty programmes - and as a substitute for 
reform of national economic policies or governance institutions.  

 
 
Integrating Poverty Programmes 
 
A general weakness of poverty programmes is their lack of integration, due in large part 
to organizing them as a set of targeted interventions unconnected to national policies. 
            
• Lack of integration is also due to the habit of thinking sectorally and organizing           

governments accordingly. 
                 
• Poverty, a multisectoral problem, does not fit neatly into any one department or      

ministry. 
            
• The problem of lack of integration is especially acute with respect to such issues as      

gender and the environment. 
            
• Initiatives to promote basic education and health care - especially in combating major      

health epidemics - also need greater integration with national poverty programmes. 
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Monitoring Progress against Poverty 
 
Countries need a comprehensive but workable monitoring system to gauge their progress 
against poverty.  
            
• Targets for both income and human poverty should guide this system. 
            
• To illuminate the causes of poverty or generate enough policy-relevant information, 

large income and expenditure surveys will have to be supplemented with rapid 
monitoring surveys focused on human poverty and with participatory assessments. 

            
• A general weakness of poverty monitoring systems is that they are not designed to 

also provide evaluations of anti-poverty policies and programmes - so there is little 
systematic verification of what approaches work and what do not. 
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Annexture D 
 

TOOLS FOR PROGRAMME EVALUATION 
 

While most of us are committed to poverty alleviation, 
we don’t really know that much about the impact of our work. 

Nancy Barry, Women’s World Banking 
 
The UNDP Poverty Report 2000 has noted that a general weakness of poverty monitoring 
systems is that they are not designed to also provide evaluations of anti-poverty policies 
and programmes - so there is little systematic verification of what approaches work and 
what do not. 
 
Although it is currently too early to conduct an impact assessment of the SGSY, it would 
be advisable to have such evaluations from the perspective of client impacts at regular 
intervals in future to ensure that the SGSY succeeds in helping beneficiaries / swarozgaris 
to cross the poverty line on a sustainable basis. 
 
Information on two meetings conducted by the CGAP Working Group on Impact 
Assessment Methodologies (in 1997 and 1998) and a set of mid-range impact evaluation 
tools developed by the SEEP (Small Enterprise Education and Promotion) Network on 
Learning from Clients: Assessment Tools for Microfinance Practitioners is therefore 
included in this annexture: 
 
 
HIGHLIGHTS AND RECOMMENDATIONS OF THE VIRTUAL MEETING OF THE 
CGAP WORKING GROUP ON IMPACT ASSESSMENT METHODOLOGIES       
April 7-19, 1997  by Monique Cohen and Gary Gaile (AIMS Project, Washington D.C.: 
Management Systems International, 1997)  
 
 
In April 1997 the CGAP Working Group on Impact Assessment Methodologies 
conducted a virtual meeting on microfinance impact assessment. This conference was 
preceded by the submission of background papers commissioned by the members of the 
Working Group. In addition, the Working Group contracted David Hulme of the 
University of Manchester to prepare a discussion paper, “Impact Assessment 
Methodologies for Microfinance: A Review”. The virtual conference brought together 23 
participants, from donor agencies, research institutions and practitioner organizations.  
 
Using e-mail and a ‘listserve’ created for the meeting, the discussion took place in real 
time in India, Australia, Europe and the U.S. A moderator, Gary Gaile of the University 
of Colorado, facilitated the meeting. The interaction ebbed and flowed nicely, with 
participants entering the debate at various times. 
 

The conference debated three themes: the objectives, methodologies and standards for 
conducting microfinance impact assessments. A consensus emerged on the need to link 
impact assessments more closely to program management. Recommendations focused on 
the need for a methodological norm in this field which gives priority to a mix of small 
quantitative surveys, qualitative studies and, where appropriate, participatory approaches. 
They must be at once affordable and generate credible findings. 
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OBJECTIVES 
 
In his discussion paper, David Hulme differentiated between two goals of impact 
assessments: ‘proving’ impacts and ‘improving’ interventions. The ‘proving’ perspective, 
with its emphasis on demonstrating that positive impacts occur, was recognized by the 
participants as a basic requirement of most impact assessments. However, several 
participants noted the impossibility of ever being able to obtain real proof or to truly 
“prove” anything with absolute surety. Initial responses also agreed that donors and 
implementing organizations share a universal objective of “accountability.” 
 
Elaborating on this point, one participant said that accountability should be more closely 
linked to auditing than to impact assessment. He further argued that the trade-off between 
the objective of accountability and objective of learning with respect resource allocation 
could be resolved by linking accountability more closely to auditing. 
 
Poverty reduction took a prominent position in the debate. Several participants reminded 
the conference that this is a central issue. One participant noted that poverty reduction is 
“very public” and becomes enmeshed with “accountability” as a clear charge for impact 
assessments.   
 
Several participants argued that many impact assessments have been largely donor driven. 
However, another group, notably the practitioners, reflected on their own need for a 
different priority for impact assessments, “ to inform the design and evolution of 
improving programs.“ Going further, one participant stressed that not only should impact 
assessments be “a regular and continuous activity” but that it is essential to integrate them 
into a program to ensure that major long term impacts are achieved. 
 
The ‘improving’ goal with its focus on linking impact assessment to programming was 
discussed extensively. The debate suggested a need not only for a client focus but also for 
an institutional focus in impact assessments. Some supported this approach, but other 
participants felt that a client needs objective is “more compelling and practical.” The 
argument was put forward that “sustainable institutions depend on sustainable clients”. 
Several said that this is a bi-directional relationship as well as a cumulative process.  
 
