Planning and Implementation of SGSY for State Resource Persons
TOT Module - III

SGSY : CRUCIAL FEATURES

1. What’s SGSY?

· A self employment programme to improve incomes of rural households through promotion of micro enterprise

· Building upon the positive features of many development schemes and decades of experiences, SGSY puts together a comprehensive package of approaches and delivery modules

· Introduces activity based clusters (4-5 clusters per block) to facilitate technology and marketing linkages – Location specific schemes

· Emphasis on Group Approach assistance, Nurturing of groups and building their capacity for enterprise

· Revolving fund for all SHGs and Bank Credit Linkages

· Project Approach for Assistance

Target group under SGSY

Poor families:

a) Those with assets who need to improve productivity

b) Assetless & skilled: for skill development & skill upgradation

· Critical role for bankers and line departments

· Multiple doses of credit

· Emphasis on marketing & technology linkage

· Goal: Each swarozgari family should be enabled to earn Rs.2000 per month (net of repayment) in a period of 2-3 years

· Emphasis on recovery of loans

2. How does it differ from earlier self-employment programmes?

· All positive features of earlier self-employment programmes such as IRDP incorporated into a holistic programme of self-employment

· The term beneficiary is replaced with a new term “Swarozgari”.

· A Swarozgari is identified first for assistance and then his/her requirements like training and other supports are provided later as per his/her need

· Activity selected should be such that it will provide a net income of Rs.2000 per month

· Quantum of assistance as per project profile to avoid under-financing. No ceiling of investment

· There is no physical target on number of swarozgaris except that 30% of poor families in each block are to be covered in 5 years

· The target under SGSY is to bring every assisted family above poverty line in 3 years

· The Centre – State cost sharing in SGSY is 75:25 

· Subsidy

· Uniformly 30% of project cost for general category; 50% for SC/ST category

· Ceiling revised upwards Rs.7,500 (Rs.10,000 for SC/ST)

· Panchayati Samities are involved in: a) identifying swarozgaries; b) providing them access to common property (natural) resources which may be required as raw material; and c) business premises and infrastructure at preferential terms

Four main provisions

a) Infrastructure Fund (20% of SGSY allocation)

b) SGSY training fund (10% of SGSY funds)

c) Revolving fund for SHG (10% of SGSY funds)

d) Special Projects fund (15% of SGSY funds at National level)

(These proportions could be changed to meet the local requirements)

· Discretion to bankers in selection of swarozgaris (more proactive role)

· Simplified application forms – 0.5% of loan amount as processing charge

· Recovery based incentives/disincentive to swarozgari/G.P./Panchayat Samiti

· 75% of SGSY assistance (funds and number) to be in activity clusters

· Not necessary to cover all GPs in a block

· Gradually individual oriented assistance to be phased out in favour of groups

· Multiple doses of credit to meet full investment requirement

· Revolving fund for SHGs: 10% of SGSY allocation

· Separate fund for DRDA administration

· Selected activity should ensure a net income of Rs.2,000 per month for a family

3.  a) Group Factor and Social Mobilization

· The group approach enlarged to be a primary approach for assistance under SGSY

· Self Help Groups (SHGs) as part of social mobilization

· Groups based on activity: Can be for men, women, or mixed group; women to be given top priority at least 50% of the swarozgaries to be women

· Revolving fund for all SHGs once they fulfill certain requirement

· Old groups can be revitalized and covered under SGSY in the first year than forming new groups

· 10% of SGSY fund earmarked for group formation and revolving fund; this could vary slightly depending on the specific need in the project location

· DRDA could utilize up to Rs.10,000 per SHG towards training

3. b)  Social Mobilization

· Social mobilization (SM) is a process through which community members become aware of a problem, identify the problem and decide steps to take action.

· It’s a process of involving and motivating interested stakeholders to organize and take action for common purpose

· SM aims at strengthening community participation for sustainability

· A successful SM must be built on mutual benefits of partners with a decentralized structure

· Empowerment is central to the SM interventions 

· It should focus on building confidence trust and respect, increase in knowledge base and enabling community members to participate and become proactive

· SM has two components: Institution development and economic development

· It may be done in four places:- a) formation of community organizations (CO), b) Graduation of COs, c) activating entrepreneurial skills d) implementing priority activities

3. c) Motivation
· It is an internal state or condition that activates behaviour and gives it a direction.  

