Proceedings of the Second National Seminar on Microfinance in India – Issues and Challenges held at BIRD on 21 & 22 February 2011

Background Note to the Second National Seminar
The phenomenal growth of Indian microfinance sector and its potential for further expansion attracts everyone in terms of product deepening, diversification and expansion of geographical spread.  

The Self Help Group-Bank Linkage Programme (SBLP), pioneered by NABARD in 1992, has emerged as the largest and the fastest growing community based microfinance programme in the world resulting in credit-linkage of more than 4.85 million SHGs as on 31 March 2010.  The Microfinance Institutions (MFIs) too have emerged as strong players in supplementing the role of formal financial institutions in providing microfinance services to the poor. However, despite various policy interventions aimed at upscaling the efforts to bring in the excluded families, particularly the weak and vulnerable members of society including those who live on the fringe of forests, tribals, etc., within its fold, financial exclusion continues to deprive millions of people living below a sustainable level of income. The comparatively disadvantageous groups like various tribal communities struggling to have assured means  for livelihood need to be approached in an entirely different manner than what is generally designed for people living  in other parts of the country. 

There is also a need to debate on the sustainability of SHG-Bank Linkage Programme itself which has completed about 20 years of its existence in various forms in the country and now regarded as the world’s largest community based programme. The issue needs to be viewed from the angle whether an SHG member in the rural area has really gained the competence and confidence of providing a physical collateral security for his/her credit needs from the formal banking system so that the way ahead of SBLP could be ‘SHG to No-SHG’.

Further, on account of unemployment and under-employment in various rural parts of the country, sizeable rural population migrates to semi urban and urban areas of the country in search of employment. One of the problems relating to migrant workers is the lack of opportunity to husband their daily small savings at their places of work and remittance of their saved money to their native place at low/affordable cost.  If the issue of remittance is tackled in a manner suitable to migrant workers and their family members (recipients), it will definitely create a dent on the poverty of the migrant workers’ families.  Further, if the migrant workers are SHG members, their families can pay the thrift/ repay the loan installment without any default and thus can continue their effective membership in the SHGs of their villages.

Of late, the experiments like Joint Liability Groups, producers groups, etc., have led to the increased application of microfinance approaches in meeting the credit needs of the agricultural sector. However, much has to be done in bringing the small farmers, marginal farmers, tenant farmers, share croppers and oral lessees into the microfinance movement so as to provide opportunities for them to sustain their farming operations leading to increased income for their families.

The microfinance sector across the globe, over the past few years, has shown tremendous growth in terms of its efficiency and outreach which was made possible due to various experiments done by diverse stakeholders in different parts of the world. However, in spite of best efforts of the Rural Financial Institutions (RFIs) and the MFI sector, the magnitude of financial exclusion is truly staggering. Further, one of the key challenges facing the policy makers today is how to make the growth process more inclusive. In this background, it is felt that results of various successful models/ experiments need to be widely disseminated amongst all the stakeholders in order to provide suitable options, particularly to those practitioners who are concentrating in regions where microfinance has not yet penetrated.

 These challenges call for a need on the part of all the stakeholders in the microfinance sector to come together and share their experiences on the issues identified for the seminar. They may adopt and implement innovative approaches after learning from experiences and innovations made by other experts in various fields of microfinance. In this background, the Centre for Microfinance Research (CMR) organised the Second National Seminar on ‘Microfinance in India – Issues and Challenges’ providing a common platform to a wide spectrum of policy makers, academicians and experts from microfinance sector for interactive deliberations and discussions on the following four themes:

· Agriculture and Microfinance
· Tribal Economy and Microfinance

· SHG Bank Linkage Programme – Looking Ahead – The Roadmap

· Migrant Workers : Tackling issues relating to remittances

The Seminar was held at BIRD, Lucknow on 21-22 February 2011.  The Programme schedule of the seminar is given in Annexure I.
The List of Participants is given in Annexure II.

The proceedings of the seminar is given in the following pages.
Proceedings of the Second National Seminar on Microfinance in India – Issues and Challenges held at BIRD on 21 & 22 February 2011

Section I  

Day 1: 21 February 2011

Inaugural Session

The inaugural session started with the introduction of guests on the dais. The session was presided over by Shri Amaresh Kumar, Executive Director, NABARD. Professor B.B. Bhattacharya, Former Vice Chancellor of Jawaharlal Nehru University, New Delhi was the Chief Guest. 
Shri S K Chatterjee, Director welcomed the guests and delegates to the seminar. Giving a brief background of establishment of the Centre for Microfinance Research in BIRD and its four sub centres, he mentioned that 28 research projects have so far been sanctioned, out of which 9 projects have been completed and the findings have been disseminated by the CMR. Stating the context of the seminar, Shri Chatterjee said that a large section of the population was still outside the formal financial system. He listed the demand side and supply side constraints in achieving the avowed objectives of financial inclusion. 

Shri Chatterjee mentioned that the loan outstanding as on 31 Mar 2010 under the SHG Bank Linkage Programme of NABARD was to the tune of Rs.28038 crore. He said that both the SHG Bank Linkage Programme of NABARD and the micro finance programme of MFIs had achieved considerable success in the southern part of the country. However, there was noticeable regional imbalance and the penetration of microfinance intervention in other parts of the country was much below the desired level. In this context, he felt that innovations like opening of women branches, evening branches etc. in rural areas would be of much help in achieving financial inclusion. He explained that for developing a healthy microfinance market, there are certain pre-conditions, viz., development of rural infrastructure, availability of potable drinking water, primary health, primary education, a suitable banking architecture for rural areas (specilised banks to take care of farmer, rural artisans), mechanism to impart skill development training to rural youth, etc. He pointed out that while there is food security at national and state levels, the same cannot be held as true for individual household level. He also highlighted that the forest dwellers and many inhabitants at remote centres are facing the problems of illegal mining/ quarrying activities in and around the forest areas which have led to deforestation and degradation of forest land in different part of country. Therefore, the issue of livelihood of forest dwellers, etc, need special attention. He also mentioned that implementation of recommendations of Malegam Committee Report may facilitate orderly development of microfinance sector. 

Shri Amaresh Kumar, Executive Director, NABARD in his presidential address said that seminars provide forum to agitate, debate and differ. Recalling the deliberations of the first seminar, he was optimistic that the issues thrown up by this seminar would be internalized by the policy makers, especially NABARD for policy prescriptions.

He expressed concern that although widening of microfinance was taking place, desired level of deepening was not happening. Non-availability of secured remittance facilities at affordable cost was an important issue requiring attention of the policy makers. Micro credit must migrate to microfinance and accelerate the pace of financial inclusion.

He said that the microfinance practitioners must attempt to identify livelihood opportunities which can be made available to the excluded section of the population. Although the MNREG Scheme has been able to address the issue of migration of people from rural areas to urban centres to some extent, other sustainable employment opportunities should be made available locally to tackle the problem of migration more effectively.

Shri Amaresh Kumar further mentioned that there were several models of microfinance like bank-led, MFI-led, Government-led, International Agencies-led etc. but there was a need for the rich people to donate generously so that there can be a corporate philanthropy-led model. He also stated that more than 1.5 lakh outlets of Indian Postal Services can be used effectively to reach out to the people in the context of financial inclusion. All the players in the market like credit cooperatives, Government Financial Institutions etc. had important roles in this endeavour.

He added that technology can be leveraged to facilitate faster financial inclusion. Financial institutions must join hands with the technology solution providers, mobile companies, etc. and make effective use of technology for financial inclusion.   