While there was general agreement that the long-term financial viability of microfinance 
institutions depends on the viability of its clients, one dissenter cautioned that the viability 
of the borrower is neither a necessary nor sufficient condition for the sustainability of the 
microfinance institution or vice versa. Rather, both aspects (client and provider) need to 
be covered in an impact assessment.   
 

The link between clients and microfinance institutions contrasts noticeably with what has 
been evaluation practice until now: a definitive separation of institutional performance 
evaluation and impact assessment. One consequence of this distance between the two is 
that the findings of impact assessments are often seen as having very limited utility for 
microfinance institutions beyond justifying the expenditure of funds. However, if impact 
assessments are to be more operationally relevant the question was posed, what is the 
‘overlap’ between institutional and client interests.  
 
The time dimension here is fundamental. Impact takes time, and sustainable institutions 
are needed in order to have an impact on clients over time. One participant argued that the 
overlap can be a “win-win” situation (lowering administrative costs and thus costs to 

 
- 105 -



clients) or a “win-lose” when institutions transfer costs to clients. “Win-win” led a 
participant to suggest that overlap could become a “virtuous circle.” Another pointed out 
that linking impact assessment to institutional performance was necessary in “these 
business and market minded times.” 
 
This discussion of the linkages between program performance and impact also led to a 
debate about whether different financial products result in different impacts. While there 
was broad agreement on this point, reservations were expressed by some that different 
products could possibility lead to similar impacts. One participant, noting that different 
products might be related to different program goals, argued for a comparative impact 
assessment of a minimalist program and a program with a more holistic approach toward 
household and community growth in order to gain further insight on this issue. 
 
With the participants seeing a greater role for impact assessments, what should current 
and future impact assessments emphasize? They should be linked more closely to the 
operations of microfinance institutions. One practitioner observed that while “the current 
definition of performance evaluation tends to focus on two issues: depth and scale of 
outreach, and financial sustainability, client feedback on program services can help 
explain both the level of observed impact, as well as serve as a useful market research 
tool for programs.” This means better balancing an impact assessment’s focus on client 
welfare and financial sustainability.  
 
It is important to know the “whys” of both clients and institutions in order to assess 
whether objectives are actually met. Accepting the ‘improving’ goal, it is clear impact 
assessments/impact monitoring can enable us to “tinker with design features, policies, 
service mix...to better achieve intended impacts and minimize negative impacts.” One 
participant cogently noted that impact assessments can 
 
• identify which clients are receiving more benefits and which less, and illuminate the 

reasons why...; 
• provide information on the liveliness or barrenness of different sectors in which 

clients are working...; and 
• ask questions about what clients value in their programs; what products and services 

they would prefer; what barriers they are facing.” 
 

Finally, impact measurement should help to assess additional objectives of community 
and women’s empowerment and other non-quantifiable indicators of change. Yet, from 
the debate it was also clear that there is a need to tread softly on empowerment. There 
was a mixed view of whether empowerment is an important variable to include as a 
measure of impact. Two participants pointed out that empowerment may not be an 
objective of some microfinance institutions, so its inclusion should depend very much on 
the context. 
 
 
There was general and strong agreement that there is a need for integrating impact 
assessments into existing microfinance programs and/or to strengthen internal 
impact monitoring.  
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This is still a young area, however, and few examples are in place. Several suggestions 
were raised including the possibility of client self-monitoring. The need to link impact 
measurement to client monitoring and thus include it in an institution’s MIS was also 
explored. 
 
 
Another issue of consensus was that neither the financial systems approach, with its 
focus on sustainability and outreach, nor the analysis of transaction costs, as 
proposed in one of the background papers, were seen as useful or sufficient for 
impact assessment.  
 
 
Rather impact assessments must focus on both the institutional provider and the clients. 
Beginning with a focus on “benefits to the poor” is a useful starting point. One participant 
stressed that this is “essential”. 
 
 
Monitoring should take a broader view than just measuring simple indicators of 
client success.  Consideration should be given to the role of the assessment itself as a 
vehicle for client empowerment, especially women. 
 
 
METHODOLOGY 
 
How to design an optimal methodological mix to link different objectives with different 
impact assessments was a central question debated during the meeting. Given the richness 
of objectives, an array of methods is clearly appropriate. 
 
Yet, at the beginning of a methodological debate, it is useful to restate the well-known 
problem of proving causality. Implementers of microfinance programs, including most of 
the conference participants would truly be happy to say that “microenterprise credit 
programs lead to poverty alleviation.” However, making the case for attribution lies at the 
heart of impact assessment. While one “cannot really prove impact,” one participant 
noted that you can show “plausible association” and rule out rival hypotheses.  
 
Even though one cannot ever say anything about impacts with absolute surety, one can 
make claims based on strong empirical evidence that has a high likelihood of validity.  
 
Impact assessments can be designed to provide substantial evidence which can never 
prove a case, but which can make a case much more difficult to disprove. It is within the 
context of these disclaimers that we must ask, what methods are appropriate for the 
assessment of microfinance impact? 
 