· It is the key to performance improvement

· Human motivation is based on hierarchy of human needs

· Sources of motivation can be extrinsic (outside the person) or intrinsic (internal to the person)

· Among the external sources ‘imitating a positive model’ or to be a part of a group can be source of inspiration and motivation 

· Providing clear expectation and giving correct feedback may also act as the external factor of motivation

· Skill improvement, setting goals may motivate a person from within

· Money is also a motivator and self-employment provides an avenue for the same.

4. What happens to Training ?

· Skill upgradation and training of rural poor is an important component under SGSY

· A swarozgari or group is identified for SGSY assistance first and the training is provided as per the need later on. 

· Training is as per activity (cluster based) rather than identifying beneficiaries for selected trade

· Advantage is that every trained swarozgari is guaranteed of assistance

· No stipend; for any long duration (more than a week) training, a soft loan may be provided

· Training under SGSY is of two types:

· Basic orientation to all swarozgaris

· Skill development for those who do not have Minimum Skills Requirement (MSR); Skill upgradation for those who possess MSR

· 10% of SGSY allocation to a district could be kept as ‘Training Fund’.

5. Can Artisans be assisted?

· Artisans form a part of target group under SGSY

· Selection of key activities may give attention to artisan oriented clusters

· Artisans will be identified like any other swarozgari under SGSY

· Provisions of tools & skill upgradation for selected artisans shall become part of the project

· No separate targets or allocations are earmarked

· Artisans can be assisted as a group (preferable) or individuals

6. What happens to irrigation oriented schemes?

· Open dug well and tube wells are credit linked

· These schemes should also be preferably for groups on project approach

A.  FINANCING

1.  MODE OF FINANCING

· SGSY is a credit linked scheme

· Banks are the key players under SGSY

· Final selection of Swarozgaris is left to the banker

· Bank loan is the major component of SGSY finance

· Close monitoring of SHG by banks

· Banks are involved in grading

· Bank should disburse the full amount of loan

2. NORMS OF LENDING

· No investment ceiling other than the unit cost 

· Project finance for both fixed and working capital requirement

· Project financing should generate net income of Rs.2000 per month by 3RD year

· No under financing of swarozgaris by the bank

· Rates of interest and security as per norms of RBI

· Erstwhile IRDP beneficiaries who are otherwise qualified can also be considered for SGSY assistance

· Reason for rejection of loan should be communicated to Swarozgaries

3. LOANING PATTERN

· No fixed pattern of lending

· Multiple doses of credit are permissible

· Loans are to be sanctioned within 15 days, upper limit is one month

· Procurement of assets by swarozgaris

· Joint verification of assets by bank and line department

· NABARD refinance for the loan disbursed under SGSY is available

4. RELEASE OF SUBSIDY

· Subsidy is only an enabling component under SGSY

· Uniform subsidy at 30% of project cost (maximum Rs.7500)

· Subsidy of 50% to SC/STs (up to Rs.10000)

· Groups can avail subsidy up to Rs.1.25 lakh or 50% of the cost of the scheme whichever is lower

· Subsidy is back ended

· No subsidy for loans repaid within the lock in period

· Subsidy has a ceiling but investment credit has no such ceiling

5. LOAN REPAYMENT / RECOVERY

· Mid Term loans are issued for five years

· Repayment installment is limited to 50% of incremental net income

· Flexible repayment schedule

· Joint recovery drive by DRDA and Banks 

· DRDA can engage NGOs/individuals on a commission basis for recovery

· Processing cum monitoring fee of0.5% of loan amount to be charged from Swarozgaris

· No SGSY in pantheist with less than 80% recovery w.e.f. 1-1-2001

· Block SGSY committee shall monitor every month, the progress of different swarozgaris

· Waiver of processing fee to swarozgaris who makes prompt repayment of loan 

6.  CONSUMPTION CREDIT

· Consumption loan up to Rs.2000

· Creation of risk fund for consumption credit with 1% of SGSY fund

· Assistance to banks up to 10% of bad loans of Swarozgaris

7.   RISK INSURANCE

· GIC master policy to cover the cost of asset owned by swarozgaris

· Claims payable upto 75% of the sum insured for Permanent total Disablement

· LIC group insurance to swarozgaris aged between 18-60 years:

- Natural death 
Rs. 5000

- Accidental death
Rs.10000

B. SKILL UPGRADATION

WHAT IS THE MAJOR ACTIVITIES IN SKILL UPGRADATION PROCESS?

