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IOIRWAIRD 

ACC IN iltltl-ilat ional /A l',I a t-ivalt* nun-profiL organization 

wai contract ed* by the ft ice of lr'ban Ioevite , DLveloluent Siplp)ort 

Bureau Aglncy fur lilLernutionail tvluoll tiiiiLto study li)jet1 t wIhichi 

asu Led Ilie sama Ii t economic act iv it ies of
, i 

thehorban poor. A i EC' 

was to doLtimi le if it were pos ible to reach thie tiny elltelprils 

in large olulitb rs aid at low cost. If it proved feasible to ilit Isa 

sjctor, proecta wonldho developed with local ugencies and All) ii ions. 

AlTEC: contracted two other nil proiiL organizations, Partner

.;hp for Iroduct i vity fill- Asia and tLe Ilevelopment Group for AlLrnaLive 

halic:iet fillr Alri c to carry lut the research and project development 

plaso I f tlisa work. Ili urlI A If'C would direct the projeet, Complete 

tli 1i01l work for Latii Aie:iai and syntlieize te results of the invesut

,rli0 p-ogrlmli beogan with i series of wot k lhops held in early 

I19/9 to dofinil the rescaroll p-oblllem. In tile aprilg til resesrchrlteasn 

viaited twelty colllt ries to identify projects anld carry oiIt their in

it ii nves. i gilt ions. Ini the Slillmir they cllllclled il-dLlth studiea 

of the moiLt prolling lloiects. 

This volllle of vaise studies is based o)n 'isits to hIldia ill 

F 'brli-y and Atigmll 1).11 olras ll If Partllershlip fill' Pruductivity lidl tile 

field work i1liI wrote this report asl HsLetd by Vargese Kerikaitt. 

* Contrlc t Numboer OS-utrr-C-JOl 13, Small EnterpIris ApproachlesI) Emplylllyent, 
PISCES Plase 1. 
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VOlusie-
 of case stiuies are also availa)le for the Philipille 
,
 
Atrica, and Latin Aerica. A fial report will syittlies-ize the results 
of these studies and slgget practical approaches to develop lew projects. 

'Tlie India case stiius show five approacheS reaching the snmall-
ust economic actlivi ties of tle urban poor. They are summarized as 

fo Ilows: 

- The )ifferential Rate of Interest Scheme is impilementedbanks of India by theto comply withI a governumen t directivethem to Boan one requiringpercent of their portfol io to tihny informalente rprises sector. Currently there are over one million five hundredthousand lens outstaiding; this is by far the largest programi
stud ud
 

Each bank ilmiplments tiis prograil dil fferentlyprojects, , bit, in tha besta haik promotLer would handle a portfolio of'deitify and 
400 lo:ins,new clients, keep the default rate under 107. 

'TheWorking Women's Forumii in Madras coilalioraLes closely withLocal bank and aillthelast IS monhis,nl sdevelop tlieoIngo 
fa Il itat d lons tolg~, ecolilllic eliterlirises

'lhe of three thousandForum relies heavily volunteer women.on group leaders toand supervise credit select
recipients. 
 Using credit as
tool, it an qrgauizinghas provided a forum for these womenilities in to got improved facthe markets, anid tL end police hlarassmlit of hawkers andvendors. 

- linMadras, the National Associattion 
(NAE'SEY) of Educated Sell-Employedfocuses Youthon the creition of new enterprises.workel Olripinallywith high ,clioo I aid college educat ed 

it 
youthto f ind employment, who were ulablenow it cieLates econllic entL-erprises for

iiedica ted pou r 
the 

The revout ionllary me thiothlogy developed
alternative to in NAESEY provides allcomp lex itd costly cooperative schemesvertically by likingintegrated, mittunlly dependent micro-enterprisesa single, economic actLiv i ty such into 

as the producttion and marketling of

muilik.
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- The IlangalurI.ayout started in what was the wore. ,lii in
Bangalore. 
Seven years later famiily ineolea ihude trebledand housing and basic infrastructure are 
greatly improved.
Huch of tihe thrust of this broad ranging community develoment effort ha focused on small enterprise development
this exlplains allimportant part 

and 
of the progress made. 

- TbL Calcotta Y Self Employmient Center began aa a vocational programto provide self employment for educated youthi. 
 Ilowever,
it has developed innovative approaches to hielp peo~ple set 1iptheiar own buisinessea and to reach the mnacll smaller economic 
activitietsof rural dwellers.
 

This volume of case studiei will be useful 
 for any practitioner, 

pLinnur or funder who hopes to upgrade existing emiployment aid income 

programs for h poor or create new ones.
 

Queations and inquiries should be 
directed to AI'EC, 10-C Hount 

Auburn Street, Cambridge, Hass.. 02138 or to Partnership for Product

ivity, 2311 l8th Street, N.W., Wanhington, DC 20009.
 

re Ashie 
'ProjectIls Director 

Ex,.!cutive Director, AITEC
 



TABLE OF CONTENTS
 

Page
 

Indian Government Policy and Mechanisms of Support 
 1
 
to Tiny Urban and Village Industries
 

Differential Rate of Interest Scheme 
 12
 

The Working Woman's Forum 
 19
 

National Association of Educated Self Employed Youth 
 34
 
(NAESEY)
 

Bangalur Layout 
 48
 

Calcutta "Y" Self-Employment Centre 60
 

Conclusions 

77
 



INDIAN GOVERNMENT POLICY AND MECHANISMS OF SUPPORT TO
 

TINY URBAN AND VILLAGE INDUSTRIES
 

Tills study Is concerned with Income-generating activities of
 

the very poorest members of the community. India defines tihe "poorest
 

as those families with incomes of less than Rs. 
3,000 ($375 U.S.)*
 

a year for urban dwellers 
or less than Rs. 2,000 ($250) a year for rura
 

dwellers.1 
 This sector will be defined as that sector 
in which
 

the :poorest: Indians are self 
employed in manufacturing, in the
 

services, or wholesale of retail trade.
 

Tile predominant activities are 
hawking and vending, petty
 

trading and preparation of cooked foods. 
A sma ler number of firms
 

manufacture goods requiring little mechanization and very 
 small 

investments, 
such as sandalj, clothing, simple toys or jewelry or
 

the upper portion for shoes. 
 A typical range of investment for
 

The Indian Government defines "small" industries as thosewith investments In plant and machinery of less than RS. 1,00(0,000
($125,000 U.S.). "Tiny" Industries are those with investment of lessthan Rs. 
100,000 ($12,500) in plant and equipment located 
In towns

of populations less than 50,000. 
Khadi and village industries are

defined by a list of 22 
types of artisan activities which are assisted

by the Khadi 
 and Village Industries Commission. Sometimes the term"cottage" Industries Is applied to "traditional" activities such as

hand loom and 
to similar scale activities, like match making, with

Investment in plant and machinery of less than HS 
10,000 (($1,250).
There is no terminology for commercial activities since until 
recently,
 
no assistance was available to 
this sector.
 

Since none of the Indian Government termimilogy described ahove
fully covers the subject of this study, 
we will describe our sector
 
of interest 
as time"informal enterprise sector."
 

*All dollar figures given in parenthese; are 
in I.S. dollars.
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such commercial or manufacturing activities would be from Rs. 
2
 

(S.38) to Rs. 
1,000 ($125.00).
 

Tile Size of the Informal Enterprise Sector
 

The Indian 
Draft Five Year Plan, 1978-83, estimated a total
 

labor force of 265.3 million, if present trends continue, the labor 

force will expand by 29.5 million bv 1983, in other words, by six 

million a year for the next five year!;.
 

The largest number 
 of new jobs will be absorbed in what tile 

Indian Plan calls "informal or Unorganized Employment." By Indian
 

definition, this 
 Includes agri(cIlture and allied activities and the 

"entire small unit. sector" which, In 1971, employed (I% of the tatal 

labor force. An astonishing 67% of the unorganized work force is 

self employed, mainly In tiny enterprises. The non-agricultural labor 

force In the Informal sector in 1978 was 43 million. Tihe plan 

estimates that 
the informal enterprise sector will need 
to absorb
 

at least 
1.5 million new workers a year.
 