Controlling for fungibility between the household and the enterprise has been a major 
methodological problem for impact assessments. The Household Economic Portfolio 
Model (HEPM) was acknowledged as representing a significant advancement in the 
development of an appropriate framework for accommodating fungibility and received 
general acceptance as a methodological innovation. One participant noted it captures 
“...the context in which clients live, her/his priorities for improving their lives and 
processes of change.”  
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Not only does the HEPM allow for a robust impact assessment method, but it avoids 
control-type approaches for fungibility which are methodologically not feasible. In 
addition, the HEPM allows the analysis to extend beyond the household as a black box 
and consider both the intra-household allocation of resources and inter-household 
linkages as they affect the allocation of resources to household microenterprises. Control 
group identification remained a big question. One participant referred to Mosley’s 
background paper which addressed the distinction between control groups and 
comparison groups. 
 
One thought that the difference was minimal, Mosley’s control groups “are at best 
comparison groups.” In both instances, their primary purpose is to elaborate on the 
‘counterfactual’, what would have happened without the intervention. One respondent felt 
that comparison/control groups could not be used as proof or disproof but only to indicate 
change. Another practitioner noted that control groups in the sense of denying people 
access to services for the purpose of the assessment are not possible.  
 
Comparison groups only should be included in impact assessments. However, there was 
disagreement on whether the inclusion of comparison groups in impact assessments is 
necessary to ensure a rigorous approach. While desirable, it can not be argued that they 
are necessary, regardless of the objective of the assessment. 
 
Central to the debate on methodology is the question of the size of impact assessments. 
Several participants called for a move towards recognizing and facilitating smaller, yet 
credible, impact assessments. This is an important conclusion in light of the current view 
of many in the microfinance field who correlate credibility with very high cost.  
 
Several participants argued that ”smaller impact assessments could serve as the base for 
more rigorous impact assessments.” It is clear there is a “hierarchy of purpose and rigor” 
and that “low and middle level impact assessments proposed in Little’s background paper 
are also consonant with a credible practitioner-oriented approach.” 
 
Smaller impact assessments will require the fine-tuning of the methodology. Moreover, as 
smaller assessments gain credibility other changes will come into play. The emerging 
norm may be “the findings of small scale client surveys and rapid and participatory 
appraisal methods.” There may also be an increase in the importance of case study 
information that is not generalizable. Triangulation which involves using a mix of 
methodologies, both quantitative and qualitative, was strongly advocated.  
 
Another set of methodological challenges associated with the overlap between client level 
impacts and institutional performance was indicated. They include: 
 
• How can we capture the impact on dropouts? 
• How can we identify retention problems among clients? 
• Can we study the distinction between ability and willingness to repay? 
• Does client success lead to non-payment? 
• Can we use impact assessment methodology to predict and enhance repayment? 
• What negative impacts can impact assessment identify? 
 
These and other questions remain fertile areas of inquiry in the continuing debate on 
impact assessment. 
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Another related issue, raised both in discussion and in some of the background papers, is 
who should undertake impact assessments or impact monitoring. Should it be ‘the project 
itself for its own sake, the research department of the financial institution, a research 
institute, a local or an international institute, the implementing institution or an external 
agency’?  
 
One practitioner participant observed that implementing agencies often have little 
capacity to analyze the data. Hulme in his Discussion Paper noted that recruiting impact 
assessment personnel who have the skills and qualities to do all aspects of impact 
assessments can be a key problem that applies to both consultants and fieldworkers. He 
argues for strengthening the human and institutional resources available for assessments 
in developing countries.  
 
Participants agreed that the Household Economic Portfolio Model is an appropriate 
methodological approach for dealing with the issue of fungibility. However, several 
participants have reservations about claiming it as the “best” methodological 
approach.  Rather, it should be seen as a framework which can be used in the 
formulation of hypotheses and the selection of elements to be considered in an 
impact assessment. 
 
General agreement was reached on the need for a mix of approaches to impact 
assessment.  One participant argued for “complementary” approaches. Another 
stressed that problems of attribution can be reduced by skilled survey design and 
triangulation.  Within the range of impact assessment studies deemed possible, there 
was a consensus that smaller studies can be credible and considered valid if they use 
rigorous methods.  In recognition of a continuum of approaches to impact 
assessment, there was general acknowledgment that there will be a tradeoff between 
resources available and the standards that can be achieved. 

 
 
STANDARDS AND RECOMMENDATIONS 
 
A goal of the virtual conference was to move toward a consensus regarding the use of 
impact assessment and the identification of possible standards to be used for impact 
assessment. Several participants cautioned against setting standards at this time and 
suggested the development of guidelines. A starting point for a set of standards was the 
recognition by one participant that smaller impact assessments “must stand the test of 
credibility, utility and cost-effectiveness.” She then suggested “characteristics to make 
such impact assessments credible: 
 
1) a small set of central hypotheses; 
2)  variables that have a track record in a variety of previous assessment studies; 
3)  triangulation of methods that are clearly documented; 
4)  methods applied consistently over time; 
5)  includes a comparison group; and 
6) training of staff for carefully done impact assessment. 
 
In moving towards the development of a credible set of standards certain issues were 
reviewed at the end of the meeting. The following listing identified areas of agreement 
and disagreement: 
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Comparison and/or control groups are essential for credible impact assessment. 
Some participants argued they are desirable versus essential. Others noted that 
comparison groups may suffice. 
 
Not only is longitudinal analysis essential for credible impact assessment, but the 
time period covered by the longitudinal study should be long enough for impacts to 
manifest themselves.  Broadly, a longitudinal design was viewed as desirable, but not 
always possible or essential. 
 
The scope and scale of impact assessments should be limited. They need not be as 
extensive as is often demanded by donors and/or implementing organizations. There 
was general consensus among the participants that comprehensive studies cost too much 
as a percentage of operating costs for all but the biggest programs. However, one 
participant qualified this statement by suggesting that generally the cost depends on the 
program’s and the impact assessment’s objectives. 
 