· Identification of competent training institutions for key activities

· Determination of Minimum Skill Requirements (MSR) for each identified activity

· Training need assessment for each identified activity

· Training plan preparation

· Organizing training programme 

ACTIVITY: IDENTIFICATION OF TRAINING INSTITUTIONS

When to Perform

· During planning and selection of activity 

Who are the actors?

· District SGSY Committee (DRDA)

· Block SGSY Committee (BDO)

What are the critical events?

· Selection of potential training institutions

· Interaction with potential training institutions

· Finalising selection of training institutions

ACTIVITY :  DETERMINATION OF MSR

When to Perform

· At the time of preparing project profiles

Who are the actors?

· District SGSY Committee (DRDA)

What are the critical events/

· Interaction between district SGSY Committee and various line departments and bankers

· Transmission of MSR to blocks, Lead bank / NABARD branches and DRDA

C.  TRAINING

ACTIVITY :  ORGANISING TRAINING PROGRAMME

When to Perform

· After selection of swarozgari and before disbursement of loan

Who are the actors?

· Line departments and bankers at district level and BDO at block levels

What are the critical events?

· Identification of swarozgari with and without MSR

· Assessment of training needs 

· Preparing training plan

· Conducting training programme

WHICH TECHNOLOGY TO BE IDENTIFIED

· Suits the need of the swarojgari

· Can be managed easily by the swarojgari

· Field tested for commercial viability (which fetches at least Rs.2000/- income per month)

· Can be new or upgraded technology

\

WHICH INSTITUTIONS ARE USEFUL FOR TECHNOLOGY MANAGEMENT

· Preferably institutions available in block/district

The institutions may be:

· Line departments

· Technical institutions

· Agricultural training and research centres

· CAPART technical resource centres

· National Research and Development Institutions

· KVIC training centres

· NGOs and other reputed institutions

D. TECHNOLOGY MANAGEMENT & MARKETING

HOW THE COST OF TECHNOLOGY MANAGEMENT WILL BE MET

· 10% of SGSY fund available for technology management

· No stipend to swarozgari for undergoing training

· Soft loan for attending training of more than one week duration

· Assistance to institutions responsible for technology management

MARKETING AS AN INTEGRAL PART OF SGSY

1. SGSY will place greater emphasis on the outputs of “Swarozgaris” and their marketing

2. The availability of markets will be a precondition for selection of key activity. The other conditions being local resources and available skills

3. The project profile of every activity should identify the market availability in terms of size and location of potential markets

MARKET ASSESSMENT

The market assessment of the outputs can be based on any one of the following methodologies:

· Historical experience, if any (in case where existing activity is selected as key activity)

· Exploratory market survey in local or distant markets

· Expert judgement or consultation (in collaboration with institutions having expertise or experience in the area of identified activity)

MARKET SUPPORT

1. Swarozgaris can be guided and encouraged to sell their products in local or distant markets

2. DRDAs will facilitate establishment of appropriate market linkages between “Swarozgaris” and marketing institutions that can provide marketing support namely government, non-government or private agencies

3. The agencies chosen for such marketing tie-up should have credibility and necessary competence.

4. Melas/exhibitions held in semi-urban and urban areas will constitute important marketing channel

5. The agencies involved in providing marketing support will sensitise “Swarozgaris” with changing demand patterns and quality control.

PROFESSIONAL SUPPORT

1. If necessary, DRDAs can hire experts to resolve marketing problems faced by “Swarozgaris”

2. Wherever necessary, infrastructure funds can be used for market survey, marketing promotion and creation of market infrastructure.

E.   PREPARATORY WORK IN THE IMPLEMENTATION

· Special emphasis on cluster approach wherein each block will have the concentration of 4-5 selected activities

· The SGSY committee consisting of BDO the Branch Manager and Representatives of technical institutions will select 8-10 activities based on the availability of local resources etc.

· To place the list of key activities before the general body of the panchayat samiti

· BDO to forward the list of selected activities (about 8 – 10) along with his recommendations to the district SGSY committee for consideration

· To prepare a project report indicating the various elements such as training, credit, technology, infrastructure and marketing requirements in respect of each key activity

· Levels of investment required both at individual swarozgaris level and group levels will be the core material in the project report.