Government Attitudes Towards 
the Informal Sector
 

It waq Prim, Minister Nehru's dream that India should be an 

industrialized nat ion, providing a desirable standard of living 

to all its citizens. The early Five Year Plans reflected this and 

emphasized heavy industries. The emphasis began to shift in later 

plans: first toward emphasis onl rural Khadi and handlloom industries;, 

(reflecting (Gandi's philosopihy of development), then increasingly, 

to other small and viilage industries is well. ly the time the 

lmnata l'arty came to power in 1977, the pendulm had ;wling away 
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from large scale industry and the emphasis was fully on rural and
 

village industries.
 

In December of 1977, the new Janata Government stated:
 

The emphasis of industrial policy so 
far has been mainly on
 
large industries neglecting cottage Industries completely and
 
relegating small industries 
to a minor role. It is the firm
 
policy of this Government to change this approach.
 

The main thrust of the new Industrial Policy will be 
on
 
effective promotion of cottage and small industries widely

dispersed in rural areas and small 
towns. It is the policy

of the Government that whatever can be produced by small and 
cottage industries must only be so produced..."
 

Central Government Implementation
 

Government programs to impleme,,t 
this policy are elaborate.
 

One important component 
 of these programs is the Small Industries
 

Development Organization (SIDO) under the Ministry of Industry.
 

Headed by the Development Commissioner of Small Scale Industries. 

SIDO has an extensive network of services, including 25 Small
 

Industry Extension Centres. In addition, 
it coordinates the devel

opment of District Industrialization Centres to assist small and cottage 

industries in all 480 districts.
 

Under the Ministry of Commerce, there are 40 subsidiary cor

porations to deal with specific needs, these include: Commodity Boards 

in 7 product areas and Export Promotion Councils in 16 product
 

areas. The Handicraft Board is the coordinating body for four 

Agencies: the Khadi and Village Industries Commission, All-India 
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Ilandloom Board, and Small-Scale Industries Commission. Each of these 

agencies has the capacity to provide technical and financial assistance 

to informal sector entreprtneur;. 

State-Level Ma chinery for Iplement at ion 

Each qtate has its own framework of programs, but all frame

works generally follow the same pattern. As an example, let us 

examine the propiams of one state, 'l:imi I Nadij. In Tami I Nadu,
 

the St te l)epartment of Ilridust ies and Cime'cie coord inates State
 

o,,overnient 
 ict vit ie:; fr smal I and *ofttage indh;t r ies. The Di recto)r 

of Indu ;i r ies and C( imo rct is a ISo ('h; i malt of t ,' Tami I NaIlil Saml 1
 

Indust ries I)eve lopmnent 
 Corporat ion (S ID(l) . sII)CO manages 8 iniss;trial 

estates, provides hi re-putrchalse machinerv to 1135 entrepreneurs, 

ielps procure raw materials ;iln ilmarkets, d(] provides margin money 

to the tily sector in rural arpas. It ilso works with tile a;lmil 

,Nadii Industrial Investment Corporation to provide loas r;nginll 

from as low as Rs. 5,000 ($625.00) up to Rs. 1,500,000 ($187,500.00). 

In Tamil Nadu, the Kliadi and Village Industries Board, 

(KVIC), operates 124 administrat ive centers, 360 craft and textie 

4centers, and 205 village industry units, which include 60,000 

small producers, many who are organized in 3000 cooperatives. Their 

act ivi ties are primarily rural. They are engaged primar i Iy in palIm 

produc t production (50%), Khadi (25/), non-ed ibleIi I , and soap 

products (15Z) and honey (7%). The basic activities :,f til, Board 

inclide the formation of cooperat ives, assistance toi st-ire bank 

http:187,500.00
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financing, new processes research and development, producer regis

tration/procurement of 
 raw materials. marketing, and training. 

In addition, it 
can provide loans in amounts as 
little ;Is Rs. 500 

($62.50) at 4% interest for five years and technical assistance to 

22 traditional village industries.
 

The KVIC has received directives from the State Director of
 
Industry to expand into match production and sericulture. These
 

two program are expected to generate 30,000 new jobs in 
 the State 

over the twonext years, of which 2,000 to 3,000 ;re to inbe 


Madras.
 

The Tamil Nadu 
 landicrafts Development Corporation (TNIIDC)
 
provides assistance to handicraft 
 industries. It runs 20 sales emporiums 

12 training centers, 3 producrion centers, and 
is heavily involved
 

in foreign exports. It also helps artisans obtain raw materials and
 
loans and provides technical advice 
on design and production. 

The Industrial Cooperatives Department (IDC) is responsible
 

for the creation and support of industrial cooperative societies 
 in the 

the state. There are 400 societies producing other than craft 

items, but there ip some overlap; assistance provided similaris 

to TNIIDC. 

The Tamil Nadu Ilandloom Development Corporation provides 

assistance to the over 4 million weavers in the State. 

The major orientation of these programs, however, is rural 

Since it is the mandate of PISCES to focus on programs which reach 

urban enterprises, we will examine programs in Madras, a large city in 

the State of Tami Nadu. In particular, we are interested in the clsr;c
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istics of businesses in the informal sector and the ways in which 

they are assisted. 

Madras CitLy Resources for the Informal Enterprise Sector 

Madras is neither typical nor atypical of India. The Tamils 

are more entrepreneurial than many Indian people, but less so
 

than the Gujeratis or Bengalis. 
 Madrat, is a major industrial city 

of India. It has a large concentration of heavy industry, including 

automobile production, but several other citie. employ more people 

in large-scale indust ry. Estimates (if the population of Madras,
 

range up to six 
million people, depending on how the boundaries
 

are defined.*
 

Datum on employment in 
 the inftorinall sector in Madras are incon

sistent, but these figures are indicative: one World Bank report
 

estimated 900,00 persons, 
 or about 50)percent of the work force,
 

ire ti.ploi-d 
 in hu i00,s t itsemplving less thaln I0 people;
 

in tie 1971 census, 88% of the establishinientit surveyed 
 had fewer
 

than 10 employees.
 

Informal 
sector enterprises are everywhe-e among 
the poorest
 

groups. They seem to be the major source of employment for the poor 
and the poor buy most of their food, clotling, and other household 

goods fronm informal sector enterpriset s. The 'a;ma is triu tl manui

factured goods, the poor buy the majoritv (if goods prtoduced bv in

formal. sector producers. Because of population growth, there is a 

constant increase in demand for the bas it retiihing and wholesaling 

*3 million is a more conservative figure. 
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services of these entrepeneurs.
 

The informal sector is characterized by relative ease of entry 

the amount of capital investment required is ,;mall, the mortality
 

rate of such activities extremely high. Family 
 needs and other
 

pressing problems 
use up the little capital accumulated, pushing
 

businesses 
deeper and deeper in debt to money lenders. Many are
 

forced to flee the community to escape their debts.
 

Financing Small Literprises
 

Many small enterprises* are financed through personal 
 savings 

and loans from families or friends. When more capital is needed,
 

these entrepreneurs are most likely to turn ot the money 
 lender.
 

Vendors often obtain unsecured loans of 
 less than Rs. 100 ($12.00)
 

at an interest charge of 10 percent daily. 
 Thirty day secured 

loans carry 20 to 40 percent monthly interest rates and can be 

obtained at 60 percent interest per month. Money lenders also have 

a social role to fulfill. They may give advice on running businesses 

and help in time of family crises. 

However, with interest rates so high, the money lender system 

does not allow the tiny entrepreneur to accumulate capital. 

