
Chapter-S 

The Line Agencies and Community Based Natural Resource 

Management: Programmes and Schemes With Special 

Reference to West Bengal. 

"We have reaped wheat in little water, we no longer would 

go hungry. 

We have taken the help of Panchayats and have 

constructed a canal where wehave cultivated fish 

and grown pulses along the canal, 0 brothers we would no 

!ongf;r hunc;rv 

, u ans rmne .. song 12 SHG oreoart:'cf 

r 1 r\:JnstJacJ, iVA BARD) 

have reared nve goats, culttvated 

vegetables/ 

borrowed from the grouo for that 

angrv savs l<astun, repaymg of toan '" 

'Jecessary, 

Otherwise our group ~vo1 

tJenefit .. 

'::>Uffe1, and none or us would 

(original in Bengali.transrmne, song 13 of SHG prepared 

Lok Kalyan Panshad. NABARD) 

5.1 Introduction 

The new strategy of participatory development through public 

private partnership, initially in the domain of infrastructure 

development later spreading to other domains like health, natural 

resource management especially for its ability to generate effective 

community participation. This chapter highlights the gradual 

introduction of the new model in the field of CBNRM by the 
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government of India and West Bengal. The present chapter is divided 

into seven sections. Section 2 introduces the emerging vision of 

facilitating development through community participation. Section 3 

introduces the emergence and the institutionalization of the SHG 

model as an effective instrument for realizing participatory 

development through a discussion on the different five year plans of 

India. Section 4 discusses the pattern of emerging future institutional 

mechanism for a synergistic management of natural resources in 

India. Section 5 engages in a discussion on the emergence of SHGs , 

their evolution, models and practice. Section 6 deals with the 

evolution of SHGs in West Bengal, models of operation and practice 

Section 7 deals with the approaches of linkage of SHGs with other 

organizations, public or private. existing in West BengaL Section 8 

conciudes the chapter. 

5.2 Envisioning Development through Community 

Participation 

The third angle and in fact the most important partner in the 

whole exercise of natural resource management are the people. An 

analysis of the reasons behind the failure of many developmental 

initiatives taken up by the government, one common agreement is 

the lack of involvement of the community in the whole exercise. The 

value of community participation 1n the successful realization of 

developmental goals was soon realized 1n the programmes meant for 

rural development and uplift of the lives of the rural population. The 

shift in the approach in environmental governance to more and more 

decentralization of authority with an acknowledgment of the two 

realities that there exists a symbiotic relationship between nature 

and people in India, especially the rural people, for their livelihoods 

are intertwined with natural resources and secondly, subordinating 

economic benefits to environmental stability. The National Forest 

Policy of 1988 could be taken as a pointer to this shift in thE: 
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approach. It signaled a shift in the policy, from governance to 

management, and from non participatory to participatory forest 

management. The policy was the first of its kind that created a space 

for community participation and acknowledged user rights. (Lele: 

2011) 

In matters of achievement of public policy goals in India, 

government intervention was mainly of three types- -i)undertaking 

public production ; ii) tax subsidy; and iii) going for regulatory and 

promotional framework. In matters related to NRM, government in 

India initially assumed the role of public producer and undertook the 

management of natural resources in its ovvn fland. Tax subs1dv 

While the state's performance as natural 

resources rrlanaqpr· ha d1smal, its non-performance Is 

unforgivable ;r' ng su1table regulatory and promotional 

frameworks. The absence of what Daniel Bromley( 1998) calls a 'legal 

foundation· the prime barrier to our moving towards a mono 

responsible r\)Rfv1 I iS u~c.reas1nglv accepted now that decentraliseu 

management ;--;vf'r a 0: n:::sources !S cnt1cal for their su inability 

as well as for l:velihoods generation. However, ther-e are several 

views about how. and what extent to decentralise management 

over natural resources. Most of the natural resources apart from 

arable land are owned by the state and managed tJy different 

departments Th12 s been reluctant to transfer access (and 

even less, ownership) rights over these resources to local 

communities, and the departments have not coordinated their 

activities to produce an integrated resources management strategy. 

The dominant pattern over the period has been for government 

agencies to develop 'partnerships' with local communities and 'user 

groups' of a particular resource, such as a forest or waste-grazing 

land. 
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People's participation is not new in India. The scope and 

content might have been different in different contexts but it existed 

of course in diverse forms across different communities/categories 

and regions. For traditional village communities it existed in the form 

of management of common cattles, natural resources like forests, 

river water etc. Again for the religious communities it existed in the 

form of pooling in labour for social and religious functions. In some 

r·egions there was the existence of common kitchen for the entire 

village community. In the context of rural development participation 

has a different connotation Participation is the introduction of a new 

set of people into the decision-making process with regard to 

··esourre diiocatioP or resource distribution. (Richardson 1983.; 

Samuel Paul r 19891 views it as an active process by which 

nefi a r·!ient ~youps influence the direction and execution of a 

development activity with a view, to enhancing their· well- being in 

terms of income, personal growth, self-reliance or other values they 

cherish. (Paul 1989, pp 100-106.) In India, due to the dominant 

nature of the state, people's participation in developmental processes 

was restricted/ restrictive in nature. The recurrent theme in the 

discussions within the activists, academia and the governmental 

committee reports was a realization/recommendation for 

incorporating the people within the developmental discourse as 

active agents. Shift occurred in the nature of development, not just 

in the nature of goals but also in approach. Post Bruntland the 

perspective of development shifted to sustainable development and 

the approach was to facilitate participatory development. The 

Governments in the developing nations had by then realized the 

potentiality of collective involvement of the people within the 

developmental process. It was also understood that self employment 

generation through skill enhancement would facilitate sustainable 

livelihood options for the people whose traditional livelihood options 
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were gradually drying up due to governmental policies as well as 

other non enabling factors. 

The failure of the different employment generation 

programmes as well as the developing consciousness about the 

positive value of community in the implementation of developmental 

programmes especially in the rural areas created a favorable ground 

as well as made it absolutely imperative on the part of the 

government to focus more on group approach rather than individual 

approach to implement programmes. Moreover, decentralization at 

the grassroot level favored group based strategies of development 

whether in the form of employment generation programmes or 

management of naturai resources. PRis and the Community Based 

rgan1zations (CBOs) share a symbiotic relation and if nurtured well 

in the form of ensuring good coordination and weli set out sphere of 

JUrisdiction, conflict min1m1zed, then, it could ensure sustainable, 

participatory and equitable development. SHGs belong to the 

category of CBOs and have emerged in the developing nations. after 

tht-: success of the Grameen Bank experiment 1n Bangladesh, as one 

of the best strategy to ensure participatory development. 

The first organised mitiat1ve in this direction was taken Ill 

c;ujarat in 1954 when the Textile Labour Association (TLA) of 

.Ahmedabacl formed 1ts women's wing to organise the women 

belonging to households of mill workers in order to train them in 

primary skills like sewing, knitting embroidery, typesetting and 

stenography etc. In 1972, it was given a more systematized 

structure when Self Employed Women's Association (SEWA) was 

formed as a Trade Union under the leadership of Ela Bhatt. She 

organised women workers such as hawkers, vendors, home based 

operators like weavers, potters, papad 1 agarbatti makers, manual 

labourers, service providers and small producers like cattle rearers, 

salt workers, gum collectors, cooks and vendors vvith the primary 

240 



Chapter-S 

objective of (a) increasing their income and assets; (b) enhancing 

their food and nutritional standards; and (c) increasing their 

organisational and leadership strength. The overall intention was to 

organise women for full employment. In order to broaden their 

access to market and technical Inputs, these primary associations 

were encouraged to form federations like the Gujarat State Mahila 

SEWA Cooperative Federation, Banaskantha DWCRA, Mahila SEWA 

Association etc. In the 1980s, MYRADA , a Karnataka based non

governmental organisation, promoted several locally formed groups 

to enable the members to secure credit collectively and use it along 

,\1 their· owr; savings fo activities which could provide them 

economically gainful employment. 

rv1a r exoer·iments ir. small qrouo formation at the iocal level 

were Jn1t1ated 1n Tamilnadu and Kerala through the Tamilnadu 

Women in Agriculture Programme (TANWA) 1986, Participatory 

Poverty Reduction Progr·amme of Kerala, (Kudumbashree) 1995 and 

Tamllnadu Women's Development Project (TNWDP) 1989. 