Rigor relates to both the design of the impact assessment as well as to the particular 
methodology.  Interviewers should be carefully trained and questionnaires should be 
translated into the “local language”. Protocols should be established to introduce the 
study to respondents. One participant elaborated on this issue, for which there was a 
consensus by noting that this is part of an ethical issue.  Another stressed that program 
clients who are being ‘surveyed’ need to be incorporated more extensively into the whole 
process, rather than being just passive respondents to questions. They should be active in 
and integral to the design of the assessment as well. 
 
Instructions for recording interviews should be standardized. Within the group the 
concept of standardization was greeted with reservation in the context of constraining the 
richness and flexibility of qualitative approaches. 
 
The long term benefits of work to improve impact assessment methodologies are 
dependent on developing in-country designs. In supporting this statement the 
reservation was expressed that this should not preempt the move to “develop some 
common prototype instruments” that could be used in different contexts. Another 
participant argued we need to further the development of in-country capabilities (versus 
designs). 
 
CONCLUSION 
 
A significant proportion of impact assessments have ‘low impact’ on policy and practice. 
To overcome this, certain steps need to be taken. Hulme in his paper asserted that in part 
this reflects the tendency among the designers of impact assessments to allocate too much 
thought to methodology and too little to dissemination.  
 
While there is a consensus that more dissemination is important, it must be timely. All too 
often the findings from impact assessments are made available to the implementors long 
after the original surveys were undertaken. It is no surprise that implementors see the 
results as useless. To change this perspective it is necessary to shorten the time lag 
between data collection and dissemination of results. This clearly supports the 
recommendation of smaller and simpler impact assessments or impact monitoring by the 
microfinance institutions themselves. 
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However, in developing new approaches to impact assessment we also need to be sure 
that we “move clearly as a community to a common vision of what’s important to 
measure” and what we can measure given the resources. The need for credible results 
should be central to the choices.  It was a lively, provocative and useful two weeks. Many 
issues were aired and the move to consensus was done carefully and thoughtfully. There 
was general agreement that it would be desirable to have further fruitful interactions. 
 
THE VIRTUAL CONFERENCE PROCESS 
 
At the CGAP meeting in September 1996 the Working Group members agreed to conduct 
a virtual meeting on Impact Assessment Methodologies. The meeting involved three 
steps: 
 
1)  many of the Working Group members wrote or contracted consultants to 

prepare background papers; 
 

2)  the CGAP Working Group contracted David Hulme of the University of 
Manchester to prepare a discussion paper that built on the information 
presented in the background papers; and 
 

3)  the services of the USAID’s AIMS project at Management Systems 
International (MSI) were contracted by USAID and CGAP to manage the 
virtual meeting.  

 
This involved contracting for the Discussion Paper and the meeting moderator and 
managing the logistics associated with an international meeting in cyberspace. MSI 
contacted the participants and distributed the draft Discussion Paper and background 
papers to the 23 participants in the virtual conference. 

 
MSI distributed a clear set of “Instructions for Joining the ‘IMPACT’ Discussion Group 
and Guidelines for Participation” to all participants. In the week before the conference, 
participants joined a “listserve” which was created and maintained by MSI. This 
“listserve” allowed a participant to log on to their electronic mail (EMAIL) and simply 
type “IMPACT” for an address. This insured that their messages would go to all 
participants subscribed to the impact assessment electronic mail. 
 
The moderator opened the conference on April 7 with a welcome, an approximate 
schedule of the discussion topics, and a set of initial questions to begin the debate. 
Participants sent responses and comments over EMAIL using simple text messages. 
Comments were sent at any time, and, given the global reach of the participants, were 
received at all hours of the day and night. Participants “logged on” to their EMAIL and 
read the answers, comments and queries from their fellow conferees. The interaction 
ebbed and flowed nicely, with participants entering the debates at various times. 
 
The moderator offered wrap-ups occasionally during the conference and posed additional 
questions, often asking whether a consensus could be found. As the end of the debate 
neared, an list of 18 items was compiled from the background reports and the record of 
the ongoing debate. This list was submitted to the participants for their vote regarding 
consensus and the results are reported in this document.  The conference ended April 19 
and was deemed a success by the participants.  
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CGAP VIRTUAL MEETING PARTICIPANT LIST 
 
Name     Affiliation 
 
Andy Olver  Australian Agency for International Development 
Sam Zappia  Australian Agency for International Development 
Adam Folkard  CARE/Australia 
Renee Chao Beroff Centre International de Développement et de Recherche 

(CIDR) 
Arne Wiig  Chr. Michelsen Institute 
Mark van der Voet Dutch Ministry of Foreign Affairs 
Ben Simmes  EDCS, Netherlands 
David Hulme  Institute for Development Policy and Management 
Osvaldo Feinstein International Fund for Agricultural Development 
Hege Gulli  Inter-American Development Bank 
Berndt Balkenhol International Labor Organization 
Haje Schutte  International Labor Organization 
Werner Neuhauss Kreditanstalt fur Wiederaufbau 
Carolyn Barnes Management Systems International, AIMS Project Director 
Linda Mayoux  ODA consultant 
Mavis Owusu-Gyamfi Overseas Development Agency 
Oddvar Espegren Stromme Foundation 
Elaine Edgcomb The Small Enterprise Education and Promotion Network 
Paul Mosley  University of Reading 
Monique Cohen USAID, Office of Microenterprise Development, Economic 