Owners of these businesses rarely hope to break out of the closed 

*Examples of enterprises are (1) retail: vendors of fruit,
vegatables, flowers, candy, newspapers; 
(2) service: bicycle repair,
barbers, key makers, launderers, hand cart puiller; (3) manufactutring:artificial flower basketmakers, makers, blacksmiths, bangle makers,
sweet meat making, doll making, bakers. 
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ecOfllnlic system and escape povertv. It is widely reci) izedlth;lt some
 

Sort of meclaiism is needed which wil I break into this svytem anl 

theiiloI)w informal sector elntrepenelir to bre;ik (itit of this system 

s-o he hcail ,iii t ) ; .TllI iai at e cap;v i t 

The most i t ii[; lib]it" f i narlil'il miCnismi sm for he ililfl-rm;ll 

;'t(ili" entrepreneur is the Diifferent i,il Interest Rate (I)IR) shee. 

In, Madras, 1as in the rest of x-- ia, lblnks have been directed to lend
 

at least 1% of their portfolio to the "weaker sector" at 
 47 interest. 

In [978, 1% (if the loan portfolio woijld have been Rs. 54.12 lion 

($6,765,000). 
 Actual lending tn the we,tker sector if) 19/8 was
 

Rt, 50.4 million ($6,300,000) accordin', 
to the reports of 13 of tlie
 

15 major banks. These fi o-es 
 rellresent A 24 7 vearl, incr ease 

sinue 1916. These banks loined between 0.27, and 4.4% of their 

portfolios to tile "weaker sector" in amounts from Rs. 50 ($6.25)
 

to IRs. 150( ($1,875.00).
 

ElIabotrate central 
and state g(Vernment proigrams also assist 

entrelireneurs 
in Madras. Manv of these are being channeled througlh
 

the newly-established 
 District Industrialization Centre (DIC). 

There is only one Cityv agency chargeed with assistance to thi 

sector: Lhe Community levelopment Wing, Madras Met ropolitan Devel

oment AthoritY (,IDC) handles cooperative development sni marketin. 

for urban -lum dwellers. It identifies useful 
small business prci
l

ects and then helps slum dwellers romplete the forms necessary ti nobtiii 

bank credit. During the ,MIMDChelped 130 people obtain leans. It plan, 

http:1,875.00


-9

to create 5,000 new jobs during the coming year. 

Observation- on the Operation of G.overnment Programs
 

The elaborate organizational framework described 
 above is designe 

to reach OL very smallest and poorest of India's entrepreneurs at the 

disl:ric, and block level. However, as often theis vase in countrivs 

with much less extensive assistance activities, those who receive
 

assistance from these programs 
are generally those who are better off.
 

The new Five Year Plan admits "...assistance was provided mostly to
 

relatively large industrial units in and around the metropolitan urban 

areas." 

There are good reasons for this. By and large, government
 

services to small industry are quite expensive. difficult to
It is 


justify this expense when tile enterprise involved may have a daity 

sale of Is. 24 ($3.00) or less. Another problem is the training and 

orientation of staff. Government technicians are generally university
 

trained and their predisposition 
Is to work with larger enterprises,
 

whose needs they are better prepared to understand. 

The new Indian Plan suggests a solution to this problem, which 

might be sunmarized as "better targeting." It proposes a 

special focus on needy groups and a fine-tuning ul program 

requirements so that staff are forced to serve the needy group. Ths 

is being done with considerable success the area.in credit "Better 

Five Year Plan, p. 176.
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target iig" also translates as better planning, support and 'oordinat ion. 

So far the programme for the development of different rural 
and ;mail Industries have consisted mainly ceirtainof !iscal 
Ineasures and a number of scheMeS for providing a snistait 
and facillt.es in different forms to ill tvpg- of these indu;
tries, without a careful asses ;ment if their appropriatenes;,
and viability. Thin absen.e of locui; and p.,rspectiv has bh-er 
responsible to a Iarge extent for it rfcknos The re
fore, it Is aow proposed to deveI ownientformulatv progrimi; ?or 
some slected industries based on (i) In-depth studies .,f
their present position, and potent ial probelsm; (I I) "growtth" 
areas based on detailed ',nventories of the existing and potential 
resources of blocks and districts to be selected for lntvg;'ated
rural development Inclusing tribal, hill otherand backward 
areas. by concentrating on a smnaller number of careful lv chosen 
Induitries and areas, the pitfalls of th approach adopte!d so 
far will be avoide;d.* 

The tool created to imple:nent this new strategy is the listrict 

Industrialization Centre. These Centres, which already exist In 

350 districts, are to be responsible for "targetting" and thus assuring 

adequate support from all 
the needed resources, located 
in whatever
 

agency to assure 
program success. This is an extremely ambitions
 

undertaking. The Centres are new and It remains to be ;een If they 

can succeed in pulling together a wide variety of agencies and vested 

interests, who will inevitably be jealous of their prerogatives, into
 

a united effort, where each will have to give up some of it!; inudiv

iduial decision-making power to the Ceititc. Whatever oltomv,tl- the 

give Year Plan, p. 179.
 

http:facillt.es
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effort Is a laudable one and should be ttitl icd by (Atlhr counltros 

with great Interest.
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Commerical Credit for 
tie Poor
 

01 FFRENTiAL RATE OF INTEREST SCIIEME." 

One of the most interesting Indian programs is the Differential 

Rate of Interest Scheme (DIR), which ha!; reached larve numbers of the 

productive enterprises of the poor. This Scheme provides loans
 

for "product ive endeavours" onIv to those with 
family incomes less
 

than Rs. 3,000 ($375) per year in urban areas (less 
 than Rs. 2,000 

($250) per year in rural areas). Loans range from Rs. 50 ($6.25) to
 

Rs. 1,500 ($1,875 1U.S.) fo:" working capital and up Rs. 5,000 ($625 u.s. 

for fixed capital. Terms are 4% interest, with no margin requirement.
 

Working capital loans must be paved back in two years or less, but com

mercial activities such as bakers and vendors usually repay the loan!; ti 

the end of the first year. Fixed capital loans must be payed bacl in 

five yeats, with a grace period of 
not more than two years.
 

The Keserve Bank of India rediscounts money to Indian banks,
 

which in turn loan to poor people. Government owned banks (which 

since 1969 include almost all large banks) are required to allocate 

1% of their total loan portfolio to this program. Smaller, private
 

banks may do so at their discretion, lip to 85% of the lending is 

guaranteed under the Credit Guarantee Scheme of the Reserve Bank of 

India. This is a heavily subsidized program since the Reserve fank et 

India estimates it costs the banks 8 1/2% to raise and administer con

ventional loans. No one outside the individual banks has systematicall 

assessed how much it costs to administer these small loans, although 

several people in individual banks estimated the costs at around 13 
1/2 
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Apparently, banks lntdo make use of the Credit Giarantee 

Scheme to recover losses under DIR, which accounts folr some of liLh, 

high administrative costs. Trhe Reserve Bank of Indija, which is
 

responsible for Scheme, also
the is responsible fori ank audits.
 

Since commercial banks would rather not 
 report high default rates, 

only 291 of the 748 commercial banks eligible to participate in the 

Credit Guarantee Scheme do so. 

The DIR Scheme began in 1972, but for several years, its 

reach was modest. Initially, banks were only required to allocate
 

of 1% of their loan portfolio to the "weaker sector." With the 

new Janata Government, there was pressure to 
 expand this Scheme
 

and other programs to benefit the poor. 
 Banks were required to
 

invest 1% of their portfolio to the Scheme. 
 fly December, 1978,
 

there 
were 1.5 million loans totalling Rs. 900 million ($112.5 

million); the average loan size was Rs. 
556 ($69.50). Total 
com

mercial credit in 1978 was approximately 185 billion ($23 billion).
 

This means that slightly less than 1/2 of 1% is currently being 

allocated to 
the DIR Scheme.
 

A significant number of the very poorest people have received
 

loans from this programbut what is the impact of this assistance? 