Prof. B.B. Bhattacharya in his key note address appreciated BIRD for organizing a series of seminar on microfinance.  He appreciated the quality of papers being presented in the Seminar. He emphasized the need for Microfinance and desired that norms for microfinance should be different from those for normal financing.  He observed that finance has become foremost in an era of increased marketisation and globalisation. In India even with partial deregulation of credit, banks are focusing more on profitability as against the importance given to priority sector lending till late 80s. This has resulted in banks sidelining smaller finances. Higher interest rates are charged on agricultural loans. At one point of time, interest rates on agricultural loans were higher than loans for cars and housing. Even now in some large Public Sector Banks interest rates for housing loans are lower than that for priority sector loans. He emphasized that it is in this context the microfinance is to be treated differently from broader spectrum of finances. While subsidies for agriculture is increasing, actual investment in agriculture by the government is not increasing. Further, with better investment opportunities available elsewhere, agricultural investment is drying up resulting in near stagnation of growth which is presently just at par with population growth rate. Corporates and foreign investors are also not interested in investing in agriculture due to small size of per capita finance. This again emphasizes the need for microfinance. The gap between urban and rural economic growth is too wide which makes investing in urban areas more favourable. Hence investment needs to be redirected to rural areas from the point of view of equity, growth and food security. The question is how do you direct the reluctant investors with profit motive which includes the banks and even now the governments as an aftermath of the Fiscal Responsibility and Budget Management Act. It is not possible to go back to the 70s’ and 80s’ kind of directed credit. If there are too much subsidies, leakages will be there. Sustainable market rates of interest need to be charged, and then there will be no misuse of funds. He cited the example of Grameen model where market rates were charged ruthlessly. However, default rate of Grameen was less than one percent. On the other hand default rate of Indian banks which charge lower rates of interest is much higher. This shows that rate of interest is not necessarily linked to rate of default. Farmers are not affected by rate of interest but by uncertainty of their produce. This needs effective crop insurance with judicious premium which is to be borne mainly by the beneficiary. We do not have effective crop insurance system now.  The Insurance linked microfinance can be a success. Citing a World Bank Study, Prof. Bhattacharya said that there is no unique model for microfinance. Each country has its own model relating to its institutional setup. Grameen model did not succeed in West Bengal but Panchayati Raj System succeeded which however failed in Bangladesh. In India rural cooperatives have failed but the urban credit and thrift societies have succeeded. This is because, in rural cooperatives, due to interest rate differential (due to subsidies) there is misuse of credit. In urban credit and thrift societies, there is assurance for repayment of money lent and there is a penalty clause. Every member knows they must repay and there is group pressure to repay. Implicit lesson from the failure of rural cooperatives is that welfare and credit has to be mixed judiciously. Policy instruments have to be clear about whether it is a welfare instrument or productivity linked instrument. Instruments for welfare measures need not promote productivity and growth. Most microfinance instruments in India are guided more by emotions than by hard realities. Only those schemes guided by hard realities succeed. Microfinance is successful in South India and Gujarat (Amul & SEWA). However it has failed in East and Central India where poverty is higher and it is these parts which require microfinance the most. The success of microfinance in Gujarat and South could be linked to good governance which is key determinant in any financial system. Defaulters simply cannot get away. When loan contracts break, faith will be lost and lender will not lend.  This results in lesser credit, which in turn leads to lesser investment, lesser employment, lesser income, more poverty and more need for credit. This is the vicious cycle of lending and borrowing. He cited the example of South Korea and Japan which used large scale microfinance for rural credit in their early days of development but the borrowers ruthlessly pursued for repayments. In India there is a culture of loan waiver. People look up to government for rescue. East Asia never rescued borrowers this way. There are better ways to help poor. By waivers, the chain of rural credit is broken which affects rest of the rural people. If investments for upliftment of poor needs to be sustained, the chain of lending and repaying must not be broken. The loan waivers have negative impact on microfinance. Bankers and other lenders will always think on how much to lend and how much will come back. Prof. Bhattacharya further said that for microfinance to be viable, there should be assurance for the lender that his capital will come back. He suggested a linkage between the rate of interest and credit amount to opportunity cost of capital. Gap, if any, should be funded through transparent budgeted subsidy from government. And most importantly, there should be no waivers. Finally insurance should not be fully funded by government. Beneficiaries should also judiciously share the cost.  He again cited the example of Grameen Model of Bangladesh where poor women were provided with small loans which were market linked. The same experiment in Tanzania failed as the institutions involved in these counties were different. Microfinance is necessary but it cannot be devoid of principles of finance. Poor in Bangladesh do not protest against interest rates. Another aspect of Bangladesh model is linking up social indicators like education and health with loan. As a result, social development index in Bangladesh is much better than that of India when compared with at least one segment of a minority community. For such a microfinance, a special institutional setup is required. Entrust the programme to market or to SHGs with good market strategy. State must be transparent with open budget. Initially state will support without waivers. Later on institutions like NABARD and banks may take over.

He ended his address wishing the seminar all success.

Release of Journal 

The second seminar issue (Vol. II, No. 2) of ‘The microFINANCE REVIEW’, a half-yearly journal brought out by the Centre for Microfinance Research, BIRD comprising the papers to be presented by the authors during the seminar was released by Prof. B.B. Bhattacharya.

Shri R K Das, Joint Director, BIRD proposed the vote of thanks for the inaugural session. 
Section  II

Technical Session – I 

Theme - Microfinance for Agriculture

The session was chaired by Shri J.N.L. Srivastava (IAS Retd), Former Agriculture Secretary of Govt. of India and currently Managing Trustee, IFFCO Foundation and Member of Governing Council of BIRD. The eminent panelists for the session were Shri Serjius Minj, IAS, Addl. Chief Secretary, Govt. of Chhattisgarh, Dr. Amarendra Sahoo, Regional Director, RBI, Lucknow, Shri A. K. Bansal, Executive Director, Indian Overseas Bank and Shri A. K. Singh, Chief General Manager, State Bank of India, Lucknow.

Opening remarks

The chairman of the session, Shri J.N.L. Srivastava highlighted the importance of agriculture sector in the Indian economy. He mentioned that the contribution of agricultural GDP to Indian economy is around 15 percent but still more than 50 percent of the population is dependent on agriculture for its livelihood. Agriculture which comprises crops, forestry, livestock, horticulture, floriculture etc. is witnessing deceleration in capital formation particularly in public investment. This is one of the important factors for slow growth of agriculture sector in the country. Now the question is how to address the issue and what way we can go forward. In country like India where 90 percent of the farmers are small and marginal farmers and more than 20 percent are landless agricultural labourers dependent on agriculture, the obvious question is what kind of investment and assets creation is required and how to address the gender issues in the sector. In this context, the opening session of the seminar, devoted to “Microfinance for Agriculture,” attempted to shed some light on the issues.

Paper 1
Title – Microfinance for Agriculture: The way forward through JLGs by Shri P. Satish, (CGM, NABARD, Maharashtra)

Objectives: To understand the role of Joint Liability Groups in facilitation of increasing outreach for agricultural microfinance

Major findings: In his presentation, setting the background for the study, Shri P. Satish pointed out that despite the great hopes associated with the strong growth of the microfinance sector; the supply of microfinance for agricultural activities is still marginal and poorly adapted. There is consensus among academicians also that agriculture is inadequately funded and that the supply of credit does not meet the needs of farmers. In India, though microfinance expanded at a fast pace, it was unable to cater to the needs of agriculture. To overcome this, NABARD has brought forward the concept of Joint Liability Groups (JLGs). In this context, Shri Satish argued for expanding microfinance services for agriculture through the JLG route. He highlighted the experiences of two southern states namely, Andhra Pradesh and Kerala, where JLGs have served as collateral substitutes for small and marginal farmers, oral lessees, tenant farmers and share croppers thereby facilitating the increased outreach for agricultural microfinance. He further argued that the concept has now reached a stage where it has to be up scaled and mainstreamed in an effective manner. In this context, the task now is to adopt the JLG concept to reach the farmers who are outside the banking fold. JLG financing should be implemented in a mission mode nation-wide with NABARD's guidance, where efforts are to be focused on continuous capacity development and awareness raising directed at all stakeholders.

Paper 2
Title – Innovations in Agricultural Microfinance – study of JLG financing by banks by Shri Ramakrishna Regulagedda (Senior Programme Specialist, GIZ – NABARD)

Objectives: To study recent innovations in agricultural microfinance i.e. JLG model of financing by formal banking system in India.
Major findings: In his presentation, Shri Ramakrishna argued that in spite of proactive policy, lack of access to formal financial services for a majority of the rural population remains a major concern. In this context, he mentioned that as per the Rural Finance Access Survey (RFAS, 2003), 87 percent of marginal farmers and 69 percent of small farmers have no loan account with formal financial institutions. The recent innovations like SHGs and KCC in rural finance also have not reached the above client groups. Shri Ramakrishna further pointed out that against this background, NABARD had piloted a JLG approach during 2004-2005 based on the model of Bank for Agriculture and Agricultural Cooperatives (BAAC), Thailand experience, in seven states of the country through ten RRBs and one PCARDB. The present study is  an attempt to understand the issues involved in integration of the JLG approach into banks’ mainstream portfolio and document the best practices. The best practices observed in financing JLGs as documented by him includes: close cooperation with JLG facilitating institutions and in-depth focus in the group formation stage, as well as clarity in the concept and its operational guidelines adapted by each bank, the realization of synergies among all stakeholders, particularly the coordination between state promoted activities and the banking sector, without interfering into each other’s responsibilities. The author further argued that continuity in training and other capacity development measures proved to be essential and need improvement. JLG as a credit delivery innovation, needs to be recognized in its very nature as the joint liability mechanism which acts as an effective collateral substitute. Consequently, this mechanism will achieve acceptance among bankers as a low cost delivery model.

Panel/participants’ comments

In response to these two presentations, the distinguished panelist Dr. Amarendra Sahoo, in his remark mentioned that it has been empirically established that a large majority of farmers do not have viable land holdings.  Therefore, they are not worthy of bank financing. He argued that it is the responsibility of the government to finance such unviable sectors and banks can also contribute to some extent as part of their corporate social responsibility. He further suggested going for agriculture diversification in order to increase the farm profitability. The experience in implementing the SHG-bank linkage programme pioneered by NABARD makes it clear that it is increasingly becoming consumption credit rather than investment credit. Shri Sahoo was a bit skeptical about the efficacy of the JLG model in addressing these issues. In this context, he suggested in taking a look at the root cause of the problems in the agriculture sector, plight of farmers and then develop suitable economic models for financing the sector. Shri Sahoo also advocated for bringing about conceptual clarity between SHG and JLG mode of financing. 