The government acknowledged the potential of self help group 

for the t.w1 n benefit self employment generation and for the 

effective implementation of governmental policies whose obJective 

could range from poverty alleviation to natural resource management 

like forest management, animal husbandry, rain water harvesting, 

etc. The aim was to utilize the potential of the people's traditional 

knowledge and livelihood for the successful realization of policy 

objectives. At the same time, it was also felt that sustainability 

whether in development goals or in livelihood generation was a value 

that was always there in traditional communities which subsequently 

eroded due to the onslaught of modern lifestyles and understandings 

of what development meant. Moreover, focus on individual, a 

characteristic featu,-e of western liberalism that positioned individual 

in an antagonistic position to the community that was thought to 
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strangulate individual endeavours, freedoms and rights became the 

ruling value in matters of policy options and strategies for their 

implementation. However, with the passage of time the demand for 

an alternative discourse of development that would encompass not 

only sustainability but also equitablity in development became the 

focus whether in demands generated through popular social 

movements or in the policy discourses on development. SHGs were 

formed not only by the banks and government departments and their 

line agencies but also by the Non Governmental Organizations. 

5.3 Plan Perspectives and SHGs 

that self help groups would enhance the growth rate in rural areas 

and could better tar) the potential the people for sustainable 

livelihood generation, whereby the people wouldn't be passive 

beneficiaries but active agents in the achievement of developmental 

targets. During the Eighth Plan, the coverage of women under IRDP 

remained at 33 per cent with the number of beneficiaries touching 

32.57 lakh between 1992 and 1997 During 1997-98, the coverage 

of women under TRDP has reached 0.06 lakhs i.e.34.3 percent of 

total coverage. Of the totai employment generated since inception 

under JRY during 1989 to 1997, the share of women was 14582.38 

lakh man-days, which works out to 25.04 per cent of the total 

employment generated during that peri~d. During 1997-98, the 

scheme of Women under JRY has gone up to 1116.71 lakh man-days 

representing 28.7 per cent of total employment. About 16.30 lakh 

women were covered under TRYSEM since the inception of the 

programme in 1979. DWCRA an exclusive programme for the 

development of women and children in rural areas was extended to 

all the districts in the country during the Plan period with the sole 

objective of bringing about a change in the socio-economic status of 

poor women in rural areas through income generating activities and 
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improvement of their access to services like health, nutrition, 

education, safe drinking water etc. During the Eighth Plan, 1.36 lakh 

Women's Self-Help Groups (SHGS) were formed benefiting 21.82 

lakh women. In 1997-98, 33032 additional SHGS were formed. 

The Ninth Plan continued the trend with more focus on the twin 

objectives of poverty alleviation and access of credit to poor women. 

Initially the ninth plan looked at the self help groups as a group to 

facilitate microfinance. With this objective following the Grameen 

Bank model of Bangladesh, The government in India conceptualized 

the formation of these groups, male/female only/ mixed groups as 

credit societies so that the poor could access the credit faCIIItiP.s It 

was graduallv realized that rural employment generation and poverty 

alleviation was not meetinq with success due lack of credit and 

difficulty in the access of credit. To alleviate extreme poverty 

amongst rural women, programmes like Integrated Rural 

Development Programme (IRDP), Jawahar Rojgar Yojana (JRY), 

Training of Rural Youth for Self Employment (TRYSEM) and 

Development of Women and Children in Rural Areas (DWCRA), it was 

felt that there was a need to expand the activities in the area of 

generating gainful wage and self-employment opportunities, with 30-

40 per cent of benefits reserved for women. 

The Ninth Plan recognized the need for a conducive Credit 

Policy to increase the access for women to credit through appropriate 

institutional mechanisms like Rashtriya Mahila Kosh (RMK), National 

Agricultural Bank for Rural Development (NABARD), Council for 

Advancement of People's Action and Rural Technology (CAPART), 

Women Co-operatives/SHGs and the other financial institutions. In 

this context, the government also felt that the expansion of the 

activities of Rashtriya Mahila Kosh (RMK) needed special attention. 

The Ninth Plan also envisaged all States/UTs to be equipped with 

Women's Development Corporations (WDCs) to provide both 
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'forward' and 'backward' linkages of credit and marketing facilities 

to women entrepreneurs, besides being catalysts. In this context, the 

Ninth Plan also envisaged to set up a 'Development Bank for Women 

Entrepreneurs' in the small scale and tiny sectors. 

The ninth plan experience further strengthened the belief in the 

potential of self help groups and the benefits of working collectively. 

Experiences in collective functioning and better achievement of goals 

whether in pani panchayats, forest committees or village health 

committees, it was understood that working through community 

participation not only served the purpose of the community to get 

inciud i ~-~ +-ho::· d sion miJk:nq orocess of the aovern ment but it a I so 

transfnrmRrl devp!ooment from State paternalism to a people's 

mo'Jemenl 

SHGs were not only used as conduits by the banks to satisfy 

the credit needs of the rural poor but it was also used to generate 

employment opportunities in the rural areas. The Khadi and the 

Village Industries Commission for example, decided to use the 

potential of working collectively in the form of self help groups to 

bring together- poor village artisans together and provide them with 

credit, raw material and marketing support. It was also felt that the 

NGOs could be brought within the groove to operate as capacity 

builders and help the poor to organize themselves and approach the 

banks for credit. 

Swarnjayanti Gram Swarozgar Yojana (SGSY), as a key to self 

employment generation was a new approach that was being 

promoted and encouraged in the Tenth Plan. The SGSY was 

conceived as a process-oriented programme for the poor with focus 

on formation of self help groups (SHGs). It was a holistic programme 

operating largely through SHGs, with provision of micro-finance, 

training and capacity building. Development of infrastructure, 
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establishment of marketing linkages and better monitoring and 

timely evaluation are important components of the programme. 

The process of organising women into Self-Help Groups 

(SHGs), started during the Ninth Plan to provide them a permanent 

forum for articulating their needs and contributing their perspectives 

to development, has made tremendous progress as it brought into 

action rnore than a million SHGs all over the country. Experience has 

already shown that these Groups have been very effective 

institutions at grassroot level in facilitating access to women, be it for 

financial or material resources or services or for information. 

Thprpfore the Tenth Plan wi!! continue to encourage SHG mode to 

.=Jet ac:. the agents of social change, development and empowerment 

'TIe['' ( 1 0 t h C / [ r 3 6) 

The Integrated approach adopted by the two on-going 

programmes of women's empowerment viz. Swa-Shakti and 

Swayamsidha will be further strengthened and expanded during the 

Tenth Plan with an ultimate objective of universalising the same 

through the already available grassroot level networking of SHGs. 

Also, as the earlier programmes had proved that the 'Group 

Approach' was more successful than the individual beneficiary 

approach; steps were taken for mobilisation of poor women into 

SHGs and through convergence of services, offering them a wide 

range of economic and social options, along with necessary support 

services to enhance their joint capabilities. To this effect, the 

available programmes for women were to be converged into block 

level action plans of the newly launched Swayamsidha programme, 

meant for empowering women. The micro-credit programme of RMK 

will be closely tied up with SHGs formed under Swayamsidha for 

financing various employment and income-generation activities. 

Thus, Swayamsidha was to emerge as a nation-wide integrated 
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programme to provide a strong base for empowering women, both 

socially and economically, during the Tenth Plan and beyond. 

More decentralisation and more autonomy with an emphasis on 

district/cluster level strategies and resource capabilities involving 

PRis and SHGs to bring forth locally responsive innovations was to be 

highlighted. The women's groups would also be helped to 

institutionalise themselves into registered societies and to federate at 

the Panchayat/Municipal level. These societies it was hoped would 

bring about synergistic implementation of all the social and economic 

development programmes by drawing resources made available 

through Government and Non- Government channels, including 

banks and financial institutions and by establishing a close interface 

with the Panchayats/Municipalities. Further, economic empowerment 

of the tribals would also be promoted through employment and 

income generation activities with the ultimate objective of raising 

them above the Poverty Line. 

While making NSFDC and TRIFED function as viable, 

sustainable and economically self-reliant agencies for tribal 

development, they would also be made to develop both forward and 

backward linkages to extend credit and marketing facilities through 

the medium of Self-Help Groups (SHGs). To this effect, cultivation 

and production of indigenous herbal medicines, which have a growing 

demand in the foreign market would be promoted in the tribal areas 

by involving the tribals themselves through SHGs constituted by the 

tribal people of the area and thus preserve their Intellectual Property 

Rights. The existing Tribal Corporations would be made to function as 

supporting mechanisms for providing all the necessary marketing 

facilities, especially in the export market. 

In the arena of natural resource management like maintenance 

of irrigation facilities, water harvesting, community grazing fields, etc 
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the SHGs would be utilized to manage as well as develop 

employment facilities for the people of the village. 