Growth Center, Global Bureau 
Beth Rhyne  USAID, Office Director, Office of Microenterprise Development, 

Economic Growth Center, Global Bureau 
Brigit Helms  World Bank/CGAP 
 
Moderator: Gary Gaile, University of Colorado, MSI consultant 
 
 
 
HIGHLIGHTS AND RECOMMENDATIONS OF THE SECOND VIRTUAL 
MEETING OF THE CGAP WORKING GROUP ON IMPACT ASSESSMENT 
METHODOLOGIES, April 14 – 28, 1998:  DEVELOPING LOWER COST 
MICROENTERPRISE IMPACT ASSESSMENT METHODOLOGIES FOR 
MICROENTERPRISE PROGRAMS 
 
INTRODUCTION 
 
The second virtual meeting of the CGAP Working Group on Impact Assessment 
Methodologies, held April 14-28, 1998, follows on the successful first virtual meeting of 
the Working Group held in April 1997. The goal of the first meeting was to address 
methodological options for the conduct of impact assessments (IAs).  
 
Building on recommendations from the first meeting, the goal of the second meeting was 
to move toward the development of guidelines for “middle-range” impact studies. The 
impetus for developing guidelines for such middle-range impact assessments grew out of 
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the expressed wish of the industry for credible, lower-cost studies that can be used as 
management tools by practitioners while also providing evidence of accountability. 
 
Middle-range tools, by definition, require methodological trade-offs. The nature of these 
trade-offs, and their implications in terms of credibility, effectiveness, and usefulness of 
findings were the major topics of the second virtual meeting. While the value of high-end 
and low-end studies is recognized, the meeting agenda focused on forging a consensus on 
what comprises a middle-range impact assessment and developing guidelines for such 
approaches. 
 
Prior to the virtual meeting, members of the Working Group voluntarily submitted 
background papers. These documents, which included impact assessments from Africa, 
Asia, and Latin America were used to inform preparation of a discussion paper for the 
meeting. The virtual meeting brought together 36 participants from donor agencies, 
research institutions, and practitioner organizations across the globe.  
 
Using e-mail and a “listserve” created for the meeting, the moderated discussion took 
place in real time in Namibia, Australia, Ethiopia, the Philippines, several European 
countries, and the U.S.   
 

The discussion paper was praised by all participants. It was not only valuable in setting 
the stage for the virtual meeting and guiding much of the debate, but was also  
acknowledged as important in directing readers as they seek to apply and refine the 
guidelines. 
 
The virtual meeting focused on three primary topic areas relating to middle-range IAs. 
These topic areas were 
• credibility; 
• cost effectiveness and usefulness; and 
• development of guidelines. 
 
Suggested guidelines for middle-range impact assessments were voted on at the 
conclusion of the virtual meeting in an endeavor to identify areas of consensus. Points of 
consensus are indicated throughout the paper. The conclusion draws on the nascent 
guidelines and provides participants’ recommendations for next steps and future work on 
developing approaches to middle-range impact assessments. 
 
CREDIBILITY 
 
The discussion paper listed six key elements of credible impact assessments: 
 
1. clearly stated objectives; 
2. a small set of focused hypotheses; 
3. well-defined and reliable variables and measures; 
4. well-designed and documented data-gathering instruments; 
5. methods that allow for establishing plausible association between interventions and 

measured changes; and 
6. a design that generates information useful for improving program performance and 

impact. 
 

 
- 113 -



Only a few of these elements were discussed in detail. Others were mentioned in passing. 
The discussion opened with a debate around the audience, and thus the objectives, of an 
impact assessment.  
 
While acknowledging the requirements of accountability, participants stressed the 
importance of using impact assessments as management tools for aiding practitioners to 
better attain program goals. Within this general consensus on the objectives of impact 
assessments, certain opposing views among participants are worth noting. One noted that 
credibility is “audience sensitive,” while another disagreed with the majority by arguing 
that the “question of audience is not relevant.” 
 
The tendency to limit the audience for impact assessments primarily to managers of 
microfinance institutions (MFIs) and donors was questioned by several participants. 
While agreeing that managers want and need this information, participants called for 
greater inclusion of MFI clients. In light of broadening the objective of impact 
assessments beyond accountability, one participant argued that clients’ perception of 
meaning and value of participation can provide insights into how the quality of services 
might be improved.  
 
Expanding the definition of clients to include village leaders, local authorities, etc., and 
including poor peoples’ perception of change in poverty were also proposed.  Moreover, 
clients can play a valuable role in and can benefit from the impact assessment process. 
For instance, one member called for integrating clients into the design and evaluation 
process and advocated client self-evaluation. While there was general agreement, 
questions were raised about the practicalities of incorporating clients. Among the 
questions posed were the following: 
 
• “How and at what stage should this be done?” 
• “Are there low cost ways to do this?” 
• “What is the feasibility of doing this in a large sample?” 
 
CONSENSUS POINT:  Incorporate client satisfaction as part of impact assessments. One 
strategy proposed that credibility could be enhanced by placing more emphasis on the 
development of well-defined and reliable variables and measures. This would entail a 
more precise selection of the limited number of indicators to be analyzed. In addition, 
data-collection instruments should be designed to facilitate information entry and 
retrieval, and practitioners should use the data in their own internal evaluations. Finally, if 
IA data are to be collected by MFI staff, it should be seen as an opportunity to build local 
capacity within the MFI. 
 