Shri A.K. Singh in his remarks said that the real challenge is to make agriculture scalable and sustainable and whether the existing models address these concerns. He further highlighted two issues. The first issue raised, on the basis of empirical evidences in JLG mode of financing, was to find whether it is group lending or individual mode of lending and which works better. The second was related to operational issues such as group guarantee and how the JLG model proposes to address such issues.

Shri Serjius Minj in his remarks raised the issue related to declining share of agriculture in overall GDP. He pointed out that some scholars have argued, decline in share of agriculture in overall economy may not hamper the overall economic growth but the question remains that how one can expect the other sectors of the economy to grow when agriculture sector is under distress. He further pointed out the various issues pertaining to agriculture sector. He mentioned that agriculture sector suffers a lot due to lack of inputs. For instance, even at present, we have seed replacement rate of only 4 to 5 percent, there is lack of adequate infrastructure for soil testing, overuse of fertilizers and so on. Shri Minj pointed out that when we see the statistics, Government of India doesn’t have sufficient funds to address these issues. He further suggested that any financing in agricultural projects should be in the form of a composite loan covering both agriculture and allied activities and not on a piecemeal basis.

Shri A K Bansal in his remarks raised the issue of transparency in the MF sector: whether through the SHG Bank Linkage model or the MFI model. There was greater transparency in financing through the SHG-Bank Linkage model and higher creation of assets. Shri Bansal also raised the issue of multiple financing under the JLG model by drawing attention to the fact that the quantum of finance given for crops in Punjab is more than the total acreage multiplied by the scale of finance. Further, financing on the basis of declaration of farmers was leading to diversion of funds into the real estate sector. He stressed on the need for making the schemes localized and need based for  effective implementation. Shri Bansal pointed out that the BC/BF model is very important and could be considered as a theme in the next conference.

The remark by panelists was followed by floor discussion. During the discussion, Dr. S.L. Shetty from EPW Research Foundation raised the question whether we can replicate the successful model for micro financing throughout the country? He further raised the questions related to bank’s profit and investment in agriculture. He also raised the issue related to microfinance portfolio in agriculture in the light of seasonality in farmers’ income. A representative from Corporation Bank raised the issue regarding lack of marketing facility by NABARD for JLGs. He further pointed out whether JLGs is the only remedy for micro financing?  Dr. Manab Sen raised the issue regarding conceptual clarity on livelihood. He suggested to make credit available as per the demand and can be used for various purposes. Shri Sen also mentioned that 3-4 year old JLGs were not being financed by Banks. Shri B. L. Mishra from Chandragupt Institute of Management Patna (CIMP) cited the example of Samastipur Gramin Bank, where bank accounts were opened tagged with “No Frill” account for financial inclusion under the scheme related to “Swatch Ganga”. In this context, he also stated some bad practices prevailing among JLGs of brick kiln workers. Shri Charan Singh, Chairman, Aryavart Gramin Bank was of the view that only providing finance to JLGs would not work and a credit plus approach was essential. In this context, he felt that there was a need to create an agency at the National level which could co-ordinate with different departments.

Paper 3
Title – Microfinance and Agriculture: Issues and Concerns, by Dr. Surjit Singh (Director, Institute of Development Studies, Jaipur)

Objectives: Role of microfinance for promoting agriculture sector – review of country specific experiences
Major findings: He indicated that lack of interest of financial institutions for agriculture financing is due to remoteness of the areas, illiteracy of the agricultural population and high climatic risk involved in the sector. Nonetheless, the service providers who are mainly urban based are having inadequate knowledge of rural financing and also the agriculture sector is different from other sectors of economy in a number of ways. He drew up on selected Asian experience citing Chinese model, experiences from Philippines and tried to identify the role micro-finance can play in enhancing credit flow to agriculture. He concluded that microfinance has a key role to play in promoting agriculture, particularly, in reducing post-harvest losses, providing extension services to agriculture, ensuring timely input supply to agriculture, etc. The presentation ended with some suggestions such as organization of the agricultural sector, professionalism at all levels of the various actors, a supply of diversified and well-adapted financial services, access to non-financial services that promote agricultural development, MFI access to medium- and long-term refinancing at affordable rates, diversification of regions and types of activities financed, keeping in mind the primary objective of financing rural and agricultural sectors. Dr. Singh further argued for initiatives that could bring together diverse stakeholders, active partnerships with farmer organisations and strong public policies. He further stated that most notably, rethinking about synergies and coordination among various stakeholders, proper MFI governance and Strategic alliances are required. 

Paper 4
Title – Microcredit for Agriculture: Issues and Concerns in Financing through Joint Liability Groups by Shri Gopakumaran Nair G. (DDM, Pathanamthitta, NABARD, Kerala Regional Office)

Objectives: To understand issues and concerns in implementation of various models of JLGs and its credit linkages.
Major findings: The author is of the opinion that access to rural finance for the marginalized section of our country is not yet satisfactory. The paper is oriented towards the issues and concerns observed while implementing two models of JLG linkage in Kerala (in Pathanamthitta and Alappuzha districts). In Model- A, finance was available to individuals, thus credit absorption capacity was individual based in the JLG, whereas in Model-B, finance was made available to JLGs as a group or as one borrowing unit. To him Model-A is found to be less effective as it is hard for the banks to form and nurture JLGs. Hence large-scale implementation of JLG may be adopted through Model-B with the help of a facilitator.  The author observed some prominent push and pull factors associated with JLG based lending and found that the JLG based lending could supplement SHG - bank linkage rather than supplanting it. He further argues that the JLG system is helpful in increasing capital formation, promoting income generation activities among the rural poor, enhancing repayment of loan (especially by women groups) and increased activity specialized groups. This study also offers some important pointers, which need to be addressed for better success of the programme. The author concludes that the concept of JLG is complementary to SHG bank linkage programme as it provides higher loans to the needy members in the group.

Panel/participants’ comments

Presentation made by Shri Gopakumaran Nair was followed by floor discussions. Among the participants, one participant from Delhi University asked for clarifications regarding the working of peer pressure and its impact involving loan delinquency in men and women JLGs. Dr. S. L. Shetty from EPW Research Foundation strongly advocated the role of state in SHG and JLG movement on the lines of recommendations of Radhakrishna committee for livelihood financing. Shri Shetty’s suggestion was followed by query raised by Dr. Abhijit Sharma from IIBM, Guwahati that in view of structural risk in agriculture how could JLGs be sustainable and that too in the absence of any safety net mechanism. Shri S C Wadhwa raised the queries whether the JLG model for agriculture was replicable, how the banks would serve the JLGs if they are not able to serve the SHGs? How does one expect the convergence of credit plus activity for agriculture through JLG models? Dr. S.L. Kumbhare, CGM, NABARD gave the example of success of the JLGs in Orissa where there are about 50,000 JLGs till date, out of which 10,000 had been formed in the last nine months. He reiterated that NABARD had given a new concept and it was for Banks and State Governments to take it and refine it further wherever felt necessary. It was a win-win situation and as regards funding requirements, NABARD was providing grant assistance @ Rs 2000/- per JLG for hand-holding. Dr. Rajendra Dixit, SBIRD drew the attention of the house towards the dormancy rate in JLGs at 23% which needed immediate attention.  Ms. K.C. Thenmozhi, Joint Registrar/Special Officer, Vellore DCCB Ltd., Tamil Nadu mentioned JLG financing is quite successful through cooperatives especially in Vellore and it has been helping in the drive towards financial inclusion of the unreached such as marginal farmers, tenant farmers and share-croppers also.  In this connection, she invited the practitioners to have an exposure visit to the good works on JLG financing done by the Vellore DCCB, Tamil Nadu.  She was pertinent to mention that the good role played by the cooperatives in Tamil Nadu in JLG financing is worthy of appreciation.   
Dr. Surjit Singh in his reply to queries mentioned that one model fitting to all situations is not going to work in Indian context, because the situations are different and requirements are changing. He gave the example of the weather insurance scheme where the results were different throughout the country. Dr. Singh further mentioned that state has to play a crucial role. For example, during the time of Green Revolution, a combined package was given to the farmers in terms of credit, inputs and so on and that was the main reason for its success. Experiences drawn from Indian Green Revolution have also proved that technology is size neutral. In this context, he argued for strong state intervention in whichever way possible - either through the fiscal system or through other modes.

Shri Gopakumaran Nair in his reply mentioned that regarding repayment the figure shows that repayment rate is 70 per cent in respect of women borrowers as compared to repayment rate of 32 per cent in respect of male borrowers. Regarding the defunct rate, he mentioned that it hinged on the quality of training provided to the groups and it was high in groups promoted by banks compared to those promoted by NGOs. 

While concluding the technical session, Shri J.N.L. Srivastava congratulated the presenters for  their excellent  presentations and  for highlighting the important issues.  In his  concluding remark, he raised a  fundamental issue, i.e. what is  microfinance? He mentioned that microfinance is defined by RBI indirectly. Here the questions are:   which microfinance are we talking  about? Is this the same as defined by RBI.  Who are the stakeholders?  All these  issues came out very  evidently in the  presentations. There are different types of stakeholders who need microfinance. But microfinance alone can’t help. What we need is credit plus activities in terms of technology, inputs, and markets and so on. Therefore, credit alone cannot help in eradicating poverty. Along with this, we also need to analyze the capacity of borrowers and the resources available to them. Regarding the different types of models whether it is JLGs, SHG or any other kind of model, he mentioned that, in all types of models available for micro-financing, group concept is very important. Unless the groups work efficiently and in a disciplined manner, none of the models will succeed. Since agriculture still remains a gamble with the monsoon, what is needed, is risk mitigation measures. However, agri-insurance can never be a self-financing activity and there is a need for the Government to provide necessary assistance. With these observations, Shri Srivastava concluded the first technical session of the seminar.   