The idea of partnership with the NGOs and VOs to facilitate 

capacity building of the people especially women in the enhancement 

of their capacities, not only to produce commodities but also in 

matters of management of natural resources, to assist them in 

obtaining credit as well as training them to market their produce, 

was also promoted by the policy makers during the tenth plan 

period. 

By the time the Eleventh Plan period started the model of SHG 

ied development where either the qovernmental departments \Nould 

promote directly the self help groups for the smooth implementation 

of various departmental programmes, or, the SHGs would work with 

the NGOs as facilitators in the form of financial intermediaries or 

capacity builders and the government would be the overarching 

institution guiding the programmes, had become quite entrenched in 

the minds of the policy makers as well as the people. 

The plan in its goal focused on inclusive development. India's 

commitment to planned economic development is a reflection of our 

society's determination to improve the economic conditions of our 

people and an affirmation of the role of the government in bringing 

about this outcome through a variety of social, economic, and 

institutional means. (Foreword, 11th Plan, Vol I) 

Again in 2007, a Committee was constituted under the 

chairmanship of Dr. C. Rangarajan to prepare a comprehensive 

report on 'Financial Inclusion in the Country'. The Committee went 

into a large number of issues connected with (a) banking in remote 

areas, (b) empowerment of Self-Help Groups and their linkages with 

financial institutions and (c) revitalization of the RRBs. The 

Rangarajan Committee came to a finding that currently there are 256 
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districts in the country (out of a total 617) spread across 17 States 

and 1 Union Territory which suffer from acute credit exclusion with a 

credit gap of over 95°/o. The Committee identified four major reasons 

for lack of financial inclusion: i) Inability to provide collateral 

security; ii) Poor credit absorption capacity; iii) Inadequate reach of 

the institutions; and iv) Weak community network. 

The existence of sound community networks in villages is 

mcreasingly, being recognised by development experts as one of the 

most important elements of credit linkage in the rural areas. 

Participatory community organisations (Self-Help/Joint Liability 

Groups) can be extremely effective in reaching credit to the poor and 

can thus, play a critical role in poverty alleviation.( Second ARC 

Volume 2007 ) 

It was also understood that efforts at reduction of poverty 

would require multisectoral interventions to create on farm and off

farm employment opportunities, value addition in agriculture, food 

processing and forestry sector etc. and better targeting of resources. 

The departments of Rural Development and Urban Development 

specifically implemented programmes directly aimed at reducing 

poverty. Broad strategies adopted by these departments included 

organization and development of SHGs for micr-o··cr·edit and micro-

enterprises .. facilitating credit. development of capacities ancj (Ware 

and backward lmkages for self employment, providing wage 

employment during lean season, creation of productive assets on 

community lands and on individual lands of poor farmer. 

Another focus in the spectrum of inclusive development was 

the marginalized people, the tribal population in the various regions 

of India. As visualized under the National Forest Policy (NFP) 

Resolution (1988), tribal association with forestry was planned to be 

maximized through tribal cooperatives and SHGs of tribal women. 
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Specific schemes for quality improvement, higher productivity and 

regeneration of Minor Forest Produce species were implemented to 

facilitate sustainability of this source of tribal livelihood. Special focus 

was accorded to ST women beneficiaries under programmes such as 

the Adivasi Mahila Shashaktikaran Yojana, which facilitated income 

generating activities through women's self-help groups (SHGs). 

In addition to Gram Sabhas, several others such as SHGs, 

management committees, anganwadis and similar stakeholders' 

mstitutions were understood to enhance participation ano 

accountability, Taking a cue from the lessons of the SGSY 

experience, the Government of India has launched the National Rural 

Livelihoods Mission in 2011. There is a clear understanding that the 

SHG Bank Linkage programme can only be successful if 1t 1s tied up 

with livelihood programmes such as improved agriculture, dairying, 

marketing, etc. Thus, the SHG Bank Linkage and livelihood 

programmes are complementary to each other and their 

simultaneous implementation is the key to poverty alleviation. The 

distinctive focus of the NRLM is on Federations of SHGs that become 

powerful units of economic empowerment, enabling the poor to 

radically alter the balance of power in the markets they participate in 

as both producers and alternative models based on the idea of 

Producers' Companies and Commodity Interest Groups are now 

beginning to take off. Capacity building of various st-akeholders like 

farmers' organizations, SHGs, co-operatives, producer companies, 

banks and insurance companies to offer viable and robust crop 

insurance products, ensure corporate ties with the stakeholders, and 

strengthen other local institutions which would help programme 

implementation. Similarly, Watershed Committees and Water Users 

Associations need strengthening, as do the Forest Protection 

Committees. It is only when these local institutions are stronger, that 

we will be in a position to ensure people's participation that is 
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necessary for effective implementation of these flagship 

programmes. 

Community Based Organizations such as SHGs and user groups 

have sprung up over the last two decades or so, sometimes as 

spontaneous people's groups for developmental action or as 

consciously organized ones as part of a development project or 

programme. Project-based CBOs are largely unidimensional, socio

economic groups focused on benefits from a particular project. They 

can certainly be efficient delivery vehicles for· development 

programmes. It is often not understood that CBOs can perfor·rn the11 

sta cient!v without devaluing their sooal 

capital or reducing their capacity for public action, tf they are seen ,j<::. 

thematic and functional sub-systems of PRis and conceptualized as 

community wings of PRis. The creation and strengthening of CBOs 

could become the next step in democratic decentralization, after the 

strengthening of PRis. Conceptually, structurally and procedurally, 

CBOs should draw their powers and resources from PRis, not in a 

relationship of subordination or agency functioning but in a spirit of 

social contract. This would ensure accountability to PRis even while 

protecting the autonomy of CBOs; in such a scenario, CBOs could 

complement and strengthen PRis even while carrying on their social 

action to retard negative tendencies like partisanship and corruption. 

For achieving the linkages between PRis and CBOs, massive capacity 

building efforts are required. (11th Plan, Vol II) 

According to the Report on Natural Resources, Gram Panchayat 

to play governance role while stakeholders groups (UG I SHG etc.) 

should carry out execution of their own works and be accountable to 

Gram Sabha. Panchayatas should help to create durable assets in 

watersheds by linking the programme with NREGS. Organisation of 

CBOs into sustainable bodies as a pre-project activity through 

complementary funding should be ensured. Special attention should 
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be paid towards inclusiveness and gender mainstreaming within the 

context of natural resource management. For this purpose, the 

following specific steps may be taken: (i) introducing special package 

for the communities which received land through distribution of 

surplus land, (ii) cultivation of fallow land for food crops through 

women SHGs, (iii) increased emphasis on tribal dominated forest 

based economy, (iv) resolving legal complications in treating CPR, 

(v) provision of dnnking water to all households, (vi) equitable 

distribution of harvested water- for :rrigation and other livelihoods, 

(vii) proviSIOn of additional fund as seed money to women SHGs 

rlevelopment livelihoods of only resource poor families, and (viii) 

equ1tarJ1t~ <J st:: 

reated n wa rsh , even as prior right to previously ex1stmy 

resources are recogn an(j left largely undisturbed w1thm G! 

positive sum game framework. At present different States are at 

different levels with regard to management of watershed 

programmes and also differ in their experiences regarding 

organization CBOsf particularly SHGs and their federations. (GOI 

2007) 

5.4 Future Institutional mechanism for a Synergistic 

Management of Natural Resources 

The working group on the Management of Natural Resources 

(for the eleventh plan) in its report suggested that 'transparency, 

governance and participatory management are prerequisite for 

equitable harnessing of the natural resources'. In order to realize 

that it is essential to devise a comprehensive strategy encompassing 

not only the institutional mechanism but also steps to be taken for 

financial decentralization and power sharing with the stakeholders. 

At the level of institutional renovation, it includes the following 

seven main aspects: (i) organization of commodity groups by 
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drawing the members concerned preferably out of SHGs; (ii) use of 

commodity groups for transactions related to production technology, 

procurement of input, marketing of produce, etc, but involvement of 

SHGs for carrying out financial transactions; (iii) initial consolidation 

of action plan of different participants at the SHG level; (iv) 

subsequent consolidation of action plan of different SHGs at its 

federation level; (v) consolidation of action plan of resource poor 

SHGs for funding under the project; (vi) consolidation of action plan 

of remaining SHGs for funding through bank; and (vii) overall 

coordination of programme by federation of SHGs at village level. 

Development of mutual trust between executive committee and 

general body members through adoption of transparent systems m 

financial transactions was one of the major requirements suggested 

for a sustainable management of natural resources. Therefore, it was 

suggested that all stakeholders should be exposed to initial financial 

management system through adoption of SHG concept and through 

other arrangements. 