Bank officials with whom spoke aI paint mixed picture. The banks 

are under heavy pressure to act but many are at a loss how to best 

proceed. Staff training, except in a few bLnks such as Canara, which 

have had a long-term comnitment to the poor, does not prepare bank 

personnel for this type of program. 
 In addition, such hank branches 

must "adopt" a Bankvillage. personnel moott go to a village, identify 
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neei s and work with the viI agels to respond to these needs, not 

only in the foi of f inance, but in other ways is wtellI . Some 7(),0f0(
 

ImdJin villages have been "aopled" in Ilhis way.
 

Some hank personnel have aidapted to this new type oI soc ial 

reipio sihiliL v, but it has b en difficult lhr the vast majority.
 

Banks are judged by the 
vli ine of mon vy they loan, repayment r;lites 

bank profits. There is no fitvancial incenlive for bank personnel to
 

perform lie new tai 
ks wel l.
 

As a restltI , some banks have bad 
 repayment records and ald

ministrative costs are very high. Bank officials "hinted" that
 

t in ii11I ! repaymeiit
.11;e ;, iate may lbe as lw as 10-12%.
 

This )iCture was 
 far from universal. Banks are desperately 

seek i n for ways to increase the niumber of loans provided and at 

the same t ime reduce administrative costs. Ihis has led to consi

derable experimen tation. I saw successful bank programs in Banga

lore, ladras al(]Calcutta, which 
either titilized their own carefully 

developed staff or coolpiatel with voluntary agencies to increase their 

outreach, atnd itc rease their reilayments rates to above 90% (and in tile case 

above 99%) while significantly reduting overhead cost.s
 

In Calcutta, tite 
 Bank of Baroda maintains a Hilt i-Service 

Agency Branch, which exists sole_.y to make :mall loans tnder this 

ant other schiemes. (There ire Mliulti-Service Agencies in other nitie)), 

Four thotiasand loans arte outsatandintg between Rs. 501 ($6.25 U.S.) and
 

Rs. 15,(00 ($I,875 1.S.). Only some of these loans are provided at 

4% interest ttnder )IR. Tilt! majority are at the tlmmercial interest 

rate of 127. According to tile Branch Han:get, liver 9)"' l tIte loans made 
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ialve been repayed and only 15% have made one [r more i.t. i'aviliteL .S. 

The staff of the Branch consists of the Man'ager, 10 loan
 

Collectors and 
 support staff. Collectors are r Sp0o0Siie for approx-

Imately 400 loans and visit cilients at least Once a inonth to
 

collect paymelts. l.oan Collectors also identify potential lo.1In
 

recipients 
 relying on references from chose alirevad receiving loans
 

or neighbors. Collectors try to group 
 loan recipients to make super

vision easier and 
 to develop groups of neighbors who will vouch for 

each other.
 

Loan applications are a single page and 
 can be processed in
 

one week. Loans are approved in batches 
after a brief individual in

terview of the applicant by the Manager.
 

The Multi-Service 
Manager hopes to increase thie Branch's 

portfolio to 6,000 loans using the same staff. Administrative costs
 

can be reduced while 
 keeping repayment rates high, bec:ause the staff is 

dedicated, does careful follow-up, and ma intains good rapport within the 

cotimiunitivs of credit recipients. Fte staff haive B.A. 's and 

collectors make shbout Rs. 700 ($87.50 U.S.) a mointh.
 

The Bank of Baroda has 
 a similar Iran'lh in Madras. Through 

June, 1978, this branch had anade about 2,(000 loans ti "small horrowers," 

averaging Rs. 1,572.00 or ($197 U.S.). The average ltoan to vegetable 

ventiors was Rs. 671 or ($84.00 U.S.). Ninety five pervent of these 

were regular loans at 11% interest for 3-5 years;
 

*These two pages are drawn in part from: Simon Fass, "In
ventory of Institutions and Agentcies Engaged in tile Promotion
of Small Fnterprises in Madras," Unpobl ished paper for World 
Bank, June 20, 1979. 

http:1,572.00
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the remaining loans were under DIR. 
As of September 1978, the
 

overall rate of overdue accounts was 8%. Sixteen payment 
collectors
 

on motorbikes supervise the 
loans.
 

Although these examples from the Bank of Baroda are exceptions,
 

in general, bank officials 
are not pleased with their loans 
to "small
 

borrowers" because of high administrative costs and high default 
rates.
 

These problems were mentioned frequently:
 

1. good entrepreneurs 
are hard to fird at 
this level;
 

2. 
borrowers receive loans from several different banks;
 

3. loans not 
used for productive activities and may

be relent at 
higher interest rates;
 

4. borrowers lack knowledge of 
technical areas and 
market
 
condit ions;
 

5. 
bank staff have difficulty supervising widely scattered
 
and often highly mobile borrowers; 

6. 
borrowers often need other support services, 
(day care,

medical help, etc.) 
to continue their business and
 
repay the loans;
 

7. small borrowers are highly vulnerable to market 
fluctuations and are more likely to go bankrupt
than larger borrowers. 
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Pulling together scattered information and making a number 

of assumptions, it is possible to estimate the program's
 

break-even point. 
 With a Manager, 10 Loan Collectors and support
 

staff, the administrative overhead for the 
branch would be about 

$25,000 per year. Assuming these small borrowers have njo 

deposits, the 
cost of the money to be loaned to the branch would be 

about 5%. The Loan Guarantee Scheme will cover 85% of the defaulted 

loans. Here we assume 10% of loans are defaulted.
 

With 4,000 loans at $400, bethe total portfolio would 


$l,600.000. The interest paid 
per year, would be $160,000 less 

$16,000 for the interest lost on defaulted loans, or $144,000. Costs 

would be $25,000 for administrative overhead, and $80,000 for the 

cost of the money to the bank, and $15,000 for other expenses. The 

cost of defaulted loans would be $160,000, but 85% 
or $136,000 would 

be covered by the Guarantee Scheme, for a net loss of $24,000. 

To sum up In order for the bank to break even:
 

Income:
 

Interest 
 $144,000
 

Expenses
 

Cost of Money Loaned (at 5%) 80,000
 

Administrative Overhead 
 25,000
 

Net Loss of defaulted 
loans 24,000
 

Other Expenses 
 15,000
 

Total Expenses 
 $144,000
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The 	 above analysis has shown us: 

I. ,Administrative overhead costs 
are the least important 
factor. Staff size could he increased by half in the 
above case (from 10 to 15 Collectors) and more than 
cover their costs by a lower defatlt rate. 

2. 	 The volume of loans is far more important to profits
than are administrative costr. 

3. 	 The loan guarantee is essential to a small business 
program. Without the guarantee the default rate could not 
exceed 3% for the bank to break even. 

If interest rates are increased to 13 1/27, a 

figure some bankers told me was their break-even point, the bank 

could absorb a default rate of 5.57. At lh7 intere:;t it 'ould 

absorb P', and at 25% interest, it could absorb almost a 15% default ratr. 

Bankers, however, think it unlikely that the central government 

would allow them to increase Interest rates to recover their costs. 

They also think the government will continue to pressure them to 

increase lending to small borrowers. Therefore, they are seeking 

to transfer some of their costs to other organizations that are
 

better able to identify and supervise clients. The following case
 

studies present successful examples of how thin 
can 	be accomplished.
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The WORKING WOMEN'S FORUM
 
55 BhItm Sena Garden Rd.
 
Madras 600040 
 India
 
Executive Director; Jaya Arunachalam
 

Program Development
 

Tie Working Women's Forum was 
registered 
as a Society In
 

April, 
1978 to mobilize self-employed lower and lower-middle class 

working women 
to Light to 
Improve their economic, social and pro

fesslonal 
status. Although many were involved in its creation,
 

the Forum emerged largely through the efforts of one 
 women --


Jaya Arunachalam.
 