Address by Shri Serjius Minj
In his address to the forum, Shri Minj dwelt at length on background of tribal society, i.e. their custom, ethos, culture, traditions and so on. While defining the tribal community Shri Minj mentioned that even during the British period, the basic criteria to identify the tribal society was based on isolation, typical culture and their dialect or in other words, those who were not in the mainstream of socio-economic life. Subsequently, in Indian constitution, these groups were enlisted as Scheduled Tribes. Shri Minj based on his personal experience further mentioned that the tribal people were very much afraid of outside people and at the same time outsiders were also having certain myths regarding tribal community. But the situation has changed now in terms of socio-economic life of tribal community and also the perception of outsiders towards tribal community. Since independence, a lot of changes have taken place in education, health and even employment status of tribal community. In this context, he mentioned that when we talk about microfinance for tribal community, we have to consider the above mentioned characteristics of tribal community. He stressed on the fact that tribal people have better repayment ethics and also better managing capacity of funds compared to other social groups. In this context, for better outreach of microfinance for these communities, he suggested to focus on capacity building measures, regular contact with the tribal people, continuation of any programme or demonstration for more than three years in the particular area and avoiding unnecessary formalities while bringing them into banking system.

Presentation of findings of research reports of CMR
Shri S Krishnan, Asst. General Manager, CMR, then made a presentation on the findings of research reports of CMR. The forum was informed that after the first National Seminar held in July 2009, CMR had finalized nine research reports through its Main/Sub Centres as below:
· 1. Microfinance outreach : comparing banks and MFIs
· 2. Study on SHG Federations - challenges  and opportunities
· 3. Micro insurance in India: outreach and efficacy
· 4. Microfinance for housing in India
· 5. Equity investment in Indian MFIs : a guide for practitioners
· 6. Access to finance in Andhra Pradesh
· 7. Cost structure and other complexities in scaling up of operations of  
         small MFIs in Bihar
· 8. Scope for promoting micro-enterprises activities through SHGs in           Bihar and Uttar Pradesh 
· 9. Rural households and cash flows
The reports have been uploaded in the website of BIRD, < www. birdindia.org.in >, for information of the stakeholders.
The detailed text of the presentation is given in Annexure III.

Presentation on Malegam Committee recommendations

In the special slot on the Presentation of the ‘Report of the Sub Committee of Central Board of Directors of Reserve Bank of India to Study Issues and Concerns in the MFI Sector’ (Malegam Committee Report), Dr R K Panda, SRO, CMR, BIRD presented the observations of CMR on the Committee’s recommendations. Following his presentation, discussions took place and the delegates expressed their views on the Committee’s recommendations. Shri S.C. Wadhwa, former Chief General Manager, NABARD had given a set of observations on this. The views of CMR, BIRD and Seminar Discussions are given in Annexure IV.
Section III
Day 2: 22 February 2011

Technical Session- II

Theme: SHG Bank Linkage Programme – Looking Ahead – The Road map

The session was chaired by Shri Y.C. Nanda, Former Chairman, NABARD & presently Chairman, Agricultural Finance Corporation Ltd.   The eminent panelists for the session were Dr. S L Kumbhare, CGM, MCID, HO, NABARD; Dr Manab Sen, Ex-Chairman, Tripura GB; and Dr. R L Shetty, Adviser, EPWRF.
Paper-1: 
Title: SHG-Bank Linkage Mechanism - Exploring Facts & Roadmap by Ms. Neeta Tapan, School of Studies in Economics, Vikram Univ., Ujjain, MP.  (In the absence of the author, the paper was presented by Dr. R.K. Panda, SRO, CMR, BIRD).
Objectives: To study the performance of SGSY Programme towards Bank Linkage at the micro level and identifying the road ahead.

Major Findings: The study was conducted in Ujjain district of Madhya Pradesh covering six blocks and 150 SHGs functioning under SGSY. The total sample size was 300 respondents, i.e. one office bearer and one non-office bearer from each SHG.

Even after completion of 5 years, 37% of SHGs were yet to be linked with banks. Similarly, the proportionate share of SHGs not linked with banks after four years and three years were 57 % and 48% respectively. Among the SHGs which were credit-linked, the average amount of loan disbursed to them was Rs.7179/-.  Around 30 % of the SHG members were able to get loans more than Rs.30000/-. Again, 94 % of the respondents taking loan from bank had utilized it for income generating activities and the rest used it for consumption purposes. As far as repayment of loan is concerned, only 48% of the respondents who had taken loan from bank reported to be regular in repayment. 
The SHGs which were linked with banks maintained a revolving fund. It was observed that as many as 44% of the recipient groups distributed the revolving fund among its members. SHG loans were mainly utilised for income generating activities. Only 3.2% of the group borrowers had taken loan to clear off the old debts. The study revealed that about 7.7% of the sample members approached sahukars to fulfil their credit needs. But over a period of time, the dependence of SHG member on informal sources has come down. Quite a large number of the SHGs were not found functionally efficient. The reasons being that the government agencies with a view to achieve their target, formed the groups.  Other SHPIs also, mainly NGOs, pursued similar pattern and hardly followed any step for strengthening the groups. Under SGSY scheme, bank loan was given to the BPL SHGs only. But under target driven SHG promotion programme, BPL status was not always referred. Thus, majority of SHGs failed to get bank loan. Once the members perceived that bank loan was not possible, the SHGs tended to either disintegrate or became dormant.

The presentation concluded with some suggestions like the dormant groups required bank linkage which was not achieved even after years. Repeat loans needed to be considered for the better performing SHGs. If banks were not coming forward, those SHGs needed to be linked with MFIs with the involvement of SHPIs. Provision of training among dormant SHGs was felt critical for their activation.

Panel / Participants’ comments

Dr. Kumbhare, CGM, MCID, NABARD said that the SBLP has completed 19 years as NABARD started this programme in 1992 and now we were in the 20th year of this programme. The paper discussed the problems of SBLP like non-availability of revolving fund, inadequate linkage of groups to the banks. The average loan per group or per member was very small. Around 48 % of SHGs were repaying the loans to the Banks and rest 52 percent were defaulters.

If all these above problems were analysed in the context of the 6-R concept (i.e. Regular meeting, Regular saving, Regular internal lending, Repeat loan, Repayment and Rotation of group leadership) based on which the SHG movement was started, then it was clear that the 6-R concept got lost during the process.

When the SBLP programme was started, it was expected that there would be internal lending, regular meeting and repayment would also be regular. But as the study indicated, it was not happening at the ground level.  

Dr. Kumbhare also said that the paper was one sided in the sense it only talked  about the sample SHGs of six blocks and that too covering SHGs only under the SGSY, which accounts for 25% of the total SHGs in India, rest 75% being non-SGSY. In this regard, he hinted the author to include the non-SGSY-SHGs also for the same study. He suggested, if there is a census for different category of SHGs based on their performance and if they were graded in A/B/C category, interventions could be made for the B & C grade of SHGs so as to upgrade them to Grade-A and then ensure credit linking with banks so that they might be sustained in the long run. This needs huge mobilization of hands which could be attempted through the Individual Rural Volunteers (IRVs) concept.

Dr. Shetty said that SGSY has been studied at great length by Radhakrishna Committee which recommended redesigning the SGSY in form of National Rural Livelihood Mission (NRLM) for helping the rural poor. He stressed that resolving the poverty was a very complex problem and poverty has to be addressed in a holistic manner. A number of other government supported programmes should be implemented systematically as enshrined in the Millennium Development Goals, i.e. development of health & education should be taken care properly.
The role of education was very crucial, especially for girl children to be educated. If Commercial Banks, RRBs and Co-operatives do not come forward to extend loan to different classes of the society and also to the agriculture sector, then SHG movement will not be effective in eradicating poverty.
 Paper-2: 
Title: Implementation of the SGSY Scheme: Need for a New Orientation to Administration by Smt. R. Jaya, IAS, Director, Deptt. of Border Management, Ministry of Home Affairs,  Govt. of India, New Delhi.

Objectives: To discuss the issues involved in the implementation of the SGSY scheme based mainly on the experiences of the author during her tenure as Additional Collector and Project Officer, DRDA at Tiruvallur district of Tamil Nadu. Her paper is divided into three broad sections viz. (i) a description of the SHG process with special focus on the SGSY scheme, (ii) analysis of the issues concerning the SHG approach of the SGSY scheme and finally, (iii) the delineation of the need for a new orientation for implementation of the scheme.   

Major Findings: It was argued by the author that the self-help group approach to self-employment under the prevalent circumstances was not viable, principally because these groups were formed as savings and lending groups and not as entrepreneurial groups. Further, the lacuna in capacity-building, credit linkages and the problems of inclusion and exclusion, etc., were discussed in depth to point out crucial issues in the implementation of the scheme. She focused on issues of inclusion and exclusion covering mixed income groups, saving capacities of member artisan and employed women not being a part of the group.