It included the following five main aspects: (i) provision of 

financial support only for filling of gaps in adoption of technology; (ii) 

release of fund by Project Director (for livelihood component) as a 

grant to the federation of SHGs against the approved annual action 

Plan; (iii) utilization of above fund by the federation of SHGs as a 

revolving loan through mature SHGs (as per the respective action 

Plans); (iv) release of project fund to SHGs for only those members 

who belong to resource poor families; and (v) provision of financial 

support to remaining members of SHGs through linkage with banks 

and other credit institutions. (Report of the Working Group on 

Natural Resources Management Eleventh Five Year Plan (2007-2012) 

Volume I : Synthesis Government of India Planning Commission 

February 2007 ) 
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The experience of many flagship programmes has clearly 

established the central role of a socially mobilised and aware 

community as a decisive determinant of success. Programmes such 

as, for example, the MOMS and ICDS have succeeded wherever 

women are mobilised and are aware of their rights and 

responsibilities, whereas elsewhere the same programmes have 

performed poorly. It is also clear that romanticizing community 

action and presuming that this will happen on its own, is only 

perpetuating a myth that hurts the poor. Local communities, left to 

themselves will not necessarily allow the poor, Dalits, Adivasis and 

Women to express their voice. There is need to make a specific 

provision in each flagship programme for dedicated human and 

financial resources for· social mobilisation, awareness r·aising and 

social audiL (Approach to the Twelfth Five Year Plan (20 12--17) 

Government of India) 

5.5 Emergence of SHGs: Evolution, Models and Practice 

The positive experience gained from the above programmes 

has led to the emergence of a very strong consensus that the twin 

concepts of (a) small group organisation and (b) self-management 

are potent tools for economic and social empowerment of the rural 

poor. Efforts have been made almost in all parts of the country to 

Forming small groups and linking them to bank branches for credit 

delivery has been the most important feature of the growth of the 

SHG movement in our country. The SHG-Bank linkage programme 

was started as a test project in 1989 when NABARD, the Apex Rural 

Development Bank in the country, sanctioned Rs.lO.O lakhs to 

MYRADA as seed money assistance for forming credit management 

groups. In the same year, the Ministry of Rural Development 

provided financial support to PRADAN to establish Self-Help Groups 

in some rural pockets of Rajasthan. On the basis of these 

experiences, a full-fledged project involving a partnership among 

253 



Chapter-S 

SHGs, Banks and NGOs was launched by NABARD in 1992. In 1995, 

acting on the report of a working group, the RBI streamlined the 

credit delivery procedure by issuing a set of guidelines to Commercial 

Banks. It enabled SHGs to open Bank Accounts based on a simple 

inter-se agreement. The scheme was further strengthened by a 

standing commitment given by NABARD to provide refinance and 

promotional support to Banks for credit disbursement under the SHG 

Bank linkage programme. NABARD/s corporate mission was to 

!T1ake available nlicrofinance services to 20 million poor households, 

or one third of the poor in the country, by the end of 2008. 

To 1ncrease outreach of the banking sector and ensure greater 

financial inclusion, RBI has allowed banks to follow two models 

namelv. ~/lode! A: Business Facilitator and Model B: Business 

Correspondent. 

Under Model A, banks may use intermediaries such as non

government organizations, community based organizations, IT 

enabled rural outlets of corporate entities, farmer's clubs, 

cooperatives, post offices, insurance agents, agri-clinics, agri

business sector, Krishi Vigyan Kendra's and KVIC/KVIB units, 

depending upon the comfort level of the bank to provide facilitation 

services. Such services may include (a) identification of borrowers 

and fitment of activities, (b) collection and preliminary processing of 

loan applications including verification of information/data, (c) 

education and advice on banking products, managing money and 

debt counselling, (d) promotion and nurturing of self-help groups and 

(e) follow-up for recovery. 

Under Model B, NGO/MFis, Co-operatives, section 25 

companies and post offices may act as 'Business Correspondent'. In 

engaging such intermediaries, banks should ensure that they are well 

established, enjoying good reputation and enjoying the confidence of 
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local people. Their activities will include : (a) disbursal of small value 

credit, (b) recovery of principal and collection of interest, (c) 

collection of small value deposits, (d) sale of micro insurance, 

pension, mutual fund and other third party products on agency basis 

and (e) receipt and payment of remittances. 

In the early stages, NGOs played a pivotal role in innovating 

the SHG model and in implementing the model to develop the 

process fully In the 1980s, policy makers took notice and worked 

with development organizations and bankers to discuss the 

possibility of promoting these savings and credit groups. Their efforts 

and the simplicity of SHGs helped to spread the movement across 

the country. State governments established revolving loan funds 

which were used to fund SHGs. By the 1990s, SHGs were viewed by 

state governments and NGOs to be more than just a financial 

intermediation but as a common interest group, working on other 

concerns as welL The agenda of SHGs included social and political 

issues as weli. 

The support of livelihoods is increasingly being seen as an 

important area related to micro finance. The need for livelihood 

support is critical to SHGs development as livelihoods are typically 

financed by the loans that members receive from the SHG. The 

needs of SHGs vary from the introduction of new livelihoods to 

providing support such as market linkages or procurement 

techniques to refine existing livelihoods. Poverty and unsustainable 

livelihood is invariably characterized by lack of public investment in 

infrastructure or dysfunctional public systems including education 

and health care and underdeveloped markets. Large scale 

investment is required to build infrastructure like roads and bridges 

so that there can be access to markets. These sorts of investment 

will have to be completed by the state government. The payoff such 

costs though is infinite. An improved infrastructure will help to 
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increase investment and mobility of staff. Therefore, livelihoods can 

be enriched through greater access to markets. 

The two major programmes which had been supporting the 

movement are 1) the SGSY and 2) the NABARD supported SHG-Bank 

Linkage programme. Apart from these two programmes, the Forest 

department has facilitated large numbers of SHGs in areas where 

their programmes are under implementation and more and more 

women are now being able to actively participate in FPC and EDC for 

their own economic development as well as giving a new vigour in 

forest protection and preservation. 

Ministry of Rural Development Poverty Alleviation through 

Self Help Groups 

The concept SHG as a key instrument of participatory 

development in the grassroot level especially the poor has come to 

make a permanent place in the programme for charting out an 

alternative model of development. Development that is not just 

sustainable but equitable and humane. As an instrument to facilitate 

people's active participation in pulling themselves out of poverty, self 

help groups have been conceptualized as effective instruments 

especially after the phenomenal success in microfinance 

programmes. Swarna Jayanti Gram Swarojgar Yojana has emerged 

as one of the key programmes launched by the ministry of Rural 

Development, Government of India for the alleviation of rural poverty 

and employment generation. SGSY's approach to organize the poor 

stems from the conviction that there is a tremendous potential within 

the poor to help themselves and that the potential can be harnessed 

by organizing them. Social mobilization enables the poor build their 

own organizations (Self Help Groups) in which they participate fully 

and directly and take decisions on all issues concerning poverty 

eradication. Simultaneously, SHGs have the advantage and the 
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assistance - be it in terms of credit or technology or market guidance 

etc. - reaching the poor faster and more effectively. Interactions in 

group meetings and collective decision making enable them in 

identification and prioritization of their needs and resources. This 

process would ultimately lead to the strengthening and socio

economic empowerment of the rural poor as well as improve their 

collective bargaining power and lead to the increase of social capital. 

ORDAs now known as DRDCs are expected to initiate and 

sustain the process of social mobilisation for poverty eradication by 

formation, development and strengthening of the Self Help Groups 

(SHGs). Issues that are essential to poverty eradication should 

become entry points for DRDCs to organise the poor into SHGs and 

bring them under the umbrella of SGSY. A large number of DWCRA 

groups have been formed and assisted by DRDCs in the past. 

There could be different entry points for different SHGs 

depending on the local situation. The groups that are formed with 

thrift and credit as an entry point have demonstrated that the poor 

can secure greater access to credit and other support services for 

enhancing their income levels. 

The process of SHG formation could be divided into following 

phases: 

1. Group formation that involves the formation, development and 

strengthening of the groups to evolve into self-managed 

people's organisation at grassroots level. The facilitators must 

identify these natural groups which are commonly called 

'Affinity Groups'. Identification of such Affinity Group is critical 

for the progress and success of the Self Help Group. This would 

require staying with the people for some period to facilitate 

proper understanding and establish rapport with them. 
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11. Group Stabilization through thrift and credit activity amongst 

the members and building their Group Corpus. This provides 

the members with opportunities to acquire the skills to 

prioritize scarce resources, to assess the strength of each 

member, to time the loans and schedule of repayments and fix 

interest rates. 