CONSENSUS POINT:  Use a limited number of indicators.   
 
Considerable debate centered on credibility issues related to the design and 
documentation of data-gathering instruments. In light of the goal of seeking middle-range 
approaches to impact assessment, the validity of data collected by staff, especially at the 
time a client enters a program, emerged as a key issue. It is recognized that much of the 
information needed by an MFI to assess the “bankability” of clients could also serve as 
baseline data for impact assessments. Indeed, in many instances the appropriate 
information is already or could easily be included on a client application form.  
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One participant argued that provision of baseline information should be a condition for 
receiving a loan and should include, at a minimum, data on housing and assets. In 
response to a concern about the reliability of such data, it was pointed out that reliability 
could improve markedly with training and supervision.  
 
Another participant suggested that if the baseline form were designed by an external team 
and the staff collect data with care and integrity, the reliability of information would be 
enhanced.  
 
Attention also needs to be given to having data that practitioners can readily retrieve and 
use. Both the experience of ADEMI in the Dominican Republic and, more recently, 
Workers Bank in Jamaica were mentioned as examples of institutions that maintain 
ongoing client databases. 
 
CONSENSUS POINT:  Use a carefully designed IA which ensures transparency and 
external review/oversight. 
 
It is clear that collecting data from clients entering a microfinance program can 
significantly reduce costs of IA data collection. However, questions regarding staff 
capacity and reliability of the data were raised. Questioned were the quality of the data 
generated by MFI staff, the validity of data collected by “vested interests,” and the 
biasing of data as a consequence of “agents’ incentives.”   
 
When additional data collection is an extra task, there is little incentive for overburdened 
MFI staff to carefully collect the information. A strong argument was made that, while 
baseline data could be collected by program staff, follow-up data should be collected by 
an external team to assure the credibility of the IA. In any case, data collected by the MFI 
at the outset could be used to triangulate with other data collected by external evaluators. 
One participant claimed that “credibility will always be questioned” and another worried 
about the MFIs’ willingness to share the results. 
 
CONSENSUS POINT:  MFIs should carefully gather data from clients upon entrance to 
the program. Testing the practicality as well as assessing the cost of collecting such data 
by MFIs could begin with a focus on basic indicators that are relatively easy to collect. 
Use of a comparison or control group to permit “establishing plausible associations 
between interventions and measured changes” is another element of credibility that drew 
significant commentary. Also a subject of discussion in the first virtual meeting, the need 
for some form of comparison or control group to credibly identify program impacts was 
reinforced.  
 
Yet, the designation of the control group remains a subject of considerable debate. In 
response to a suggestion that entrants into a program be used as the comparison group, a 
concern was raised that “starting conditions” may be dissimilar. It was argued that IAs 
should use “the most appropriate” comparison group. Throughout the discussion, several 
concerns were raised about the true comparability of groups both within a program and 
between programs on several important variables, including initial income status. 
 
CONSENSUS POINT:  Preference should be given to the use of non-clients versus new 
clients as comparison groups in IAs. However, the higher cost of this approach, the need 
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to establish an appropriate sample of non-clients, and other limitations of this 
recommendation are well recognized. 
 
In stressing the importance of the time element in IAs, Sebstad (1998) proposes the “use 
of a longitudinal design, if possible” to enhance credibility. Early in the debate, a 
participant argued that using cross-sectional or retrospective techniques was a means of 
significantly reducing IA costs. This is a clear example of a trade-off that can lower cost.  
 
While studies conducted at more than one point in time are more reliable than one-time 
studies reliant on retrospective data, the cost of the latter studies is significantly lower and 
they still retain some credibility if properly done.  “Systematic analysis of the data 
collected” is a further credibility element highlighted in the discussion paper.  
 
The proposition was put forward that the most sophisticated statistical methods are not a 
necessity. Moreover, to lower costs, some trade-offs in level of statistical analysis should 
be considered. There was recognition that for most IA purposes a lower cost study can 
still provide valuable information, without the necessity of high levels of statistically 
significant output (which can usually only be attained by high-cost, large sample size 
surveys).  
 
One participant suggested that a confidence level of 80% could be considered sufficient 
for most purposes (versus the more common 95% and 99% levels). This would seem 
most adequate where IAs are to be used as management tools. 
 
CONSENSUS POINT:  In the absence of baseline data, use retrospective techniques. 
However, the choice of such a lower-cost approach should also recognize that there is a 
valid and important role for some precise data (interval data). 
 
 
COST EFFECTIVENESS AND USEFULNESS OF IMPACT ASSESSMENTS 
 
Lowering costs of IAs has been an expressed goal of the Working Group since its 
inception. Yet, “what are the limits of lowering the costs of IAs without seriously 
reducing their credibility?” Posed by the moderator, the question drew several insightful 
responses.  
 
Incorporating plans for an IA as early as possible into the design and implementation of a 
microfinance program is seen as an effective way to prepare for lower-cost studies. In this 
way, consideration can also be given to different ways to take advantage of data-
collection opportunities during the implementation process, including surveying entrants 
to the program.  
 
Earlier implementation of IA studies has the potential to lower the cost of both design and 
sampling procedures. Further, they could permit the establishment of a clear baseline if 
done at inception. Baseline data should be collected early and carefully and guidelines for 
this data collection should be set. This would permit the generation of “more timely, thus 
more useful” data for MFI management. 
 