PROCEDURE FOR IDENTIFICATION AND SELECTION OF SWAROZGARIS

· A three-member committee consisting of the BDO, Banker and the Sarpanch to visit each habitation in the panchayat to select individual swarozgari. Care to avoid overlapping / duplication with other schemes

· The final selection of the required number of swarozgaris rests with the banks; 

· Finally selected swarozgaris must be sanctioned loan. Reasons for rejections should be communicated

· BDO to arrange for filling up of the application form by the potential swarozgaris

· Care to be taken to ensure that the proforma prescribed by the banks is simple while however satisfying the legal requirements

· Swarozgari to procure the asset within one month from the date of release of the amount by the bank

· The DRDA and Bankers are to ensure that good quality assets are procured by the swarozgaris

F.  COMMITTEES CONSTITUTED AND THEIR ROLE IN SGSY

· Four Committees are to be constituted viz., Block Level SGSY Committee, District Level SGSY Committee, State Level SGSY Committee, and Central Level Coordination Committee.

· The Block Level SGSY Committee to monitor every month the progress of different swarozgaris besides identifying the key activities and finalizing the list of villages

· The District Level SGSY Committee to consider the list of key activities along with recommendations thereon given by the Panchayat Samiti

· The State Level SGSY Committee to review on quarterly basis the findings of the qualitative monitoring

BANKERS’ ROLE IN IMPLEMENTATION

· To ensure that the unit cost in terms of loan and repayment schedule are as per the project profile in respect of each key activity

· Under no circumstances either part financing or under financing should be resorted to

· To disburse the subsidy and loan as per the guidelines covering the back-ended subsidy

· To disburse the amount only after the successful completion of the skill training by the potential swarozgari

· To set up SGSY Cells in their Controlling Offices

G.  MAJOR ROLES OF OTHER AGENCIES IN IMPLEMENTATION

DRDAs

· To make special efforts for forging linkages with Banks in planning and credit mobilization

· To prepare Annual Action Plan and perspective plan

Zilla Panchayat

· To make a general review of the performance

Line Departments

· To ensure timely implementation and monitoring of respective sectoral activities

NGOs

· To extend help in group formation and monitoring of SHGs

Panchayat Samiti

· To approve key activities identified for the block

· To review the recovery performance

Gram Panchayat

· To approve the list of BPL Families

· The Sarpanch as a member of three-member committee to identify potential Swarozgari for taking up designated activity

What are SHGs?

· Self-Help Groups are Voluntary Associations of People formed to attain a Collective Goal.

· People who are homogenous in terms of socio-economic background or traditional occupation come together for a common cause for the benefit of group members. (The PIAs and SHPIs should appreciate that all rural poor above the age limit of 18 could be organized into SHGs.  Unfortunately in a few states such as Jammu and Kashmir unmarried girls are not allowed to join SHGs on the assumption that after the marriage they will leave their parental home / village and therefore they will withdraw from the SHGs.  In a few other states, some of the rural poor are not organized into SHGs for the simple reason that they do not belong to a group of artisans producing products with distinct identity.  This rationale denies the rural working poor to become members of SHGs and derive the benefits. 

What is social mobilization?

· Social mobilization is the process, which involves intensive interaction with the community and the BPL families, create understanding about the Programme content and facilitate them to come together, participate actively and take decisions on all issues concerning their Development.

Steps in Social Mobilisation

· Designating a Facilitating Agency

· Orientation to Facilitating Agency

· Selection of Villages/Habitations

· Intensive consultations with the Community

· Dialogue with the members of BPL households

Entry point for SHGs

· Thrift and Credit

· Any other activity of local felt need which promotes cohesive group

Guidelines for SHG formation

Three Stages for SHG

1. Group Formation

2. Capital Formation

3. Economic Activity for Income Generation

· SHG to have 10-20 Members

· Members from BPL families

· Not More Than One Member from a Family

· Group Develop Code of Conduct

· Group To Draw Agenda for Each Meeting

· Build Common Fund from Their Own Savings

· Participatory Decision Making

· Group Account

· Group to Maintain Basic Records

In Case of Thrift and Credit

1) Corpus Fund to be used for Loans to Members.

2) Monitor Repayment Schedule

Types of Groups

· Exclusive Women Groups (50%)

· Exclusive Men Groups

· Combined Groups (Men and Women)

· Disabled Persons Groups( 3%)

Focus During the First Year of SGSY

· Consolidate gains made through DWCRA

· Strengthen existing Groups (DWCRA Groups/SHGs)

Prioritising the existing Groups

· Groups already received revolving fund and not effective/not received loan assistance

· Groups not received revolving fund.

What is Facilitation?