Mrs. Arunachalam 
 is an agriculturist, writer, journalist and
 

social worker. With a B.A. 
 In Geography and Economics, she had for
 

many years been extremely a-cive in 
 the National Congress Party as
 

well as In development programumes 
 for the poor. The split in Congress 

in late 1976 led Mrs. Arunachalam to profound soul-searching. The
 

new politics seemed 
 to be regional and parochial In scope, not in
 
keeping 
 with her conception of national responsibiIities. As a result, 

she withdrew from Party activity In early 1977.
 

her Immediate concern 
was what Lo do next. Friends and well 

wishers had many saggestions. Toward the latter part of 
1977, the
 

monsoons came In earnest, bringing with them the usual rounds of 

flooding and misery for the poor. As in the previous years, Mrs. Aruna

chalam was invited to organize programs such as soup kitchens, and shel

ter for flood victims.
 

As she undertook this work, many local leaders In Madras alproaclu 

her for advice in dealing with the problems faced by these poor 
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people, particularly by the women. 
She addressed groups
 
brought together by these local leaders and these groups
 
expressed a wide variety ot 
needs. 
 In 
talking with many of the leaders,
 
it became clear there was 
a critical need for these women 
to organize,
 
If they were to 
address their own problems. 
 The question was, around 

what issue would they organize? 

As Mrs. Arunachalam continued to 
listen, some 
common 
threads
 
emerged. 
 She was surprised to find that most of the poor women were 
self-employed and not so surprisingly, were being exploited by money 
lenders, governmiit officials and larger b'.s irnesses. Over and 
over again, these women cited credit as their most critical con
strijit. Women were paying a minimum interest rate of 120% a year, many 
were heavily in dab t !o money lienders. T'he women also cited 
poli-e harassment, lack of toilets in market places, lack -if covered 
markets and lack oi day care for Infants as Otiusiness const-aints. 

Mrs. Arunac halam approached the haiks and learned that the 
"small borrowers" program (the DIR Scheme described earlier) was ideally 
silted for the poor women. Furthermore, the banks were toanxious 
work with voluntary organization., which could help them ident fy and 
supervie borrowers. As a result, she helped create the Working. Women's 
Forun as a vehicle for responding to the needs of the poor women 

for credit. 
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1-rogram Goals
 

Credit is seen by the Forum as a catalyst to encourage women
 

to organize. Once organized, however, the Forum has broader goals
 

for Its menbers:
 

1. To federate existing organizations striving for working
 

women, and to establish branches of U',e Working Women's 

Forum In all districts and villages of Tamil Nadu State. 
2. To Inassist improving the condirtlons of working women through 

cooperation and secure for them more time and leisure for 

creative work, cultural activities and rucreation, 

3. To bell; elf-employed women expand their business through 

arranging loans from nationalized banks and to Improve their 
professional and social status by giving the training and 

providing day care centers for their children. 

4. To solve the civic and other prohlems of mnemiers by acting as 
a l ialson agent between members a.ld civic athorities, governni-nt 

and other national an~d International organizat ions. 
5. To mobilize all working women to f~ofight their rIg'itu by 

acting as a pressure gca)up. 

OrBdnp I zat ion 

Initially, tie Forum grew ouu; of another organization, tile 
Vidya Bhartl Trut, a well-known voluntary organization of which 
.Jaya Arunachalam Is Executive Secretary. ThisIorganization runs a 
school, a rehabilitation center, day care centers, and (other !;ervfct's 
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throughout Madras. I -Jaysa' words, this organrization "mothered"
the Forum. Its reputation allowedther to develop contacts with thelndo-G;erman Social Service Society. From them she received an Initialsnrrl I gr;nt and loal which enabled her to form a separate society
which was chartered as the Working Women's Forum In April, 1978. 

The Working 14omel' 
 Forum is headed by a Governing Body. ll isiody is comlo.ised of its PIre'ident, Jaya Aruiachll; Itwi Vice.
l's' sillent,; .r11 EX',-rive Secretary; a Treasurer; auld at 
presentr , 150 group leaders, elected from each 10-50) memher groupas ,citt.j with the Forum. Mo!;t of tile ,;tiff vOituuteer their time. 

The paid staff of the Forum is the Executive Secretary (alsochief oreaL 
zer) (salary; $11.25 U.S. a molnth); two organizers,
(salary: $12.0)5 II.S. each a rrOrMIt; Iwo field workers, (salary: $7.50eatch l l Tbrthr); an acc-Ulntrilt (salary: $43.75 a montli); and 19 adultl te racy tea chers who work evenigs only. Host are social and politicalworrkers by background. 
 None. Including Jaya, ever litworked 
 sinall business
 

be fo re. 

,y11a anil thte Execut lye Secretary run 
the daily olorationstile hF'rtrur. The gro ) 
of 

leaders are vocal anid articulate arid It Is theirparticipat itl In the organization wihicih gives the Fortim itsabil i ty to reachr tire poor arid has contributed to its rapid exparnsion. 

Thie Forum Is operating on a grant of Rs. 25,000 ($3, 1)00) fromthe Ido-(,erman Social Service Soiciety. This sum Is used to pay 
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staff ( includirg teachers) and other administrative costs. There is 
also a no-interest loan for 61 months of Rs. 
50,001 ($6,000) from the
 
same organization to usedbe as "margin money" to cover the proportion 
of the funds the bank requires the borrower to put up and to guarantee 
loans. They can guarantee up to Rs. 200,000 ($25,000) in loans with
 
this amount. Rs. 
 I is collected from each member of Forumthe each
 

year as dues.
 

Project Beneficinrles
 

Tie Forum found a responsive chord among poor 
women entrepre
neurs. Within six months of its formation, there were 1,000 memhers.
 
Ten months later th2re were 5,000 members. Host of these women make 
between RS 2 and RS 15 a day ($.25 to $1.85 per day) and aremany helping 
to support families of 8-10 people. Among the 59 atctivltles practiced 
by Forum members are Included selling vegetable!; and fish, making il
 
and dara (confections), selling sarees 
and blouses, making plastic
 

flowers and wire bags, selling firewood, tinkering, running 
tea
 
stalls, selling pottery, making idl 
and stitching leaf plates. 
 Most
 
of thesawomen live in the slums of Madras, but hue tieto init iiJ 
success, the Forum is now organizing throughout 
the state and particularlyI 
in rural areas. F.-Imlly Income for these women Is generally below 

HS 3,000 ($375.00) a year. 

Membership in the Forum is open to any poo-r self-employed 

woman who is willing to help organize or participate 

in a group of from 25 50to similar women from her own neighbiorhood. 
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She must be willing to 
pay membership dus of Rs. 
1 per year.
 

Project Activities
 

The Forum's primary focus 
is organizing these very poor women
 
to 
fight for their rights. 
 It is a charismatic organization,
 
and 
resembles a political movement, complete with speeches and heavy

emphasis on 
recruiting and organizing new members. 
A. we mentioned,
 

it has grown rapidly. 

The Forum focuses on 
the immediate needs of working women.
 
Thus, they have demanded that City officials build platforms, thatched 
sheds, and toilets for women in the markets. They have sought pro
tection from police harassment, schooling for children, jobs for the 
unemployed, arragement for inter-caste marriages (a delicate task in

India), and provision of literacy classes for 600 children and women. 

The Forum staff uses all available means to tell the poor about
Forum activities and successes; there are plenty of both. Apparently, 
police harassment has disappeared and the Government responds
 
to most Forum requests. Where 
 the Government has not responded, Jaya
has launched successful drives to raise private donations. The Forum 
is perceived 
as a winner.
 

Forum staff meet with local leaders who request their in
tervention and suggest that these leaders organize groups of 10 to 50 

women. Organizers from the Forum help, by malking speeches givingor 
advice. As a former political cadre, the staff is very skilled in group 
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organization and, in this manner, formed fifty groups in one six

month period. Once formed, 
 the group approaches the Forum for member

ship and is accepted.
 

Groups must meet at least monthly on a regular basis, but
 

usually they meet more 
 often, especially when they are just forming. 

In the lf-c-l meetings, group members and leaders decide what issues 

will become the focus of Forum attentic,n. Group leaders, in turn, 

t, ke these issues to regular meetings of the Governing Body, which
 

decides what actions the will
Forum take.
 