CONSENSUS POINT:  Incorporate plans for impact assessments into the program design 
and implementation process as early as possible. 
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Meeting participants recognized that lower-cost studies are attractive because they are 
quicker to execute, thus providing answers faster. However, “can we get more with less, 
...if we use innovative techniques?” one participant asked. By reducing the hypotheses 
(and thus the variables) to a smaller set, tailoring the IA to the needs of the sponsor, and 
scaling down expectations of the statistical analysis the answer would appear to be “yes.” 
 
The choice exists for obtaining data on the direction, pattern, or degree of change for 
specific variables. However, we should recognize that precise measurement is difficult, 
and at best we can obtain estimates of the degree of change (interval data). For some 
hypotheses and variables, direction of change should suffice.  
 
At the same time, if a variable can be measured more precisely, it should be. Meeting 
participants recognized that greater specificity on certain variables will always be 
desirable. Moreover, the accuracy of estimates varies by variable, and some variables are 
more relevant than others. It was noted that over time, movement from direction to more 
specific change measures can be accomplished as the results of IAs emerge and tools are 
developed and fine-tuned. 
 
CONSENSUS POINT:  Measure direction of change versus exact change where 
appropriate.   
 
Several participants noted that there is still a place for more rigorous and more costly 
studies. Only with a larger study will it be possible to compare the cost-effectiveness of 
microfinance and other anti-poverty programs. Moreover, much could be learned if such a 
complex study were conducted in parallel with lower-cost studies to identify proxy 
indicators of complex phenomena and directions of change so that these could be used in 
smaller studies.  
 
It was pointed out that BRAC conducts two types of in-house IAs: rapid evaluations 
based on management needs, and more in-depth examination of client-level impacts. 
These are in addition to the high-end IAs. It was also pointed out that ideally, the level of 
study should be matched to the needs of the donors and practitioners using the 
information.  
 
In recommending lower-cost alternatives such as cross-sectional or retrospective 
techniques, the time period covered by the impact assessment needs to be carefully 
considered. Naturally, an IA is only relevant after sufficient time has passed for the 
impacts to be manifested. In addition, for a middle-range IA it is desirable to wait until 
some degree of program stability has been attained, and program adjustments are made. 
Yet, low-cost, rapid assessments that generate impact data might be very valuable at an 
early stage to help fine-tune a program. 
 
CONSENSUS POINT:  Careful consideration needs to be given to the time period 
covered by an impact assessment. 
 
As noted earlier, participants supported the role of impact assessments informing program 
management. Sebstad (1998) notes seven ways “that impact information can be useful for 
improving institutional performance.” These seven goals served as the basis for some 
discussion: 
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Linking Impact Assessment and Institutional Performance 
 
The funding of impact assessments can help microenterprise programs 
1. to define their strategic objectives; 
2. to design and deliver appropriate products that respond to client requirements; 
3. to retain clients (reduce turnover); 
4. to expand outreach; 
5. to improve portfolio quality; 
6. to mobilize funds; and 
7. to establish credibility. 
 
Rapid evaluations were noted as being especially useful to the “improving” function of 
IAs. Specific examples of using IAs to evaluate savings policy, study drop-outs, and 
explore the profitability of different microenterprises were mentioned by one participant 
as having the potential to expeditiously provide information useful for improving 
provider services.  
 
In addition, several participants noted that IAs have paid too little attention to the possible 
negative impacts of programs. High interest rates, increased demands on time, and actual 
control of the credit were among the costs mentioned.   
 
Participants shared information on costs of previous lower-cost IAs. The range extended 
from $10,000 to $65,000. A figure of $100 per questionnaire for a three-country IA was 
also cited.  However, the distinction needs to be drawn between financial costs of 
different stages of an IA:  planning, design, implementation, analysis, and dissemination. 
As we seek to lower costs it will be necessary to provide these breakdowns. One 
participant pointed out that information dissemination can be costly, but is necessary if 
we want to share lessons-learned as well as establish guidelines for lower-cost studies. 
 
Controversy surrounded a suggestion that IAs should be limited to only the larger MFIs 
which had demonstrated sustainability or were clearly moving in that direction. Several 
participants noted that some of the most successful MFIs today started small. Yet, size 
and sustainability of institutions also relates to the ability to pay for an IA; who should 
bear this cost, and what are the resource limits on conducting IAs within implementing 
organizations? 
 
The institutional cost of an impact assessment also has implications in terms of the human 
capacity of the MFI. Practitioner-led assessments, as undertaken in Honduras, call for the 
use of in-house staff.  
 
Use of loan officers and managers to conduct IAs must be weighed in terms of the drain 
on staff time, the opportunity cost in terms of business not attended to and the benefits of 
improved program management.  
 
While participants recognized that external consultants can play an important role in 
practitioner-led assessments, the question remains: what should be the role of external 
advisors? 
 
The question of cost sharing between MFIs and donors for IAs remains an issue. Clearly, 
the larger the organization, the easier it is to absorb this cost. Moreover, if the IA serves 
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an “improving” role and clients will benefit from improved services, is not the IA a part 
of doing business and ultimately should not these costs be passed on to the clients in a 
sustainable MFI? 
 
CONSENSUS POINT: Build local capacity in conducting impact assessments, both 
internal and external to the microfinance institution. 
 
TOWARD GUIDELINES 
 
• “What are the key elements that should be incorporated into guidelines for impact 

assessments?” 
• “What do we know about valid indicators of impacts?”  
 