Again she focused on issues in capacity building, institutionalized versus individualized training, skill versus entrepreneurial training, training of groups versus that of administrators, bankers and group promoters, issues in sanction and utilization of Revolving Fund (RF), utilized for economic activity etc. She also discussed about the concept of entrepreneurship which was characterized by risk taking ability, salesmanship, innovation, creation and exploitation of needs and opportunities, resourcefulness and nurturing environment. Group entrepreneurship is possible when common interests and common goals sustain an enterprise for a considerable duration. She also mentioned about group entrepreneurship in the context of heterogeneity of women and risk. She used mainly two ways to address the anomalies, first the cluster approach and second the federation approach. This was followed by a discussion for the way forward, encompassing decentralization, better capacity building measure including continuous learning, better monitoring and use of the ICT, provision of trained and dedicated teams for each area/activity/sector. Finally, the author suggested that the poverty alleviation through self-employment must give way to poverty alleviation through employment generation, through any means, including wage labour, outsourcing etc. She desired delineation of a new orientation to administration by which some of the problems associated with this approach might be addressed. Therefore, there was a need to adopt this orientation on a wide scale to make the scheme truly effective.

Panel / Participants’ comments

Dr. Manab Sen agreed with the doubt raised by the author as to whether SHG approach was a way to poverty alleviation and self-employment. Self-employment was a very complex issue. Dr. Sen said that it needed a lot of linkages and a lot of support services externally. It was necessary to see whether poverty and self-employment could be an objective of any programme.
Exclusion in SBLP, which is basically a BPL oriented programme, must be addressed properly. He expressed concern on the failure of the SHGs to graduate to become enterprises despite the support of revolving funds which helped the SHGs to run. By rotating the revolving fund, the SHGs can grow in the long run. Therefore, revolving fund was a very crucial concept under the SGSY programme.

Then he touched upon the federation concept which was a recent one. As the number of SHGs has gone upto about 70 lakh (as on 31.3.10) nurturing and capacity building of these groups will not be an easy task. The federations need to be strengthened to take care of this issue. Federations are based on affinity and not on economic variables. Everywhere, the group members were not economically homogeneous. If without affecting the affinity, the group became stronger and matured, then different needs of the members could be linked with another organization like a producer co-operative, services co-operative etc. He also added that for meeting the common needs, federation was necessary but not essentially for financing the groups. Lastly, he suggested that federation should include all types of SHGs, not only the BPL type of SHGs. Again social mobilization was important and it should come voluntarily from the community side.

Paper-3: 
Title: Impact of Self-Help Credit Programme on Livelihood Diversification and Women Empowerment: Evidence from Jammu & Kashmir by Shri Falendra K. Sudan, University of Jammu. (In the absence of the author,  this paper was presented by Shri A.K. Tripathi, SRO, CMR, BIRD).
Objectives: (i) To analyze the process of livelihood diversification and women empowerment through self help micro credit programme. (ii) To evaluate the impact of SHG credit programme under Integrated Watershed Development Programme (IWDP), Hills-II, Jammu & Kashmir, (iii) To find out the difficulties in operationalizing Income Generating Activities through self help credit groups and (iv) To suggest policy recommendations to make self help credit programmes for livelihood diversification and women empowerment, a success.

Major findings: Women's role improved significantly in enterprise and household decision making and in their access to assets and their control over self earnings among client than non-client group. Self Help credit-based activities facilitated to take decision for their personal needs, availing treatment and recreational facilities independently. It was felt that there is a need to critically examine issues to enhance women empowerment irrespective of their duration of participation in the programme, types of economic activities and marital status. Also there is need to build capacity of Self-Help credit groups’ organizational, technical and management skills of Income Generating Activities (IGAs), training for grass root organizations formation and structure of Self-Help credit groups, their roles and responsibilities, account-keeping and financial management. Again technical training on a range of activities is necessary to build institutions to make economic activities sustainable. Monitoring and review of progress to identify scope for skill enhancement in relation to specific groups and make necessary modifications in content and methodologies of the training is important. Training extension agents projecting various aspects of enterprises, such as institutional, technical, financial, participatory, social development etc. are also desirable. Roping the NGOs with sufficient experience in participatory issues, IGAs and proficiency in development communication for training task is necessary. There is also a need to overcome prevalent dependency syndrome and inculcate a sense of local ownership and self-reliance. Sustainability of interventions call for local institutional development (formation of Self-Help credit groups and training), reciprocal contributions by beneficiaries (in cash, kind or labour), encouraging formation and use of village-level funds to sustain assets created and to enable villagers to generate income.
There is a need for creation of more sustainable Self-Help credit groups motivated to create revolving funds and accounts for sustainable development and future management of economic activities after the end of project. They should be encouraged to formulate their own rules and regulations for loaning and dictated how funds will be used, otherwise it may destroy their sense of local ownership. Exposure visits and training programmes also be organized at regular intervals to give targeted groups opportunities to learn and express themselves so as to improve their self-confidence. Where confidence is increased, leadership will emerge. Need for federating of Self-Help credit groups at watershed level is also crucial. Women leaders in federated bodies gain prestige and recognition and also pave their path to elected office in local government and thus empowering them more.

Federated bodies be linked further, reaching up to district and above levels presenting opportunities for women to engage in decision-making at higher levels. There is a need to transform Self-Help credit programme into a genuine livelihood diversification and gender strategy for women’s empowerment. Such a 'gender policy for empowerment’ would make Self-Help credit more empowering for more women. A genuine empowerment strategy must be defined by women themselves, and not imposed by external agencies. In brief, empowerment is a long-term process, not an ‘one-off end-product’ which calls for mainstreaming empowerment, challenging gender inequality at different levels and a rethinking of current ‘best practices’.

Panel / Participants’ comments

Dr. Shetty argued that within the society there is a substantial amount of government efforts to improve the levels of living but two key objectives have to be followed, i.e. livelihood diversification and women empowerment. He talked about key development programmes like watershed development for improvement of agriculture and opined that the benefits of the watershed development programmes reaching SHGs is important. Though there are SHGs to take benefits of watershed facility, they have not come out very extensively. Although the paper mentions about the role of banking, it has not come out on that point extensively. However, he said that the results of the paper are very much significant in the sense of diversification taking place in the rural economy. He suggested that the author may attempt a cross sectional analysis for different categories of women like married women, married and divorced women, widows and single women, to see the effective results. On the other hand, the paper has come out with a series of suggestions to improve the empowerment which gives an impression that many of them have not been translated in the study region.

Section IV

Technical Session III

Theme: Tribal Economy and Microfinance

The session was chaired by Shri Falguni Rajkumar, IAS (Retd.), Ex-Secretary, North Eastern Council, Govt. of India. Eminent Panelists for the session were,  Shri S C Wadhwa, Ex-CGM, NABARD,  Shri P K Sahoo, Chairman, Centre for Youth & Social Development (CYSD), Bhubaneswar and Shri Manoj Sharma, CEO, MicroSave.

Shri Falguni Rajkumar in his opening remarks said that the word ‘tribal’ is misunderstood.  It is a socio-anthropological categorization of people living differently. The tribals would like to see themselves as people living with different life style only.  There is a tendency to implement hugely successful schemes running in other parts of the country for the tribals, especially in North East Regions without understanding psychology, traditional systems and social structure of the people.  Concept of SHGs and JLGs is inherent in tribal societies since they are cohesive and have some form of social security system in place which is not found in other communities.  Part of the success of schemes for tribals can be achieved involving the communities in the formulation and implementation and not by imposing un-workable solutions.  

Paper-1: 
Title: “Tribal transformation through microfinance: An in-depth impact study of an NGO sponsored microfinance programme in Kerala by Dr. C Krishnan and Ms. Silvi T.S.
Objectives 

· To examine the potential of microfinance in changing the socio-economic conditions of tribal folks.

· To understand the role of microfinance in diversifying livelihood strategies of tribal communities.

· To analyse the impact of microfinance on tribal migration, and to look at the effect of microfinance on household expenditure pattern.
Findings

The study was carried out in Wayanad district of Kerala, which has the highest concentration of tribal folks in the State. Several NGOs and government agencies have been offering microfinance services for the tribal folks in the district for quite a long time. Only one NGO called 'Shreyas' was selected for the present study. It is the largest NGO in the district in terms of membership and number of programmes. For identifying the sample elements for the comprehensive survey, a multi-stage stratified random sampling technique was adopted. Data collection was made in the year 2010, from the month of January to March. The analysis was done engaging the standard statistical methods. 
The study found that the impact of microfinance on the income, saving, employment and migration is hopeful. Similarly, the expenditure pattern reveals higher level of expenditure by the target group over the control group. However, in the case of expenditure on the consumption of alcohol, both the groups do not vary much. On the issue of indebtedness, both the groups do not show significant difference and both the groups rely extensively on informal agencies like traders and neighbours for their immediate requirements. These informal agents indulge in unethical practices like credit labour and credit-output linkage in the provision of loan. Microfinance also acts as a catalyst in the livelihood diversification among the tribal folks. In the matter of economic empowerment, reduction of poverty and social empowerment, the beneficiary households claim positive changes. Given the same socio-economic fabric among the target and control groups under study, the positive impact of microfinance on the target group is a real testimony of the magical effect of microfinance. If efforts are strengthened in tune with the revelations of the study, one can expect that microfinance can be a potent tool in the march towards tribal development.