The women 
 feel the Forum is most useful in helping them
 

obtain loans from the banks. 
 In turn, the Forum has facilitated
 

3,000 loans from the banks. This seems to their m:iin
be reason
 

for joining the Forum. The women 
 seek on alternative to the money
 

lenders who charge interest 
 of 120% or more a year. These interest
 

rates, while not necessarily 
 usurious due to high risks involved, 

keep the women from accumulating capital. 

To receive a loan, the group must be formed and have an elected 

leader. Loans toare individuals, but the group must review the loan 

application and the leaders must agree t. stand guarantor for the loan. 

At this point, the Forum approaches the bank and a bank official will 

come to a meeting organized by the group leader of all those inter

ested in obtaining loans. Bank officials discus. the feasibility of 

the projects in general and group leaders help app1 itants fill out 

an application form which according to bank officials, takes only 

10 minutes. The bank official then interviews each applicant. 

If the loan is approved, the loan app) icant can recei,"e the mooney 
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in three days.
 

The average loan is RS 100-300 ($12-$36). 
 Loan recipients

who are classified as poor pay a yearly interest 
rate of 4%. 
 People

with higher incomes do not qualify for this low intErest rate and pay 121. 

The 
Forum works primarily with existing businesses which reduces
 
the need for technrtical 
advice. 
 If family or other problems 
emerge,

the group c- Forum tries to help and occassionally refers women 

to government services.
 

Every two months, a bank officer is supposed to go 
to a meeting
 
oanI reciplents convened by a group leader where tie bank officer

will try to see 10-40 loanees in 3 hours. Actually, there is very little 
follow ui, 
 even of this sort.
 

Technical help to the buisinesswomen is minimal. The Forum counts 
on the simplicity of most of the petty trades, the ingenuity of the 
women and the support of the group to assure success and this policy 
seems to work. The bank of India, which has 1,500 Forum loans says
loan repayment is about 9OZ. Some of these loans have required vigorous
follow-up on the part of group leaders or Forum staff. ThIebForum attempt
to keep a good repayment record withi the hanks so it will not have to
 
l-4e tie goanranlte 
 fond.
 

The Forum thinks 
 it is helpful to allow repayment of loans 
on a flexible basis. Repayments are often made to i!rouii Ivtaders 
, a dailv or weekly basis; in turn, the leader deposits the 

funds at the bank. Deposits are collected by g;roup leaders and 
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transferred to 
pay off outstanding loans on 
a monthly basis. 
 So far,
 
there has been no misappropriation of 
funds by group leaders.
 

Impact
 

Since the program has existed only 
a short time, it Is difficult 
to assess Its Impact. One measure of Impact, however, is the speed at 
which the Forum Is growing. Apparently, 

itmany poor women feel 

does them some good, for it is continuing to expand theat rale of 
about two new groups a week. This Is corroborated by the banks, which 

have close contact with the Forum.
 

The women I spoke are
to articulate In their praise of the 
Forum; they say it is the first organization that has really listened 
to and responded to their needs. Some were close to tears in describlng 
their problems with money lenders, police, and government officials -
problems they thesay Forum has solved.
 

One woman who sells s confection called id]I 
 said she owed money 
lenders an average of $40 over a period of several years. With the 
loan, she paid off the money lenders and since she no longer pays a 
significant proportion of her earnings in interest she has heen able 
to purchase more stock and double her daily profits. In 6 mnths, 
herdaily profits rose from Rs. 16 to R. 32 a uay (from $2 to $4). 

The banks are clearly Impressed with Lhe Forum and are ardent 
supporters. They feel the Forum's record In encouraging repayment and 
reducing bank administrativ.e costs Is excellent. They ire trying 
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to use 	the Forum as a model 
in other 
areas.
 

Future 	Plans
 

According to Jaya Aranachalam, the women's greatest need 
is
a cooperative bank of their owih 
since 	commercial banks cannot affordto provide them with the servicesall they need. Their very small 
businesses need 
a constant 
re-supply of working capital and they

need money for funeral and medical needs. Commercial banks are
unwilling to supply money for 
these 	Purposes; also, they 
are slow
and inflexible. 
 Indian law allows for tile establishment of cooper
ative 	banks, and several good models do exist 1,, India. laya Aranachalam plans to have tile bank operating within a year, assuming 
necessary government clearanc,-s which pose a formidable obstacle. 
She has been promised money from several sources, and each of the3,000 	 Forum members has agreed to deposit Rs. 21 . such a bank, 
for a 	reserve of Rs. 
105,000 ($13,125).
 

The Forum also has 
an elaborate plan 
for integrated rural
development of 
landless women 
laborers. 
 Under 	this scheme, 
a block

of 
four or five villages would 
he selected in each district of

the State. 
 In each block of villages, 100 women would 
receive loans
 
to purchase 3 cows for a 	 dairy, 50 women would receive loans topurchase baby chicks for poultry-raising and 50 women would received
loans to purchase sheep for sheep raising. These loans would bearranged through the commercial banks and guaranteed bv the Forum. 

Sia'e this involves higher technival skill than present petty 
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trading, a technically competent person would hiredbe to live in the vi 
lages and provide technical support. Several Indian organiz, tions 
have already agreed to provide partial funding and the first experimenta" 

organizational fforts are under way.
 

The Forum also plans to extend its literacy centers through
 
an expanded grant 
from the Indo-German Social 
Service Society.
 

Assessment for potential for further development
 

The Forum will likely continue Its rapid growth for several years 
and will at least double its size this year. 
 It will be difficult
 
for it to keep Its coats as low as at present. lecaulse of Its initial 
success, It bewill offered more money and the money will probably be ust 
to Increase the salaries of staff and to 
add other services designed
 
to increase program quality., These improverijent.s, hliowvvr, will in cr ase 

the costs of serving each client.
 

It Is difficult to assess the current cost of delivering services 
on a per-client 
basis. Although the Forum budget Is small, it is leavlly 
subsidized in the form of lov staff salaries (which could rise as more 
funds begin to flow into the organization), fretv office space, and other 
support received from the Vidya Bharti Trust. As ivmputed in the ba:;is o 
the cLrrent income items -- an operating grant of $3,100 and a $6,000 Ioa 
the per client costs are 11S 14.4 ($1.80) or $9,000 for 5,000 members . 
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I'rnoLect Assessment
 

ThL organization is built around a few highly committed and
 

charismatic leaders. It has grown so rapidly, that it has had
 

rir time to solidify procedures. Things tend to be done 
on a highly
 

personalized basis which is probably appropriate for asuch young 

organizat ion. 

Staff, group leaders, and members are extremely committed.
 

They feel this is a movement that is bringing about change. 
 The
 

Forum generates excitement amont those associated with it and
 

controversy for those on the 
outside.
 

The organizing activities of 
 the Forum are dominant, but
 

,ie enterprise activities 
are essential too. 
 The two are mutually
 

support ive. 
 Without organizing, the Forum would not exist; without 
enterprise assistance, the perceived need, organization efforts
 

could not have succeeded. Thus the Forum giver organizational
 

recognition to perceived 
need of the poor and thea poor join in
 

ever-increasing numbers.
 

Beneficiaries with whom I talked were entirely positive in
 

describing their relation tothe Forum. There has been little time 

for problems to develop. 
 Women generally felt themselves to be 

an important part of tile organization and involved in its decision

imaking processes. This vontrastr with many government programs: 

the recipient rarely has the opportunity to take part in the decision

making process of a government program.
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Worsen were concerned about the resistance of tile government 
or other outside groups to needed changes, but they felt. confident 

that the Forum would overcome this resistance aid that the govern

ment would make needed reforms.
 

ore can be 
 adone. With larger budget, the Forum could hire 
more competent technical people 
 to help women bleak out 
of petty 
trading into cottage industries which produce better profits.
 
They also 
need to involve the business community mare in providing 
technical help thesetc women. But the organization is young, anid 
programs should not be added too hastily. They are doing extremely 
well on a spartan budget; 
 they should be allowed to expand 
 at their 
own pace. Their new rural project, for 
example, will 
allow them to
 
explore th problem of setting up agro-b)sinesses and they may dev

elop some unique approaches based on their experiente. 