These questions led off the discussion intended to move towards establishing guidelines 
for middle-range IAs. The discussion paper provided an overview, which participants 
continually referred to as a clear statement of guidelines that often needed no further 
elaboration. Numerous participants lauded the work and called for it to be used as a 
document which encompasses guidelines, best practices and substantial evidence from 
previous studies. 
 
CONSENSUS POINT:  The discussion paper should be used as guidance and a 
preliminary manual for middle-range IAs.  All IAs must be tailored to specific contextual 
circumstances; this is accepted as a basic premise guiding the development of guidelines 
for lower-cost impact assessment for microenterprise. The value of tailoring IAs to 
specific country and program conditions is well recognized.  
 
While some participants, strongly influenced by the convenience of existing microfinance 
performance guidelines, expressed an interest in a standardized baseline, this was rejected 
as inappropriate. 
 
There was support for developing broad guidelines which emphasize “best practices” and 
maximize the use of comparable studies, both within and between IAs.  Building a 
consensus among participants on a range of issues was the first step towards the 
development of general guidelines which would be appropriate for middle-range impact 
studies of microenterprise programs.  
 
We must emphasize that these guidelines are not to be interpreted as imposed or rigid, but 
rather used as an aid in the planning, design, and implementation of impact assessments.  
 
With the opportunity to discuss the trade-offs and options for doing credible impact 
assessments while meeting our goals and objectives in a financially reasonable manner, 
participants in the virtual meeting agreed that the mystique surrounding the methodology 
of microenterprise impact assessment has become less daunting.  
 
There is general agreement that credible studies can be executed expeditiously and 
frugally. The broad guidelines and issues discussed during the meeting serve as a solid 
basis for prescribing methodologies that will yield useful lower-cost impact assessments. 
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CONCLUSION 
 
Some may feel these guidelines are too general. However, coming to agreement on such 
general issues is an important first step forward before delving into finer points of the 
specifics of lower-cost impact assessments. The very fact that there is strong consensus 
on the general issues makes this next step of refinement more attainable.  
 
It is clear from the above report that qualified agreement - with clarifications and 
refinements stated - was achieved in the virtual meeting on a wide variety of less-general, 
but related, issues which must be considered as we seek to arrive at a middle-range 
approach to impact assessment. 
 
Consideration was also given to what should be the next steps for the CGAP Impact 
Methodologies Working Group. The discussion paper was judged to be more than simply 
a basis for discussion in this virtual meeting. It is a document that prescribes “best 
practices” for middle-range microenterprise impact assessment studies.  
 
This, together with the tentative guidelines, suggests that it would be timely to test the 
guidelines and then to convene another virtual meeting a year from now. That meeting 
would provide an opportunity to compare data and findings and the impacts of different 
MFIs. The results of applying the guidelines would also be reviewed with the intent of 
refining them. A final step for the Working Group would be the preparation of a 
handbook/manual on the use of the guidelines. This would also bring closure to the 
agenda of the Working Group. 
 
In looking forward, certain issues were recommended for more attention by CGAP and/or 
the members of its Working Groups. Some pertain to the implementation of credible 
impact assessments. They include the following: 
 
• train local technical staff on evaluation methodologies and issues for capacity 

building; 
• build a common set of variables and hypotheses that have demonstrated validity in 

IAs; 
• refine measures through testing proxy indicators of variables that are meaningful, but 

difficult to measure; and 
• construct a “model” questionnaire for collecting baseline data. 
 
Other recommendations point to future areas of inquiry for this field. Here, much of the 
focus was on the relevance of an impact assessment for institutional performance. In 
addition, there were proposals to move impact assessment out of the marginal and 
operationally separate “accountability box” into “new” areas such as 
 
• examining the linkage between institutional performance of MFIs and the impact of 

microfinance programs; 
• analyzing the relationship between impact and different types of MFIs and different 

products; and 
• investing in one major in-depth study of cutting-edge issues: minimalist versus 

integrated credit and the plight of the ultra-poor. 
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A recently developed set of mid-range impact evaluation tools developed by the SEEP 
(Small Enterprise Education and Promotion) Network is now available.   
 
Learning from Clients: Assessment Tools for Microfinance Practitioners is a manual on 
evaluation.  Its core is a set of five assessment tools that practitioners can use to gather 
information about their programs -  information that is useful for impact assessment and 
market research. 
 
Accompanying  the  tools are step-by-step instructions for using them, starting with initial 
preparations  and  ending  with  data  analysis.   The  manual  was developed by the SEEP 
Network as part of the PVO (private voluntary organization) and NGO (nongovernmental 
organization)  component  of  the  larger  AIMS (Assessing the Impact of Microenterprise 
Services)  project  funded  by  USAID.  It  was  developed by and for practitioners and, as 
such,  responds  to  the particular needs and challenges they face in determining how their 
programs and services are affecting clients. 
 
This   manual   offers   several   critical   advances  in  the  practice  of  mid-range  impact 
assessment:  
 
• Detailed guidance  - written by and for practitioners -  for planning and implementing 

impact assessments and for analyzing all data generated; 
 
• A coherent set of quantitative and qualitative tools that address the most common 

hypotheses that undergird microfinance programs; 
 
• Clear explanations of indicators and measures used, along with supplementary 

discussions of additional sets of potential interest to individual users; and 
 
• Methods  that  provide  information on impact and client satisfaction and that result in 

specific feedback for program improvement. 
 

 
Further information on Learning from Clients: Assessment Tools for Microfinance 
Practitioners is available from: impacttools@msi-inc.com. 
 
 
 
 
 
 
 

 
Feedback, and further insights invited: 
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