1.11 Micro credit the Group Corpus is supplemented with Revolving 

Fund sanctioned as cash credit limit by the Banks or the group 

could also have access to credit under the Self Help Grnup · 

Bank Linkage Programme of NABARD. 

'Jnc;rnic 

their choice for income generation. Th1s pr1asE:: 

:vuu: d Entrepreneurship Development as wei as Skil 

Development training of the members of the Group to enable 

them to successfully implement the chosen activity. 

Generally all members of the group should belong to families below 

the poverty iine. However, if necessary, a maximum of 20°/o and in 

exceptional cases , where essentially required, upto a maximum of 

30°/o of the members m a group may be taken from families 

marginally above the poverty line living contiguously with BPL 

families and if they are acceptable to the BPL members of the group. 

This wiil help the families of occupational groups like agricultural 

labourers, marginal farmers and artisans marginally above the 

poverty line, or who may have been excluded from the BPL list to 

become members of the Self Help Group. However, the APL 

members will not be eligible for the subsidy under the scheme. 

The success of the SHG model led to the understanding that if 

SHGs could be further strengthened and stabilized by federating 

them at, village or cluster of villages or block or District level 

depending upon the number of Self Help Groups and their spatial 
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distribution. The SHGs interface with a large number of government 

and elected institutions at the grassroot level particularly the PRis. 

The efficacy of the SHGs can be considerably enhanced if symbiosis 

can be worked out between the SHGs and the PRis. With a view to 

bring this about the Panchayat and Rural development Department 

has initiated a process of integrating 20 or more groups in a gram 

panchayat area mto a cluster of SHGs and a Federation which is an 

apex organization of the clusters. DRDCs mav facilitate in planning of 

network of SHGs by federatmg them at appropnate level, onn.:: SHC;s 

have reached the stage of maturity and have stabilized. 

Women and Child Development Department 

Women and Child Development Department under the Swa 

Shaktl and Swayams1dha etc has also constituted women SHGs for 

poverty alleviation and employment generation. With the emphasis 

now on inclusive development community based organizations like 

SHGs have emerged as key operators especially for women who have 

till now been marginalized. The ministries not only form groups but 

also tag in NGOs as either facilitators or as capacity builders. 

Ministry of Forest: Restoration of Tribal Intellectual Property 

Rights 

Forest Departments especially with the intention to manage 

natural resources have used the model and have established SHGs 

and user groups in the form of forest protection committees and 

SHGs formed with the forest dwellers with the intention of 

sustainable livelihood generation. The argument was to help preserve 

the traditional tribal knowledge on different traditional medicinal 

plants that was gradually getting lost or was being hijacked by the 

outsiders. Therefore, the ministry with the aim to restore the tribal 

intellectual property rights has either set up the SHGs independently 

or in partnership with the NGOs. 
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Traditionally, customary rights have been given to specific 

members of the community with respect to specific products from 

the CPR. However while allocating the new usufruct right, due 

consideration may be made to identify those user groups which 

belong to resource poor families. Besides this, preference may be 

given to allocate the above rights to women SHGs and their 

federations in order to simultaneously address gender as well as 

equity aspects. This type of preferential allocation of right may be 

done particularly for those products over which customary rights did 

not exist with the community (e.g. timber trees, etc). Likewise 

preference may also be given to such groups and federations while 

auctioning the produce through open 01dding. This would also iead 

to, along with sustainable livelihood generation equity for :·esourcc 

poor families and gender perspective m user's right. (GOI 2007) 

Ministry of Agriculture 

Women play a vital role in the care and management of 

livestock, hence their access and rights to this resource should be 

increased, including those through SHGs and cooperatives. 

Agriculture processing infrastructures are very poor and are often at 

distant market places forcing farmers to sell raw produce. Value 

addition opportunities are also externalized. With the growth in SHG 

movement across the country, options for collective marketing and 

value addition are opening up. This unique opportunity should be 

harnessed by dovetailing required processing infrastructure and 

technologies. SHGs consisting of landless households or women's 

group may be provided with additional seed money from the WDF. 

This, once again, should be based on recognizing poor's stake on 

land (especially CPLRs) and water (incremental water harvested 

through the project). The Report of the Parthasarathy Committee 

clearly recognized that by merely forming SHGs of poor/landless 

communities nothing much is going to be achieved, especially on a 
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sustainable basis. What is therefore crucial is building adequate 

backward-forward linkages and up-scaling of marketing operations 

through multi-level federations. Watershed project has to extend this 

support by making adequate provision for seed capital. The SHGs 

should be elevated to become livelihood groups and bank should 

their leading policies accordingly. (Report of Working Group on 

Natural Resource Management, GOI 2007) 

Establishment of seed banks with federation of SHGs for 

production and marketing of improved varieties and hybrids (evolved 

under public sector) has also one of the key agenda of the ministry. 

This vvou!d help not only small farmers but also the farmer 

cooperatives and SHGs formed with them. 

During the tenth plan a number of training programmes were 

planned for implementation and for human resource development in 

the selected states as per the focus of horticulture crops. These 

programmes were later merged in to National Horticulture Mission. 

The launch of National Horticulture Mission was one of the important 

and major steps towards a planned approach for development of 

horticulture sector with focus on cluster approach in all the states of 

the country except the North Eastern States, Himachal Pradesh, 

Jammu and Kashmir and Uttrakhand, where separate Technology 

Mission for Integrated Development of Horticulture exists. 

Empowerment of farm women through Self-Help Groups (SHGs) it 

was visualized although needed strengthening but if it was given 

adequate support in agriculture in general and in horticulture in 

particular it could open up new horizons for the poor rural farm 

women. Farm Women needed to be empowered through vocational 

training, entrepreneurship development and Self-Help Group (SHG) 

formation and micro-financing (Report of the Working Group on 

Horticulture, Plantation Crops and Organic Farming for the XI Five 

Year Plan (2007-12) During the eleventh plan period not just in the 
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field of horticulture success stories emerged as the governments 

both the centre and state supported the formation and capacity 

building of SHGs formed by the rural poor but also in the field of 

agriculture in general. For example in Manipur, commercial 

cultivation of "Shitake" Mushroom by Integrated Shitaki Mushroom 

Producing and Processing Society, in Senapati district was a 

successful venture in the state. About 180 self help groups mainly, 

women engaged in production of Shitake Mushroom 1n this district. 

In Meghelaya for instance around 1255 women's self help groups 

successfully took up floriculture and were supported by the 

government not only through credit facilities but also through 

capacity building. The promotion of SHGs n coffee production in the 

B durinq the TX Plan was strengthened in the X 

plan and 1 07 new SHGs were formed and 121.6 lakh Arabica 

seedlings distributed through 1245 mini SHGs for coffee production. 

In another scheme Tea SHGs with small tea growers were formed. 

The government would support the SHGs through inputs in the form 

of providing 50°/o of the cost of the transport vehicle for carrying the 

leaL 100°/o cost for leaf collection sheds, and cost of machineries 

required. Apart from this capacity building through training of 2 SHG 

members in advanced tea production technology. 

Ministry of Animal Husbandry, Fishery and Dairy 

The rural poor especially women are to be constituted into self 

help groups and the ministry would provide them through banks 

some amount of credit with the help of which they could carry out 

animal husbandry in the form of rearing cows, goats, pigs, ducks and 

hens. One of the major focus of the eleventh plan was to enhance 

the capacities of the SHGs in the use of modern technology .SHG 

members would be trained so that they are able to carry out the 

rearing through the use of modern technology. The poor fishermen 

and women are to be constituted into self help groups so that they 
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could be brought under various schemes. The Ministry in its agenda 

has set as one of the major objectives for the poor fishermen and 

women is to assist them in creation of marketing (Kiosk) for women 

SHGs and value addition for SHGs. 

Through various educational programmes and capacity building 

exercises the ministry has taken up the task of capacity building of 

the fishermen and women. It has also brought in within its ambit 

fisheries co-operative Associations, NGOs, SHGs, in order to 

str-engthen service delivery system, to facilitate human resource 

development, revitalize Co-operatives, initiate capacity 

building/training exercises and generate demand for fish under 

Cooperatives and Public·-Private partnerships. Improving the 

sustainability of fishery cooperatives by organizing general body 

members into a number of small size SHGs and reconstituting the 

office bearers of executive committees by bringing representatives 

from mature SHGs.(GOI2007) 

Text Box 2 : Mussel farming in Kerala 

The technology of farming edible mussel (Perna viridis) developed 

by CMFRI, Kochi has been adopted on a commercial scale in the 

villages of Northern Kerala, with the financial assistance from state 

government under the Swamajayanthi Gramseva Rosar Yojona 

(SGRY) and Co-operative banks. More and more Women self-help 

groups (SHGs) are upcoming for mussel farming in the backwaters 

adjacent to their houses. By adopting this production technology 

aqua-farmers are producing 0.8 to 1.0 t of mussels in their farms. 
--~--------------- ------------~ 

Source: NCF, 2005; DARE, 2002-03 
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Text Box 3 : Ornamental Fish Culture and Trade in Chennai 

Kolathur village on the outskirts of Chennai is famous for 

ornamental fish cultivation by small scale producers. There are 

about 600 families earning their livelihood through ornamental 

fish cultivation in Kolathur and on an average each household in 

' the village earns over Rs 5,000 per month through ornamental I 

fish farming. About 45 km from Kolathur, Gummidipoondi village 

is another hub of ornamental fish production where women SHGs 

have successfully taken up breeding and raising of ornamental 

fish to earn their livelihoods. 