Technical Assistance Needs
 

Jaya Arunchalam 
 is quite frank about her needs for technical
 
assistance 
 in the small business field. She real izes 'hat she
 
ald other 
 Forum women are missing many opportunities for enter

prise development because none of the staff have the technical 
skills to recognize and assess those oppritiiiiies. They Would 
like short-term consultants to help theli identify their nueds and 
help them work out some potential directions. They would also like 

staff members with business experience. 
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Lessons 
to be Learned from the Project 

1. 
The poorest and smallest enterprises can
 

be 
reached by services perceived by them as relevant.
 
2. For a very low overhead cost 
 with little accompanyine bank
 

supervision and no 
technical assistance 
-- commercial banks 

can make loans of as little as $10 and yet enjoy repayment 

rates of 90.1 or better. 

3. The process cen to work because:
 

a) The Forum is as much 
 a movement as an organization; 

b) There Is charismatic and astute leadership; 

c) Staff are committed and are working for low pay. They are
skilled organizers and are responsive to member needs;

d) Members feel committed ro an organiza ion responding totheir critical needs. They give it their time and payback their loans because they want to continuepart of the Forum and have it grow 
to be 

stronger so It canl 
meet thir theri _eds; 

e) As a result (f high level of commirment, group leadersaccept heavy re'pons ibi Ifty ioidfor -r, up membcrs assure mebils repa the i r loans. 

f) It relies almost entirely on volunteers, keeps Its 
overhead 
low and utIl izes whatever It can 
of existing

services, such as-; commercial credit; 

g) Tiht Foirum has been able to 
facilitate 
the functionling of a government credit program and was 
thils alel tIc fill boh the bank'sneeds an tie iieed.; of its members. 

Prject RejIcailty.
 

.lust how e'ssentlal each of the factors Identifled above is 
to
 

project succesn. Is difficult to determine on the basis of tiLs Initial 
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study. In many respects the Forum is similar to 
the Self-Employed
 
Women's 
Association 
(SEWA) in Ahmedabad, although Jaya did 
not know
 
of SEWA until very recently. 
Both have strong leadership and staff
 
who are skilled organizers; both have strong member commitment and
 
both utilize government programs. 
 SEWA, however, has 
a very large,
 
well trained and expensive staff and s,( ins to have much less volunteer 
commitment, which may reflect the fact that SE.A is everal. years old. 

The fact that these similar organizations exist, suggests that 
the approach Is replicable. The key ingrtdient Is leadership. With
out the right ind of leadership, programs like this cannot exist. 
There are many potential people like Jaya and it is the task 
of the development practitioner to 
find them and facilitate their
 

emergence.
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NATIONAL ASSO 'IATION Of.: EiUCATE SI I,F-EM!'IOyI,( I)Y{'fl'I'I(NAESEY)Y-121 Anna Nagar 
I'ldran (,0i(14(). Ii aI*×.Xtl', ivt. i)rector: loyOla .o eph 

lTe Nat ilona l Asnioc lat1oll ot Edicated SVI f-Efllployed Youth(NAE,;i-y) er-ll) es educated, unemployed Young people develop self-
Lmijploylueo11L llport°uiitles to help them to l)eComle filnancially Independent. 
NAES;Eiy I!;the idea of Mr. Loyola Joseph.
 

Mr. -Joseph 
 is a bus lnessman and, prior to setting up NAESEY,
owiled 
a -nb.stantlal manufacturing operation. Mr. Joseph has been
 
iirvdlved in youth developnmrut for some tlme and decided to devote 
ll{ni
;ef Lii develoling oipporltii t s for others. lie noted that many
educated youthI reaI ned unei:mloyed for long periods a fter graduation.
It Is riot irrusria1 for a young plerson to lie unemployed two years after
gradiJa;!on. The une,mploymen 


t rate among II.A. graduates Is currently 
107 anld is expected to to 15% inrise five years. 

Mr. .m;epil It-It thrat it [IISt ie Posslhie to he]p these young 
people develop self eilloynrent i portunities so they Cairriisnniher, of socilety. )eclie contributing

At this point, lie was able to set up an organization
'rrd ierSnit(]ed tile Union hank of Indla to put rip money for an experiment. 
WIth thins suplport, NAESEY was formed Ill October, 1976. 

r"y;oiGon;a Is
 

NAESEY's 
 goal I{';to 
provide educated unemployed youths tire 
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opportunfty to Il' s elf-employed. Sel f-e'mp I lnmut I.sdilfned hv
 
NAESIY as the process of galinful elpl(,)nymttilc.t I lured by an inlividualI 

by his own effort. 

W/hle an individual creates his own opplorlunityemplomytllent, for solt'ft( Idirectly creates tnoymL0ttpifew for itor a'anyothers as alnd when lie expands.Individual So, for everywho thinks of saI-umployment, the contrlnit filwill be many-fold. Self-employment opporttiiniavailable lea arefor everyone If looked for In the right places.
 

"We ftelp ourselves" Is tile mo tto of NAESEY. NAESEY vfews increased 
Income as the key to genteral soclo-econllonllt improvement for the 

lndivihual.
 

The i_cit n izat ion 

NAESEYdoes not have a formal structure or holf regular meetings 
of all participants. Instead, relatiashps allong ,iembers grow 
ot of the neetds of their butsineses. Tea kiosks ate it major ac
tivity of NAESEY. A kIosk owner will boy hi a ptle fron, anothter 

NAESEY mnLeber and pay ils loan to yet another NAESEY member, each 
of whom are Independent busintessmen. Another NAESEY memher consltruvtls 

ile~w kiolsks.
 

There 
 are only two paid NAESEY staff. Loyola Joseph volunteers 
his time with NA'SEY. 
 lie doe., however tt,tive ' ;;trv for unning 

LI.jat 
VI'ppd, atvoluntary organization of poor women uroducng it type 
of food sold throughout Indla. Ioyola and its twt palid staff run
 
the day-to-day operations of NAESEY and develop Ilew program 
ildea!. 



()IIL!I the aLt ',ctIl e fIaLures of NAESEY Is that its members 
slilport It through their prof its. The Bank commitment amounted to 
"Is. 2,500,)0( in 1978 ($312,500). tNAESEY's current income is Rs.
60,O0) a month ($7,500) or Its. 7201,000 a year ($90,000). Hfost of thls 
is loashed to ludividua l mephbers, the rest covers administrative coEcs. 

Pror--- l lt_ Ic arI.es 

To be a member ot0 NAl';Is.Y ou,. must be an unempluyed or i:regularly eli
(01I l d hI I ,1 ;chi (l IIj iC..iLy g:radiui te under the age of: thirty; both 

"aile ad Ia tllite members are accepted. of thoselost with whom I spoke
hld bLletlltemployed for two or more years prior to joining the organi
zatio1n. Educated persons Il India, as In other countries, first seek 
white collar jobs. They seek sel f-employment only as a laot 

resort.
 

NAI:'Y member, Lend to coi L110111the upper levels of the lower 
class.es. tipper Ilicome youths have better connections and are more 
likely to g, t white collar jobs. lower class youths, whose parents just 

(l ) l tht'n1 thr ,h .s;chol* , ale thLe onC with tile greatestproblems finding work. They are also more likely to have family membera
who wure them.selves small entrepreneurs; thus, in the last resort, small 
hu'sinstsus.. are more acceptable to thelm. Still, some Of tile older NAESEY 
programs require a substantial Investment by Inolan standards (Rs, 1,000 
or $125 as margin money). Although NAESEY helps many obtain this sum,
It means that tile youths must have access to some financial resources. 

http:class.es
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More recently NAESEY has sought to develop new projects that require a 
smaller investment -- to allow poorer youths to becoime involved. 