Paper-2: 
Title: “Tribals in the Formal Financial Landscape: Review of Issues in Provision and Access in the context of Gujarat” by Dr. Tara S Nair (presented by Shri T K Sarangi, SRO, CMR in the absence of the author)
Objectives

· With the available secondary material, to assess the overall situation with respect to flow of credit to the weaker sections of population, including the tribal population with special emphasis on the State of Gujarat.

· To discuss the available information on access to credit by the tribal households.

· Finally, to examine the status and potential of microfinance, the innovative financial services credit delivery model promoted since the late 1990s by NABARD in the specific context of Gujarat.
Findings

The paper found that sheer mobilisation of SHGs could not automatically ensure their sustainable development and positive contribution to poverty reduction and livelihood security. Majority of the SHGs were found to lack knowledge of the basic concepts and methods of working in groups. These groups score very low in group constitution, self reliance, external linkage, social and community action. All such enquiries clearly underlined the need for focused efforts to balance the quality and quantity of SHGs. Lack of vision among promoter agencies, especially banks and government agencies, regarding the long term goals of SHGs has led to a situation where groups are seen as sheer instruments or conduits to channelize state patronage. Such thinking is more predominant while working with weaker sections including tribals.

Paper-3: 
Title: “Socio Economic status of Plain Area Tribes of Andhra Pradesh and their access to Microfinance” by Shri E V Murray and Shri B B Wadavi (Shri E V Muray, GM, NABARD, Andhra Pradesh RO presented the paper)

Objectives of the Paper

· To examine the outreach of microfinance among the plain area tribes and the enabling social-economic-political factors required to make microfinance work for tribals. 

· To learn about the tribal settlements in the plain area districts of Andhra Pradesh commissioned by the Tribal Welfare Department, Govt. of Andhra Pradesh. 

· To suggest approaches for development of tribals in plain areas. 

Findings/Suggestions

· The gap in development indicators between the mainstream population and tribals needs to be bridged before it becomes a social problem. The physical, social and economic infrastructure would help improve the human development indicators of the community and help in their integration into mainstream financial systems.
·  Microfinance could be used as a tool to bring together tribal communities and empower them to fight for their due in the development process.
· Community based organisations (CBFIs) such as SHGs and SHG Federations would provide a voice to the tribal community and empower them to exercise control over their resources.
· Microfinance to serve its mandate of empowerment and poverty reduction, has to be bundled with business development services such as financial literacy, skill building, advisory services, building of marketing capabilities etc. 
· The structure of community based institution requires investment in the capacity building of the community to ensure sustainability. As the existing financial institutions have not been able to meet the diverse needs of tribals, there is a need for promoting CBFIs which focus on specific communities.
· National Scheduled Tribes Finance Development Corporation (NSTFDC) has not been able to effectively meet the financial needs of tribals due to ineffective and inefficient delivery mechanism and reliance on the formal financial institutions which do not have a favourable disposition towards lending to the poor. NSTFDC could be converted from a subsidy-oriented and loan enabling agency into a CBFI along with infusion of private equity and professional management.
· Tribal development programmes to be effective have to be managed by the community itself. Educated tribal youth could be trained and inducted into the programme delivery system. 
· The SHGs of tribals and their federations could be used as delivery channel for tribal welfare and development programmes, which would reduce cost of delivery and leakages. 
Panel/Participants Comments

Referring to the presentations made, Shri S. C. Wadhwa remarked that diversification in economic activity should generally mean livelihood out of an asset created and not merely wage employment.  To be meaningful, studies should focus on the basic foundation of the delivery systems, be it SHG or JLG.  When the study points to some weaknesses in a programme, it should also give some solutions.  Instead of suggesting new institutions for tribal development, the focus should be on changing the way the existing institutions can function.  When it is said that investment credit is not the top priority among tribals, he suggested to explore the possibilities of using microfinance for such livelihood activities of tribals which may require long term capital. 
Shri Manoj Sharma remarked that in North East, there are several indigenous institutions like Namdars, Singlups, Marups, etc.  SHG movement should supplement these indigenous institutions. The mainstream SHGs and JLGs may not be the end solutions.  There may be better locally available traditional institutions which may be more useful to the local community.

Shri Sahoo in his remarks cited his experiences in working in the tribal areas of Orissa.  He said that tribals are homogeneous, low in default, bankable and non-manipulative.  However, their weaknesses are low literacy (financial or otherwise), difficult terrain, small communities, low productivity, depleting forests, etc.  He said that resource allocation for tribal development by governments are inadequate and needs improvement.  

Shri S K Chatterjee, Director, BIRD remarked that the studies had not brought out the issues relating to the synergies that could have been realized by marrying the concept of SHGs with the ‘Joint Forest Management’ (JFM) scheme which is prevalent in many 
states. The tribals have good representation in the JFM committees and their involvement in other economic activities could have been strengthened by this synergy.  
Shri Falguni Rajkumar in his concluding remarks said that the banking in one or the other traditional form is existing in different parts of the country, particularly in north east region.  Banks have to work with these traditional systems to provide finance without disturbing the social structure.  Attempts should be made to bring out the best in these systems, enrich them, empower and legalize them.  Attempts should also be made to introduce new concepts of management and technology to these traditional systems.  Research needs to be focussed on this issue.  SBI-tiny in Mizoram as BCs are working well.  There is a highly successful programme called North Eastern Region Community Resource Management Programme in Meghalaya, Manipur and Assam.  CMR should study this programme and its success. 

Section V

Technical Session IV

Theme: Migrant Workers: Tackling Issues Relating to Remittances

The session was chaired by Dr. N.K. Thingalaya, Former CMD, Syndicate Bank.  Eminent panelists of the session were, Shri Shankar Aggarwal, IAS, Addl. Secretary, DIT, Ministry of Communications and Technology, GOI,  Shri Bazil Sheikh, Regional Director, RBI, Kanpur , Shri Niraj Kumar Gupta, CGM, FID, HO, NABARD and Shri P.K. Saha, CGM, SIDBI Foundation for Micro Credit.

Paper I:

Title: Migrant Remittances needs in India (a brief of the NABARD-GIZ Scoping Study) by Ms. Anne Koshy & Ms. Therese Zak. The paper was presented by Ms. Therese Zak, GIZ.

Objectives:

To study an overview of challenges for migrants to transfer money frequently to their families and assess sending options for small value remittances, to examine the existing money transfer systems and also identifying the challenges faced by migrants excluded from formal financial services.

Findings:

The study indicated that there were up to 100 million circular migrant workers in the country. Most of the migrants were from Rajasthan, Uttar Pradesh, Orissa and Maharashtra. Four main areas viz. 1. Migrant workers, 2. Migrant families, 3. Formal financial institutions and 4. Informal financial institutions have been analysed by the study team.
Migrants often were observed to work in the informal sector characterised by low productivity, with a little prospect for sustainable improvement in their economic conditions. The migrants found themselves in one of the three employment types: wage labour (80% mostly on construction sites), contract employment (10% mostly watchmen or in petty jobs) or self employment (10% skilled workers and artisans).

Marginal farmers and agricultural labourers encompassing both husband and wife, migrated for additional income during sugarcane season in Maharashtra state. Migrants relied on a network composed of friends, relatives and employers instead of a contractor or other intermediary in Andhra Pradesh.

 The extent of exclusion was substantial in remote and poor areas of India and 73% had no access to formal sources of credit at all. More than 70% of migrants had bank accounts in any one of the public sector banks. But migrants from Rajasthan, Orissa and Uttar Pradesh were remitting 55%, 20% and 70% of their money respectively through friends and relatives.  Friends and relatives were perceived to be the safest and the most cost efficient remittance channels, because trust among peer groups was high.

 In Mumbai, migrant workers sent money through banks and couriers. Migrant workers gave first priority to security of the cash. 45 % of migrants from Rajasthan, 80 % of migrants from Orissa and 13 to 26 % of the migrants from Uttar Pradesh were using bank accounts to transfer money. 80% of the migrants welcomed the banking correspondent model for enabling remittance.

Migrants suffered from other forms of social exclusion at their destination points, as well as lack of acceptance in the banking environment. Low income families faced great difficulties in opening a bank account. Working migrants in particular, often failed to produce the necessary documents at their destination and were unable to prove their identity.

Panel / Participants’ comments

Dr. N.K. Thingalaya remarked that migration was rampant and many people from other states were working as labourers in his home town Mangalore. Hotel workers were from West Bengal, security guards from Assam and saloon boys from Bihar. We never cared to ask them how actually they were sending money to their home. This is a very big problem to-day.  It is essential to discuss and come out with some solutions.

Shri Shankar Aggarwal expressed his views that even today after so many years of independence, 65% of the rural households did not have any kind of bank accounts. Because of this, they were unable to avail even small amount of credit. 