Self-help groups in Fisheries in Tamil Nadu 

The Southern Districts of Tamil Nadu have witnessed significant 

increase in the number of fisherwomen Self help Groups (SHGs) 

Punnakkayal village has the largest number of SHGs in an Indian 

village with over 50 groups consisting exclusively of fisherwomen. 

Today, there are several examples of successful fisherwoman SHGs 

in the region and their experiences need to be promoted in other 

states also. The fish market at Nilankarai is managed by 

fisherwomen belonging to 12 SHGs. The management practices 

established by this group demonstrate their efficiency and unity 

Similarly, The SHGs formed by fisherwomen in Vellapatty village in 

Tuticorin has enabled its members to conduct individual business 

involving a wide range of activities, including fattening of crabs for 

sale in the local market. These SHGs also have good linkages with 

the NGOs who helped them in the promotion of their business. 

The ministry is now looking into the creation of better facilities 

for marketing of processed fish products in Indian metros, 

establishment of low cost processing units for women SHGs. Special 

264 



Chapter-5 

incentives are suggested to be given to women groups (SHGs) to 

encourage alternative income generating/livelihood development 

activities. Women SHGs to be supported @ Rs.lO,OOO/SHG. Most of 

the fish marketing and post harvest activities are performed by 

women folk. Therefore, it is suggested that ladies' toilets and night 

shelters are constructed at these sites. The involvement of women in 

the suitable areas may be enhanced in indoor activities, like 

propagation and seed raising of ornamental fish, seed raising and 

farming of trout etc Fish marketing, particularly retailing, is being 

carried out by women for long. To increase their efficiency in 

marketing. their skills in fish marketing may be upgraded with regard 

to upkeep and maintain fish texture and quality The programrnes 

ensuring supply of insulated fish boxes, low cost drying rakes have 

shown good results to remunerate their returns. The fisher women 

may be involved in awareness, saving credit and alternate income 

generating schemes. The ministry is also working through the PPP 

model to develop self employment generation capacities of the rural 

poor involved in the fishery sector. Private sector as well as NGOs 

has been brought into the groove so that the community bonding 

which the fisher community generally has could be used to generate 

empowerment of the community as well as self reliance and 

sustainable and equitable development. 

5. 7 SHGs Evolution in West Bengal, Models and Practice 

Self Help Groups came quite late in the state of West Bengal 

but it is the only state that has separate ministry on Self Help Group 

and Self Employment. The Department of Self Help Group & Self 

Employment was set up in July, 2006 with the objective to co

ordinate works relating to Self Help Groups. It also provides 

infrastructure facilities, training and other related inputs towards 

improving the functioning of Self Help Groups as well as streamlines 

the flow of institutional finance to these Groups. The Department 
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runs schemes such as, West Bengal Swarojgar Sahayak Prokalpa 

(WBSSP), opening of retail outlets in each district which would be run 

and maintained by the selected Self Help Groups and marketing of 

their products through these outlets, Paddy Procurement by SHGs 

and Training Programmes for Self Help Groups . 

The two major programmes which had been supporting the 

rr10vement are 1) the SGSY and 2) the NABARD supported SHG-Bank 

nkage programme Apart from these two programmes, the 

government departments through their line agencies have also 

formed SHGs and have tagged them within their programmes so that 

<:;ustainat]IP can take piace. Nongovernmental 

rqan tions have also formed SHGs and are promoting SHGs either 

'h ugr t'· n or> credit or capacity building or both. NGOs 

have also entered nto partnerships with the banks/government 

departments in the task of enhancing the capacities of the SHG 

members. 

SHGs linkage approach operating in West Bengal 

It observed that in West Bengal, SHGs have been formed 

and sustained under the following broad categories. They have been 

either formed solely by banks or government departments or in the 

form of cooperatives with no NGO involvement directly or indirectly. 

Under the second category they have been formed by the NGOs who 

have either acted as facilitators or financial intermediaries or both. 

The following table categorises the pattern of SHG linkages operating 

in West Bengal. 
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Table 4 : SHG Linkage in West Bengal 

I 
SHG- NGO SHG - NON - NGO 

SHG-Bank SHG Cooperative 

Linkage (NGO as Facilitator) (SHG as member of PACS) 

SHG-Bank SHG-Bank (SHG organised 

1 Linkage (NGO as Financial under State-sponsored 
I I 

I Intermediaries) Programme) 

I !' ·' 

i 

i 
! 

SHG Bank -
Linkage (NGO as a facilitator and 
financial :ntermediar·v) 

SHG Bank Linkage 

I - - I" F 1 SHG Bank (D1r ect 11nkage I approach) 

A most notable milestone in the SHG movement was when 

NABARD launched the pilot phase of the SHG Bank Linkage 

programme in February 1992. This was the first instance of mature 

SHGs that were directly financed by a commercial bank. The informal 

thrift and credit groups of poor were recognised as bankable clients. 

Soon after, the RBI advised commercial banks to consider lending to 

SHGs as part of their rural credit operations thus creating SHG Bank 

Linkage. 

The linking of SHGs with the financial sector was good for both 

sides. The banks were able to tap into a large market, namely the 

low-income households, transactions costs were low and repayment 

rates were high. The SHGs were able to scale up their operations 

with more financing and they had access to more credit products. 
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Micro Finance Institutions 

A range of institutions in public as well private sector offers 

micro-finance services in India. They can be broadly categorised into 

two namely, formal and informal institutions. The formal category 

comprises of development financial institutions like NABARD and 

SIDBI, Commercial Banks, Regional Rural Banks and Co-operative 

Banks that provide micro-finance services in addition to their general 

banking activities. They are referred to as MF, providers. On the 

other hand, the Informal nstitutlons that undertake I\1F serv1ces a:

their main activity are generally referred to as Micrc)-ftnano, 

In . '' MFis are mostiv in the privatP sector m West 

Bengal. 

The IT1i nance Initiative m pnva r car< be traced to 

the initiative undertaken by SEWA (Self-Employed Women's 

Association) for providing banking and insurance services to the poor 

women employed In the unorganised sector in Gujarat. Shri Mahila 

SEWA Sahakari Bank was set up in 1974 by registering it as an 

Urban Cooperative Bank. Since then, the bank is providing services 

to the poor self-employed women working as hawkers, vendors, 

housemaids etc. The deposit and ioan portfolio stood at Rs. 623.9 

million ($ 13.86 million) and Rs. 133.6 million ($ 2.97 million) 

respectively. 

In West Bengal, there are a few NGOs (25-30) who have 

undertaken the task of financial intermediation and thus assumed the 

role of non-profit NGO-MFis. Most of them are registered as Trust or 

Society. There is a state-sponsored programme of organising cluster 

and federation which may eventually graduate into MFI. Many of 

these federations (not state sponsored federation) till now are 

performing financial functions like mobilisation of savings and 

disbursal of credit along with non financial functions like social and 
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capacity building activities. A limited few are also taking recourse to 

micro-finance as a commercial activity. The NGO-MFis vary 

significantly in their size, philosophy and approach. Therefore, these 

NGOs are not structurally the right type of institutions to undertake 

financial intermediation. They are still outside the purview of 

regulation. These are the institutions for which policy and regulatory 

framework are being worked out. 

Some of the NGOs had felt that combining financial 

:ntermediation with the1r core competence of social intenT1ed1atior1 

would be possible are evolving as financial institutions including a 

company set up under sec 25 of the Companies Act, It has to 

function as a district and a separate institution. Under the present 

!aws of the country, other than NBFC or a Credit Co-operative, such a 

form of organisation providing banking and financial services is 

legally untenable. The MFI is prohibited from paying any dividend to 

its members (except a co-operative). 