· Facilitation by definition consists in assisting, promoting and helping the beneficiaries do their job more effectively and not doing the job for beneficiaries.  In other words facilitation is guiding the people to ensure their active participation in the process of their own development.

· Promoting/Facilitating SHGs

· Facilitation can be from an NGO/GO or a team of both

· It consists of helping people to come together

· Guiding people with similar felt needs to think, discuss and search alternatives

· Assisting in literacy inputs

· Helping Groups develop rules, procedures and bye-laws for working

· Encouraging SHGs to have links with Banks

· Building Groups’ capacity through training and interaction

Grading of the SHGs

Objectives

· To identify and assess strength and weaknesses of groups

· To recommend measures to overcome weakness and develop into strong group

· To facilitate bank linkages with SHGs accordingly

Who will do the grading?

1. Implementing agency (DRDA/NGO and Banker)

2. An Independent Professional agency and Banker

Indicators for Grading

Eg: Thrift and Credit Activity

1)  Regular savings

2) Regular monthly meetings

3) Rotation of thrift

4) Democratic leadership

5) No. of times internal loaning undertaken

6) Number of women who got loan

7) Recovery of amount

8) Velocity of corpus utilization

9) Quality of book keeping 

Management of Revolving Fund

· Revolving Fund becomes a part of group common fund

· Group common fund constitute Savings+ Interest+ Revolving Fund

· Group should discuss and prioritize the Credit requirements of the members (consumption and productive)

· Repayment schedule and interest rates fixed by group members on consensus

· Ensure prompt repayment and recycling of Revolving Fund

Economic Activities

· Two types, Group and Individual

· Loan cum subsidy for individual members through Group approval, Group Guarantee and Group

Monitoring of Repayment

· Back end Subsidy

· Individual subsidy Ceilings: Rs. 7500 (Rs.10000 for SC/ST)

·  Group Subsidy Ceiling Rs. 1.25 Lakh
Building Village Level Federation (VLF) of SHGs 

· Membership eligibility 

· Size

· Scope and limits of VLF

· Responsibilities of member SHGs

· Defining the role, duties, responsibilities and rights of general body, executive committee and office bearers

Duties of General Body

· Electing executive committee members

· Approving the audited annual budge of the VLF

· Monitoring the developing works taken up by VLF

· Approving amendments to by-laws of VLF

· Planning for future development of the SHGs 

· Appointing auditors for auditing VLF accounts

Rights of General Body

· According admission of new SHGs

· According admission into higher level and or other lateral bodies / federations

· Deciding on the honorarium to the office bearers and payment to workers

· Removal of SHGs’ membership 

SHG Federations (At village level)

What is federation ?


A federation is a network of SHGs formed at village/cluster or a block level with representatives from each member SHG with the specific role to perform.  It may be governed by an executive committee selected by the general body of the federation consisting of all members of participating SHGs for a specific term.  Some benefits of the federations, which can be derived by the SHGs can be listed as under: 

a. Bridging the SHGs with the government and non-government agencies and community at large

b. Facilitating SHGs borrow loans from banks; 

c. Lend short term, small loans to member SHGs, 

d. Helping SHGs gain access to health and micro-insurance services

e. Organizing and awakening the poor with in the village

f. Monitoring, supervising the performance of SHGs with in its fold

g. Training the office bearers of SHGs for larger responsibilities

h. Forging networks with external agencies 

Duties and Responsibilities of VLF Office Bearers

President

· Preparing the agenda for VLF meetings

· Conducting the VLF meeting

· Presiding over the General Body Meeting

· Ensuring that the meetings are conducted properly

· Implementing the decisions taken by Executive Committee

· Supervising the duties of Vice President, Secretary, Joint Secretary and Treasurer

· Operating the bank account along with Secretary

· Promoting the affiliation with other institutions

Vice President

· Performing the duties of President in his/her absence

Secretary

· Helping the President and Treasurer in discharging their duties

· Ensuring the proper book keeping and record maintenance

· Arranging for the timely and proper audit of VLF’s and member-SHGs books of accounts

· Operating the bank account with the President

· Supervising the works of staff and arranging for the approval of their expenses

Federations

· Corresponding on behalf of VLF 

Treasurer

· Operating the bank accounts, maintaining cash books

· Collecting all payments, loans, fines etc., and issuing receipts for the same

· Arranging the payments towards the approved expenses of VLF

· Assisting the President, Secretary, Joint Secretary in arranging the meetings of the VLF.
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