The young boys and girls, those who lived in rural areas and small towns, might be poor in terms of resources, but they were not poor in terms of intellect and hard work. The only problem was that they were not given any opportunity. It has not been possible to provide good quality education to each and every village. By 2020, India will have a population of 450 million, in the age group of 1 to 19, and this group will play a very important role. India is the only country in the world which has got this kind of human resource advantage. It is necessary to impart good quality education to 450 million people.

Rural youth might be poor but intellectually and technologically they are rich. Bankers are not willing to go to villages.  With the help of BC, banking can be taken to each and every rural household. With the help of technology, the cost of transaction may have to be brought down to 10 paise per transaction.
Every sixth village should have a bank and each and every village should have broadband connectivity. BC model was implemented in 500 villages of Madhya Pradesh with certain amount of success. The problem of opening of bank accounts might not be solved other than by issue of national identity card. Unless Banks are willing to provide adequate institutional finance, it may not be possible to take them out of poverty.

Paper II:

Title: Migrant Remittances and Financial Inclusion – A study of Rickshaw Pullers in Delhi by Mani Arul Nandhi.

Objectives:

To study specifically the behaviour of rickshaw pullers in terms of the choices for remittance used, the reasons thereof with respect to their modes used and the constraints faced; it also explores the level of awareness about transfer mechanisms available for remittances.

Findings:

This paper was based on primary data collected from four districts in Delhi; covered 176 sample rickshaw pullers, who were randomly selected. It was found that 97% of the respondents were migrants and the rest were residents. 95% of the sample respondents were engaged in rickshaw pulling as full time occupation and 5% were part time rickshaw pullers. Among the rickshaw pullers, 32% were homeless and they stayed on public spaces.

In terms of earnings of rickshaw pullers, on an average gross earning for a day was Rs.179 and average net earning was Rs.91 as reported by 90% of the respondents. In terms of remittance behaviour, 34 % of the rickshaw pullers remitted every month; 22% sent money to home as and when needed; 10% sent every three months; another 10% sent money when they had surplus money. The study also found that the absence of formal remittance services resulted in ‘financial exclusion’ of vast majority of the urban poor rickshaw pullers, who were forced to depend on informal mechanisms. It was very clear that informal channels of remittance were predominantly used in comparison to formal channels by the rickshaw pullers. The main favourable channel of informal system of remittance was ‘courier or courierwala’ and they felt that this method was very safe, timely and offered door step service at both collection and remittance points.

This study also indicated that the awareness on formal remittances like bank draft and electronic money transfers were very low among the rickshaw pullers. However, the awareness about transfer through post office was fairly high and accounted for 47% of the remittances.
This paper revealed that the major challenges for migrant rickshaw pullers were small value and high volume cash transactions, non-availability of flexible and doorstep provision of banking services, lack of valid proof of local identity due to their mobile habitat, their inability to comply with ‘Know Your Customers’ norms which required valid proof of local identity and place of residence in Delhi and lack of awareness about benefits of a bank account. On the aspects of identification of the migrant rickshaw pullers, it was imperative that the policy on KYC norms should be relaxed especially with migrants who would be greatly benefited to open bank accounts for savings and remittance facilities.

Panel / Participants’ comments

Shri Bazil Sheikh mentioned that informal cost was mentioned, but it was not properly quantified in a substantial way. Some study was done by College of Agricultural Banking (CAB) on this and informal and formal costs were worked out to around 6% to 6.5%. These would be totally changed once Post Offices adopt core banking system. With about 1.5 lakh Post Offices and nearly 30,000 Bank branches interface in the process, it will change the whole game. Remittance is a big issue but in the next one year, remittance could be made across the country within three hours at a cost of Rs.5/.Cooperatives may also go for the BC model, after RBI’s approval. 
Shri P.K. Saha said that this study was very informative. In fact, internationally, a lot of studies had been done on remittance. But in India as Chairman of the Panel said, it is a new subject. It is true that we do not have much literature on remittance, its problems, and the present situation. These studies are also an eye opener for us. These papers mostly discussed about quantum of remittance, quantity required and what kinds of problems were faced. But he expected some solutions also in this area. He also pointed out that some studies could be done by CMR-BIRD on what is the role of Microfinance Institutions (MFIs) in BC model and also in low-cost remittance and what are the problems they faced.

Paper III:

Title: Rural Migrant Workers: Remittance Options and Issues by Dr. Gyanendra Mani, Faculty Member, BIRD.

Objectives:

To study the profile of migrant workers and understand the behavioural pattern of remittance being adopted by these migrant workers to their native place. Also, to suggest workable solutions for delivering the remittances swiftly, reliably and cheaply to relatively remote destinations, i.e. native places of these migrant workers.

Findings:

This study found out that majority of the migrant workers belonged to the most disadvantageous groups of the society both socially and economically and had come from comparatively more backward regions of the state/ country. These migrant workers were engaged in various activities like construction, electric fittings, plumbing, maintenance of colony, etc. Among the migrant workers, only 13.4 % (13 workers) of total sample were having saving bank account in their names. The study also found that the ‘hand carrying’ was the most popular method of remittance (61.2% of the total money). According to them, this was the safest mode of remittance. Sending money through friends/relatives and post offices were the second and third option of remittance. 

The migrant workers still found it difficult to do business with banks primarily on account of hesitation on their part to interact with bank officials, difficulty in producing identity proof and address proof, poor response from the bankers, etc. Most of the migrant workers (63%) were not aware about facility of opening no-frill accounts.

Migrant workers opined that sending money through post office was the costliest mode of remittance as they charge Rs.5/- per Rs.100 remitted. Different banks were having different service charges on money transfers and Rs.20 being the minimum amount of commission per transaction. Through friends, they generally paid a minimum of Rs.50 and a maximum of Rs.200 per remittance for amounts ranging from Rs.500 to Rs.25000. 

The study was concluded with a suggestion to facilitate every household to have one Saving Bank account with any bank having CBS or have an arrangement with a bank with CBS facility. 

Secondly, as an alternative model and an intermediate step, all the telecom companies are convinced to facilitate remittance through mobile banking where the mobile with the migrant workers are charged with any amount and transferred to the mobile of the recipient. Any amount of the money could be withdrawn or encashed out of the balance available at any counter of the telecom company by the recipient, especially opened for this purpose at a nominal service charge. 

Panel / Participants’ comments

Shri Niraj Kumar Gupta, CGM, FID, NABARD stated that SBI was the only bank which provided these facilities by levying some charges. Bank channel was used by 59% of the Mumbai corridor but the other two studies showed that bank channel was not used by migrant workers and it was negligible. He pointed out to Dr. Gyanendra Mani, to work out, why 15 % of people having bank account were not using banking facilities. If there was any problem, then our assumption of opening more bank branches across the country may not lead to better remittance facility. This aspect is also required to be seen. Remittance is a very big issue. It required two types of solutions. First, bank account is a must. Secondly, technology is to be leveraged to provide low cost remittance.  As far as NABARD is concerned, whether it is NGOs, or bankers, sensitisation programme is being provided through BIRD in the areas of FI. Certificate courses are given by IIBF for BC and BF.  ICT based solutions were given to RRBs and CBs. So far, NABARD has not been able to do it for Cooperatives. As of now, the policy decision is that cooperatives could not be accommodated in BC model. This issue is to be taken up by RBI. Cooperatives may also be involved in BC model. Financial literacy is another big issue. Although supply side issues are taken care by NABARD, unless there is a demand it will be very difficult to provide complete technical literacy. We have to make people to come forward and open account with banks. Recently, Doordarshan has tied up with NABARD to telecast programmes on financial literacy. Twenty four programmes were telecast by Doordarshan mainly in the Hindi heartland of India. Also, NGOs were allowed to go for spreading Financial Literacy in the rural areas particularly as BCs. This was another step taken by NABARD. As told by Shri Aggarwal, technology was a major issue, for weak RRBs, fund was provided under FITF to make them Core Banking solutions compliant.
Shri Shankar Aggarwal said that India is growing at the rate of 9%. India is the second fastest growing economy in the world after China. However, it is apprehended that the growth rate of 9% is neither sustainable nor sufficient. Mere 9% growth rate was not sufficient, since 400 to 500 million people were unbankable. Even after 63 years of independence, one third of the population in India was below poverty line. They were unable to earn even a dollar per day. They were not able to take care of their families, education, medical and health requirements. India has to grow at minimum 11% to take care of the 400-500 million poor people. It is extremely difficult to increase growth from 9% to 11%. Based on the introducer ID, persons might be included in the banking sector by allowing opening of new bank accounts.

Ms. Mani Arul Nandhi expressed that a lot of migrants were not covered in the financial Inclusion. It was not a problem of remittance alone. It was a question of access to financial services of the poor. Number of studies highlighted Post Offices as a good correspondent model.

SBI official indicated that if banks give good service, everybody will come to them.  He suggested that some studies may be conducted for receivers’ side also. RBI had introduced online money transfer system through mobile phones which may be popularised.