In terms of RBI's notification dated 13 January, 2000, relevant 

portions of RBI Act, 1934, as applicable to NBFCs, will not apply for 

NBFCs (i) licensed under section 25 of the Companies Act, 1956 (ii) 

providing credit not exceeding Rs. 50,000 for a business enterprise 

and Rs. 1,25,000 for meeting the cost of a dwelling unit to any poor 

person and (iii) not accepting deposits. MFis who are still accepting 

deposits either from their members or from SHGs are not strictly 

meeting requirements of law (except a thrift and credit co-operative 

society and mutual benefit MFis). 

The West Bengal Co-operative Societies Act does not provide 

for an enabling framework for emergence of mutually-aided co

operative society owned, managed and controlled by members for 

their own development. In spite of policy advocacy initiated by CARE, 

West Bengal, the idea of a mutually aided co-operative society has 

269 



Chapter-5 

not yet been found acceptable. It is pertinent to mention here that: 

(a) there is a provision in West Bengal Co-operative Societies Act to 

form thrift and credit groups and voluntary association of persons 

being members of a co-operative society. Panchayats and Rural 

Development have launched a special project for SHG-based 

organisation in the form of a cluster at GP level and Federation at 

block level. Though these federations have not yet mvolved 

themselves in financial tr·ansactions, they have been permitted to 

form women's co-operative credit societies at the block level .. !'1any 

of NGO-MFls should also be permitted to form women s co·:) r ativr, 

rredit socieLies for· the sake of equity. SHGs are mformai 

cooperatives c rrue tyDe sed or. 1ntemationa 1 :o 

principles. The law also permits formation of thrift and cred1t co· 

operative societies. Restricting natural growth of co-operative 

organisations defeats the spirit of international co-operative all1ance. 

Growth of micro-finance is also a green field area for NBFCs to 

enter into the market. RBI introduced a new regulatory framework 

for those NBFCs who want to accept public deposits. All such NBFCs 

are subjected to capital adequacy requirement and prudential norms. 

There are only a few MFis in the country that are registered as 

NBFCs. Many MFis aspire to become NBFC but they are finding it 

difficult to meet requirement stipulated by RBI. NGO-MFis to become 

NBFCs are required to have a minimum entry capital requirement of 

Rs. 20 million. As regards prudential norms, NBFCs are required to 

achieve capital adequacy ratio of 12°/o, and to maintain liquid assets 

of 15°/o on public deposit. Though foreign direct investment in the 

form of equity is permitted subject to a minimum investment of $ 

5,00,000, only two NBFCs are reported to have been able to raise 

foreign direct investment in India. 

In order to create enabling conditions for growth of MFis in 

India, the apex financial institutions namely NABRD and SIDBI are 
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extending package of facilities. NABARD provides loan funds in the 

form of Revolving Fund Assistance to NGO-MFis on a case to case 

appraisal. The eligible institutions are also provided grant assistance 

to meet staff cost, infrastructural development and operational deficit 

during the initial areas. In keeping with its mission, SIDBI 

Foundation identifies, nurtures and develops select potential MFis as 

long term partners and provides credit support for their micro credit 

initiatives The eligible partner Institutions comprise large-scale and 

rnediurn"'scale rv1Fis havmg minimum fund requirement of Rs. i 0 lakh 

per annum. SIDBI also provides grant support, :n the 1r1ttiai +-: 

dlable rhern achieve self sufficiency m due course. The 9ram 

support IS prov1d 

operat1ona1 suppmt. SDBI 

hnicai ass stance c:} c 

also introduced a special short ter rn 

loan scheme, as liquidity management support for long-terrn 

partners. To meet capital adequacy, SIDBI provides equity capital 

and transformation loan in the form of quasi-equity in order- support 

to leverage debt. 

Under the Business Facilitator model, banks may use 

intermediaries such as NGO, Farmers Club, Co-operatives, 

community based organisations, IT enabled rural outlets of corporate 

entities, post offices, insurance agents, Agri clinics, agri-business 

sectors, Krishi Vigyan Kendras and KVIC/KVIB units, depending upon 

the comfort level of the bank, for providing facilitation services Such 

services may include (i) identification of borrowers and fitment of 

activities; (ii) collection and preliminary processing of loan 

applications including verification of primary information/data; (iii) 

creating awareness about savings and other products and education 

and advice on managing money and debt counselling; (iv) processing 

and submission of application to banks; (v) promotion and nurturing 

of self-help groups/joint liability groups/credit groups/others; and 

(vi) follow-up for recovery. 
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Under the 'Business Correspondent' Model, NGOs MFis set up 

under Societies/Trust Acts, societies registered under the MACS Act, 

section 25 companies, registered NBFCs not accepting public deposits 

and post offices may act as 'Business Correspondents'. In engaging 

such intermediaries as 'Business Correspondents', banks should 

ensure that they are well established, enjoying good reputation and 

having the confidence of the local people. The scope of activities to 

be undertaken by the Business Correspondents will mclude (i) 

disbursal of smail \/alue credit, (ii) recovery of principal/collection of 

interest (iii) collection of small value deposits (iv) sale of 

microinsurance/ mutual fund products/pension products/other party 

products and ( v) receipt and delivery of srnall value 

remittances/other payment instruments. Banks may pay reasonable 

commission/fee to Business Facilitators/Correspondents,the rate and 

quantum of which may be reviewed periodically. (LKP) 

Ministry of Forest 

Forest Department's resource being limited, integration of 

activities of other departments namely Panchayet and Rural 

Development, Backward Class Welfare, Agriculture, Minor Irrigation, 

Animal Resources Development, Cottage & Small Scale Industries 

etc. in JFM areas is essential. Again for maintenance of assets and 

taking up village development activities in FPC areas, FPCs are 

persuaded to create community funds of their own and many of the 

FPCs have already accumulated substantial fund. Self-Help Groups 

(SHGs) among the members of FPC in some areas have been formed 

to take up various vocational and income generation activities 

utilizing fund from their own savings as well as bank loans where 

necessary and available. Such Self Help Group activities are found to 

be very inspiring particularly for women folk as they are able to earn 

or/and supplement the livelihood of their families.( West Bengal 

Forest Report,2008-09) 
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The target groups being mostly uneducated or sparsely 

educated people, dependent on neighboring forests having practically 

no knowledge about SHG formation, management of funds, 

identification of alternative income generating activities, credit 

requirement and marketing strategy of their products etc. The 

following areas were identified as sources of alternative income to 

the SHGs and accordingly training-cum-orientation camps and 

workshops were held at predetermined venues· 

1. Training on Sal leaf plate making and supply of plate making 

machine. Collection of medicinal and herbal products and their 

processing_ Training in tailoring including supply of sewing 

machines. 

2. Apiary and mushroom cultivation. 

3. Training on health care of domestic anir11als and table birds 

etc in rural areas. 

4. Training of 'bidi' making and supply of inputs. 

5 Training on repairing of pump machine, cycle and motor- cycle, 

electric wiring (where electricity is available)) etc 

6. Training on vermicomposting, biogas plants, homestead 

gardening, scientific Pisciculture, Lac culture, Apiculture etc. 

7. Training on establishment of piggeries, duckeries, poultry farm 

on small scale. 

8. Tassar cultivation and supply of high yielding cocoons. 

9. Rice husking and allied works. 

10. Soft toy making, handicraft products of different forest 

produces e.g. bamboo, sabai grass, and jute etc. 

Now many of the SHGs have been working successfully and their 

performances are encouraging. However, for sustainability of SHGs it 

is felt that comprehensive training programmes including refresher 

courses for both target groups and staff have to be undertaken at 

regular intervals to assess the actual state of affairs including 
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identification of the actual problems faced by the SHGs and to ensure 

the suitable market linkages for their products. 

Forest department has facilitated large numbers of SHGs in 

areas where their programmes are under implementation and more 

and more women are now being able to actively participate in FPC 

and EDC for their own economic development as well as giving a new 

vigour in forest protection and preservation, Many SHGs have been 

given training on nursery-raising for supplying planting materials 

the Panchayats for social forestry, which has become a good source 

of income for those group members. Small infrastructures like 

vvorkino sr,eds, machines for making Saal leaf plates have been 

provided to the SHGs 

Department of Women and Child Development 

Other attempts like Swayamsiddha (IWEP - upgraded IMY) by 

government through West Bengal Women Development Undertaking 

is a woman focused SHG initiative to enhance economic, health, 

nutrition, education status for women using access to micro-credit 

and convergence for services. Both government and nongovernment 

facilitation is used in the scheme. 