Dr. N.K. Thingalaya, Chairman of the panel concluded that problem of remittance was for poor men and not for the rich.  The persons working in gulf countries were sending money to home which reaches very next day. He raised a question that how can we help the poor men to remit their money? During 1966, he made a study on rural customers of the Syndicate bank which found that Coastal Karnataka received a lot of money orders. It was a money order economy. The study suggested that more people should be encouraged to open bank accounts. He made strong comments on interest rate charged by MFIs. In 1956, RBI’s All India Rural Credit Survey report quoted, “Credit supports the farmers like hangman’s rope support the hanged”. Therefore, interest rate is very crucial. Why money lender was being replaced, because they were charging high interest rate. Now money lenders are brought back in different forms in a very sophisticated manner.  Mr. C K Prahlad wrote a book on “Fortune at the Bottom of the Pyramid” on this. The byline of title was “eradicating poverty through profit” but unfortunately what was happening was “eradicating poor people through profit”, by eliminating them. He had asked the Chief Executives of MFIs in one of the conference held in Bangalore whether they can reduce their interest rate? 

Dr. Raja Reddy from APMAS said that it was ethically wrong to charge interest rate of 24%. He wondered how the Malegam committee quoted a cap-rate of 24%. The history of Indian Economy says that Indian farmers are born in debt, live in debt and die in debt. India requires many type of institutions to take care of the rural problems, but it should not be through exploitation. Like Banks, MFIs should be brought under regulation. Poor man’s hard earned money should reach to their kith and kin through safe and secure mode. If the money goes via bank, at least part of the money would be saved in the savings bank accounts. But through Post Office, entire money will be given to the receivers and thus spent by them. It may not increase savings. RBI study points out that credit supports the farmers. Therefore, interest is a crucial factor. Poverty has to be eradicated through inclusion. Rural people can grow well with RRBs and not with MFIs. 

Section VI
Summing Up and Seminar Valediction
The Session was chaired by Shri Y.C. Nanda and panelists were Shri JNL. Srivastava, Shri S.K. Chatterjee and Shri R.K. Das.

Shri Y.C. Nanda, Chairman of the session concluded that SBLP was only an outreach programme and not a poverty alleviation programme. Commercial banks were not showing much interest to go to rural areas and not interested in disbursing small loans to agriculture. He expressed the importance of local banking system. For local people, loan should be given by the local banks. Corporate and big businessmen could easily avail loan from commercial banks while small farmers, marginal farmers and agricultural labourers still find it difficult even getting small loans from banks in time. A lot of discussions were held on interest rate. Rather than the high interest rate, it was timely service and adequate credit which make the difference. Banks still find it very difficult to extend their service to rural areas with low interest rate. 

He complimented  BIRD for organising such a meaningful seminar at the right time. The research findings from various reports of CMR were summed up and presented succinctly by BIRD.  He also concurred that the content of the research reports were very good. It was nice that the reports of CMR were placed in the website of BIRD for the information of stakeholders at any time. 
Shri Nanda suggested that for the next seminar, the papers may be circulated in advance so that more time could be given for floor discussion. He suggested that the recommendations of the seminar will be useful for Govt. of India / RBI/ NABARD for appropriate policy initiatives. 
Shri JNL. Srivastava complimented the quality, the process and the systems which were adopted in the Seminar. A lot of hard work had been done on the ground by BIRD. Many distinguished panelists had participated. The themes were carefully chosen and were highly relevant in the present context. They were presented well in the seminar generating useful and incisive discussions. The whole deliberations were very dynamic. He remarked that indeed ‘BIRD is the jewel in the crown of NABARD’. 
Major Recommendations made during the Seminar 

General Recommendations

1. 
There are several models of microfinance like bank-led, MFI-led, Government-led, International Agencies-led etc in existence, but there is also a need to promote the philanthropy-led model for the promotion of microfinance sector. 

2.
The services of Postal Department can be used effectively to reach out to the people in the context of financial inclusion. 

3. 
In India, there is food security at national and state levels. However, there is need to develop the food security at the individual household level also. 

4.
The forest dwellers and many inhabitants at remote centres who are facing the problems of illegal mining/ quarrying activities in and around the forest areas, need to be provided with alternative livelihood options.

5.
The Government/ RBI may think of introducing crop insurance linked microfinance module for farmers. 

6.
There should not be any loan waiver and the insurance should not be fully funded by government. Beneficiaries should also have the justifiable share in the cost.  

7. 
There is a need to have a special institutional setup for microfinance in the country. 

Theme - Microfinance for Agriculture

8.
JLG financing should be implemented in a mission mode nation-wide with NABARD's guidance, where efforts are to be focused on continuous capacity development and awareness raising directed at all stakeholders. 

9.
An agency at the National level may be promoted which could co-ordinate with and guide to different departments/ agencies for the promotion and nurturing of JLGs.

10.
JLG promoting agencies (other than banks) should concentrate more on formation and nurturing of groups and the banks should develop expertise on assessment of loan requirement of different members of a JLG. 

Theme: SHG Bank Linkage Programme – Looking Ahead – The Road map

11.
In respect of dormant SHGs, the SHPI concerned should develop group specific strategies for their revival and if the banks are not coming forward in providing the credit linkage, steps should be taken to credit link them with Microfinance Institutions.

12.
The concept of 6-R (i.e. Regular meeting, Regular saving, Regular internal lending, Repeat loan, Repayment and Rotation of group leadership) which got lost over a period of time, need to be urgently imbibed in the programme strategies aimed at sustainable SHG movement.

13.
The poverty alleviation through self-employment must give way to poverty alleviation through employment generation, through any means, including enhancing the participation in the wage market. 

14.
The role of government administration and of other stakeholders must be one of facilitation and monitoring. Sustained and gradual capacity-building with focus on specific economic activity as chosen by the group members is needed.

15.
In order to transform self-help credit programme into a genuine livelihood diversification and gender amendment strategy, the recognition of women needs to be widened beyond her identity as a wage earner and consultation with her in limited areas of enterprise and household decision-making.

16.
To maximise the contribution of self-help credit programme to women empowerment, it not only requires equality in access to all credit services but also an adequate and non-discriminatory regulatory framework.

Theme: Tribal Economy and Microfinance

17.
For better outreach of microfinance among tribal communities, it is necessary to have focus on capacity building measures, regular contact with the tribal people, ensuring continuation of various microfinance interventions for atleast three years in the particular area and avoiding unnecessary formalities while bringing them into banking system. 

18.
The MF programme should focus on a sustainable consumption pattern of the tribals besides concentrating on promoting income generation programmes.

19.
There is scope for encouraging micro-enterprises with the active involvement of tribal folks in areas like the processing of minor forest produces, development of tribal medicine and group farming.

20.
The gap in development indicators (physical, social and economic infrastructure) between the mainstream population and tribals needs to be bridged before it becomes an open conflict. 
21. There is a need to develop a synergy between the SHG bank linkage programme and the Joint Forest Management approach.  

22.
Microfinance, to serve its mandate of empowerment and poverty reduction, needs to be bundled with business development services such as financial literacy, skill building, advisory services, building of marketing capabilities, etc. 

23.
As the existing financial institutions have not been able to meet the diverse needs of tribals, there is need for promoting community based financial institutions (CBFIs) which focus on specific communities.

24.
National Scheduled Tribes Finance and Development Corporation (NSTFDC) could be converted from a subsidy-oriented and loan enabling agency into a Community Based Financial Institution (CBFI) along with infusion of private equity and professional management.

25.
The SHGs of tribals and their federations could be used as delivery channel for tribal welfare and development programmes, which would reduce cost of delivery and leakages.

26.
There is need to converge various practices of existing traditional microfinance institutions, particularly in the North East Region, into the formal banking network by introducing the concepts of management and technology to these traditional systems.  

Theme: Migrant Workers: Tackling Issues Relating to Remittances

27.
The government may think of issuing national identity card to the people which may solve the problems of migrant workers of opening bank accounts in the states other than his domicile. 

28.
The policy on KYC norms should be relaxed especially in respect of migrants who would be greatly benefited to open bank accounts for savings and remittance facilities.
29.
The best possible solution for problems relating to remittances would be to facilitate every household to have one Savings Bank account with any bank having CBS or an arrangement with a bank with CBS facility. This will allow the customer to transact/ remit at his convenience and at the lowest cost. 

30. As an alternative, the telecom companies may be convinced to facilitate remittance through mobile banking. The mobile of migrant workers may be charged with any amount and transferred to the mobile of the recipient. The recipient can withdraw or en-cash any amount out of the balance available at any counter, especially opened for this purpose at a nominal service charge. 

Recommended Research Studies
Based on the seminar deliberations, CMR may take up research studies in the following areas:
1.  How the micro credit helps the Tribal community life ?
2.  Adoption of Banking Correspondent (BC) Model by Microfinance Institutions for facilitating remittances in rural areas
3.  Improvements in remittance services required from the receiver’s side
4.  Study of North Eastern Region Community Resource Management Programme, a livelihood programme, run in Meghalaya, Manipur and Assam.  

5. Issues pertaining to introduction of new technology and management concepts in traditional institutions of north eastern states.
Vote of Thanks

Finally, extending Vote of Thanks, Shri A.K. Padhi, Faculty Member, BIRD, thanked the Chief Guest and the Guest of Honour for their thought provoking addresses, the panelists for their appropriate interventions, the paper presenters for their research output and all the delegates for making the seminar, a successful event.
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