The Backward classes Welfare Department 

The Backward classes Welfare Department is also assisting the 

scheduled castes and scheduled tribes, and other backward classes 

to form self-help Groups for economic development by providing 

training, infrastructure, and institutional finance. There are similar 

programmes for Minorities implemented through the Minorities 

Development and Finance Corporation. The Cottage and Small Scale 

Industries Department has a scheme named Deen Dayal Hathkharga 

Protsahan Yojana to provide support to Handloom Weavers through 

self-help Groups recognised by state handloom cooperation and Apex 

Handloom Weavers' Co-operative Society in the form of capacity 
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building, infrastructure and financial assistance. Similar support is 

provided to self-help groups of artisans through another scheme 

known as Baba Sahib Ambedkar Hasta Shilpa Vikash Yojana. 

Panchayat and Rural Development Department 

The Ministry of Panchayat and Rural Development in West 

Bengal is entrusted with the implementation of various poverty 

alleviation and self employment generation programmes for the r·ural 

poor. This cell is responsible for implementation of the Swarna 

Jay anti Gram Swarojgar Yojana (SGSY) .. which is the most important 

programme for self-employment of the rural poor. All matters related 

to development of the women and children and the disabled through 

programmes implemented by the P & RD department. All matters 

related to Self Help Groups (SHGs), which are promoted under the 

SGSY are dealt bv this cell. This cell is also responsible for the 

administration of the District Rural Development Cells (DRDCs) of the 

Zilla Parishads and all issues related to identification of families living 

below poverty line. 

Under the watershed projects being implemented by the 

Panchayat and Rural Development Department, formation of self

help groups and users groups has been conceived as grass root level 

organisations. The Panchayats have excavated large number of tanks 

out of National Food For Work programme and other employment 

generation programme. Order has been passed by the L&LR 

department allowing the SHGs to be given lease of those tanks, 

owned by the government for growing fish. This is an excellent 

example how convergence of programmes are taking place at the 

grassroot level. Many groups have taken up composite culture of 

taking up pisciculture, duckery and horticulture on such leased in 

tank including its embankments. 
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The Department of Fishery 

SHGs are playing a very active role in various fishery activities. 

As on March 2009, there are 6782 SHGs supported under SGSY 

programme in the fisheries field out of which 5558 numbers have 

passed Grade I, while 1722 have passed Grade II. There are 3885 

groups which have taken up economic activities like composite fish 

farming, integrated fish farming, crab fattening, waste-water fed 

fisheries, ornamental fish farming & preparation of ready to eat food 

etc Strengthening extension mechanism with focus on active 

involvement of informal channels for technology dissemination 

through Farmers' Clubs promoted by NABARD. farmers' SHGs and 

pro-active NGOs. In order to ensure the availability of adequate & 

timely credit through forma! models alternate cred1t delivery 

mechanisms like SHGs, JLGs for facilitating smali fish farmers iS 

currently being promote. Leasing out of the suitable community 

water bodies to fish producer groups/ SHGs/ cooperatives on a long 

term basis (at least for 7 years) (State Agriculture Plan for West 

Bengal. NABCONS,2009) 

The Department of Fishery has been implementing a scheme 

under which support is provided to self help groups in the form of 

capacity building and institutional finance. The department has been 

providing input support in the form of fishlings to the SHGS for 

pisciculture and also training the SHG members in new techniques of 

fish production. Apart from that the department is also engaged in 

providing marketing facilities to the SHGS formed by fishermen and 

women. 

For example under the Rashtriya Sama Vikas Yojana backward 

villages in Birbhum district have been selected for the management 

of ponds, fish feeding plant, fish nursery etc by the village 

community has been taken up. The idea of Fish Production Groups 
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was initiated in West Bengal since 1981 and in the recent years SHGs 

have been formed in all the panchayat samitis and khas tanks have 

been allotted to them for pisciculture.(Birbhum District Official 

Website) 

Department of Agriculture 

Many groups have been found to take up agricultural activities 

by taking land on lease for raising suitable crops during the period 

when the owners normally keep it fallow. To supplement both income 

and nutritional support to the people, particularly the women and the 

children a very large number of groups, irrespective of their prime 

economic activities, have been given training on vegetable cultivation 

tor developing good kitchen garden and even to use the roofs of the1r 

nuts for growing vegetabies Ernpr1CJsizln~J on decentrali 

production of TL!cert1fied seeds through 'seed village concept w1tn 

active involvement of progressive farmers, farmers' clubs, 

PACs/societies, SHGs. Encouraging PPP mode in existing government 

seed farms for better utilization of resources. Adoption of fully 

organic Bio-seed villages m each block where an integrated approach 

have to be taken for overall livelihood development. Extended credit 

for short term as well as long term to the SHGs, marginal and land 

less labors for agriculture and nonfarm purpose to achieve 100°/o 

financial inclusion. 

Department of Food Processing & Horticulture 

The department of Food Processing & Horticulture is also 

encouraging groups of small and marginal farmers. Godown for 

storing Sabai grass etc in areas of Bankur, Purulia etc where such 

grass is grown as well as larger infrastructure like food processing 

centre, paddy processing facilities etc have also been constructed in 

large numbers for helping the groups in pursuing their economic 

activities. 
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Animal Resource Development Department 

Animal Resource Development Department have used SHG 

concept to organise and strengthen poor and marginal section of the 

society into women's dairy cooperatives, which are ultimately linked 

up with marketing co-operatives and processing industries. Inputs 

like Chicks, piglets and kids have also been distributed in large 

numbers by the Animal Resources Development department and the 

DRDCs of the Zilla Parishads. 

Genet1c up-gradation programme of Garole Sheep, Bengal Goat 

and Ghungru Pig involving SHGs in the State of West Bengai has to 

be given utmost importance for increase in meat production. 

Capacity building of women SHGs to prepare value added products 

!ike boneless meat, fish pickles, dry fish, fish curry in sachets etc, 

Ministry of Cottage Industry 

Development of Rural Industries i.e. both Agro-based and non

farm industries have an important role in development of the state 

Rural :ndustn•2S rn uae M1cro and Srnali 1ndustrie ad, a v ill 

e'::,, Hanc!icrafts and r·Jandloorn & Textile mdustnes Around 

80 of Srnali and Medium (SMEs) industries fall unde1 Rura, 

lndustnes segment. The employment generated in this sector· is 

highest after Agriculture Development of SHGs for the micm units 

village industries Help iS reqUired to standardize product and 

marketing linkages by Govt or NGOs or any other agencies. Training 

is another important part for the artisans or SHG members to add 

value to their business plan. 
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5.8 Conclusion 

As it emanates from the discussions carried on above the new 

model of PPP seems to be one of the viable options for an effective 

management of natural resources. As governments are overloaded, it 

is essential that we reinvent government not as governing bodies but 

as management institution. Similarly there needs to be a change in 

the nature of people's participation, from mere beneficiaries to strong 

actors. However, government cannot always ensure participation of 

the community especially in situations where community needs to be 

formed. SHG based approach to development is one of the most 

effective methods without any doubt but problems in this pattner·ship 

between the government and the people becomes problematic 

especially in situations where the intricacies of gender/caste/class 

operate overtly/covertly thus subverting the developmental efforts 

and its goals of sustainability, equity and empowerment. Therefore, 

in such situations the presence of a third actor becomes essential 

Nongovernmental organizations occupy that space and can possibly 

emerge as a facilitator in the partnership between the people, the 

government and the NGOs. 

Under the non-government category, organisations like CARE 

promotes informal SHG banking. The process is based on identifying 

and empowering selected Self Help Promotion Institutions (SHPI) in 

promotion and nurturing SHGs and initiate SHG-banking. Presently, 

about 7,000 groups have been promoted by 9 partnering SHPis 

under CASHE project of the CARE and the institutionalisation of 

federations with a focus on community owned sustainable micro

finance model, is providing a lot of learning experience for the sector. 

There are quite a few SHG based projects and programmes. Efforts 

are afoot to converge these initiatives. There are a number of service 

providers in the form of Extension agencies of different line 

departments, NGOs, who are functionally broad spectrum but have a 
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limited scope for developing into a full fledged, specialized institution 

for rendering capacity building services. The Panchayat and Rural 

Development Department have initiated steps for capacity building of 

all categories of SHG. The department has a partnership with Non 

government organisations like CARE West Bengal also in building up 

capacities of the SHGs. In West Bengal, efforts have been made to 

supplement the public extension system through private extension 

machinery like NGOs, Farmers· Clubs, SHGs, Farmers Interest 

Groups, Women Groups, Farmer Association and Farmer 

Cooperatives. They are actively involved in extension services 

~ncludincl technology tra through capa building skill 

cjevelopment and support serv1ces. The following chapter discusses 

the actlvitles cllffer-ent f\J i!l Lnd1a and ,:vorking , West 

Henga 1n the field or natura resource management 
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