Given the disdain most educated young people have for manual 
labor, one of the remarkable things about this organization is the
 
pride NAESEY members Lake their
in work. Kiosk operators proudly
 
display their 
names and degrees on the sides of their kiosks. Those
 
I talked to 
 seemed Inspired by their work, reflecting Loyola Joseph's
 
charismatic 
 leadership of the organization. 

ProjectActivities
 

NAESEY's first program involved setting up small tea stalls 
or kiosks. Hr. Joseph lelt tile Indian habit of tea break could be
 
turned Into 
a profit for unemployed youths. lie iffelt small, neat,
 
clean kioaks set to
up sell coffee, tea, milk, snacks, and soft
 

drinks would be profitable.
 

The Initial Idea was 
 that educated unemployed would pay It. 10
 
($1.35) as admission 
 fee and Rs. 12 ($1.50) per annum as a membership
 
f~e to join NAESEY. 
 They would be screened and take an aptitude 
test. If found satisfactory, they would be sponsored by NAESEY
 
to the Union Bank of 
 India. With Ms. 1,000 ($125) as their investment 
(margin), they would be granted Rs.a 9,000 ($1125) loan. The loan 
would be toused construct the kiosk and provide Its working capital. 
The kiosk was expected to make a net profit of Ms. 
30-60 ($3.75 - 7.50) 
a day. Of this Rs. 15 ($1.88) wereto be applied towards loan pay 
ments and 1% of the gross was beto returned to NAESEY to finance future 

expansion.
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It was di fficIt to got started. The kiosks needed good 
sites if they were to be proffitable, hut tie best sites were already
 
tile property of government departments and larie industry. After a good 
deal of effort and a NAESEY sponsored sit-in at City Hall, the Public 
Works flepartment and the Iillivan Transport (orporation provided them 
with sites. Their main argument had been especially persuiasive: 

"The State will provide us with a 
3 ft. 
by 6 ft. piece of ground
 
to be buried in 
, but it will not provide us 
with the same space
 

to remain alive."
 

Manufacturing the kiosks was also a problem. 
The original
 
contractor failed 
to produce them so NAESEY had to manufacture the kiosks
 
itself. Finally, in 1977, 
the first kiosks were established. 
By the
 
end of 
1977, 80 kiosks were operational, and NAESEY 
was growing
 
rapidly. By the end of 
1978, 
there were almost 300 kiosks.
 

After receiving his location and kiosk, the youth 
is in
 
business. 
He buys his basic commodities 
-- tea, coffee, biscuits,
 
and milk --
 from another self-employed youth, and he 
is expected to
 
keep a strict discipline 
in his conduct. 
 A kiosk operator can 
charge
 
only the fixed price and must record all Iris sales on a daily
 
basis. 
 He receives no 
formal training 
in sales or bookkeeping, but
 
is shown how to 
keep simple records.
 

Each day, anothi-i- self-emploved youth 
cormes around 
to collect
 
Rs. 15 toward 
loan repayment. 
 This youth obtains Rs. 
20 per kiosk
 
per month 
as his fee, 
or about Rs. 400 ($50.00) a month. 
 After six
 
months, he receives a loan for his own kiosk.
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It was expected that kiotsk opetatora- waold net R,,. 90-1, 9(0 
per month ($112.50-$225.00); however, most ofthem let IN. 2,()o(J-3,0(00 
per month ($250.00-$3 5.00). This is more than at middle level civil 
servant makes. Needless to say, kiosk operators are ecstatic over 

thrir good fortune.
 

Because NAESEY 
 views increased incomneia; the key to general 
socio-economic advancement of the individual, all of its activities 

are keyed to improved business operations. Although all NAESEY 
businesses are individually owned, they are highly interdependent 

and require considerable organizatio,il discipline.
 

Encouraged 
 by its success, NAESEY launched a variety of 
other projects. Ona is NAESEY's Guard Service. A young businessman 
is made respanqible for the protection of 600 hosmes, and each owner 
pays Rs. 3 for this service. In turn, hoI hires five persons to 
work for him so that two can work each eight hour shift. Forty 
young people are now engaged in this activity. These young people 
can make as m,,ch as Rs. 1,000 a month ($125.00) withoutany investment. 
They are hoping to employ 1,000 young people in this program 
The local police say crime in areas covered has dropped dramatically, in 
one area from fifty-five to five incidents a month. 

The NAESEY Village Renaissance Programme was designed to test 
a model for village uplift. NAESEY adopted a village 15 k. from 
Madras. With NAESEY sponsored bank loans, local edocated youths 
were able to purchase fifty milk buffaloes. The youths were able 

to repay the loan and make a good profit. 

http:112.50-$225.00
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Il.d-t In t lie i r suvve:js , NAI Y Ihelpled estal I i . i rv 
h),;illes. A I i rst, tIle liliy pr"il"cedl oil lV enotigI mi I k to supply tie 
kiosks; o;ii, howevei , tiev had expilded cilsiderabI y beyond the kiosk market. 

E;ch step of iroducing and marketinzg 1f fllIk Is ass igned to a 
separate level of iIslies,,. Youths il rural vii lages were given 
loans to uly I to 3 cows. For every.100 cows, a veterinary doctor 

Is eLmplioyed al paid for by lees 'from their"iowlers. Oither viIiihs 

own businesses to sell feed, purchase the m lk from the farm, or pasteur.

iZe [it! lil k. At the retail stage, other self-employed youths :o.ll
 
the milk door [o door. Eacth youth up and down the chain mak:.-s between 

Rhs. 500-800 ($62.50-$100.00) per monlth. The milk is more expen

iwe than other milk 6ecause It Is undiluted, but those buying the 
milk seem very pleased. This pro ect should employ 1,000 youths when 

fully developed.
 

NAESEY Is Increasingly marketing 
 other products as well. it 
Is now tie distr ihutor for Sunflower Oil produced by the TamlI Nad 
Agro Indjustries Corp., Ltd. aindit recently began a service to provide 
temporary secretaries and other office staff to businesses anti govern

ment offices. They allso have a se:'vice to pay utility and other bills 

for people (a time-coinsuintl og process in India). 

NAESEY's most recent project Is all integrated rural development 
project for iii entire district sub-nnit of 'l';inil Nadu . Under ti s 
recently approved project, NAESEY will develop a wide range of industrial 

projects for tie rural poor and educated youths in dairy, leather, 

http:62.50-$100.00
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matches, soap, sericul ture, kiosks and pet y sihops IIId tlie marketJin 
of agriculture products. T±hey w] lit i IIe I ile a,aPIrnOal:h In 

Ilad ra s. 

Repayment of loans to the Union Bank by NAEIsIY hi been excellent. 
The Union Bank considers their relationsijip with NAgEiFY a model and 
will exielid their participants as much credit as they need. 

Future Plans
 

As NAES.EY's name 
 imninled they hi' e national aims for the 

ganization. L-oyola Josel)h 

or
hls a variety of Ideas and ia only limi te-d

by organizational capability and hits ability to find people to delegate 
reipolnsibillty to carry them out.
 

lie has just created 
the Foundation of Occupational I)evelopent 
(FOOl)), which will impldment their rural programs such as the jtl;t
appiroved sub-distrlct Integrated rural development program. ili th 
FOOl), he hopes to be able to move to the nallonal level and break 
Into the export market. NAESEY Is already beginnilg to export leather 
gloves to Germany and Loyola Joseph hopes to find produi ts, such as 
leather gloves, that call be produced by timall units owned by poor
 
people, wlilcl 
can be exported and even larger profits coold Ile
 

returned 
 to the producer. 

Assessment of Potentialfor Forther veloment
 

NAESEY will grow 
 rapidly and will probably have 1O,OO members 
In 2-3 years. Other organizational mechanli;n,; (riled by Loyola .oseph 
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will doubtless also show rapid growtl 
 So far, he has been able to
 
keep his operating costs down and 
the enthuslsm of participants high.
 
Low overhead means the 
cost of new venture start-up is small and funds
 
are easier to raise, while the enthusiasm of the participants insures 
that he has people tv carry out projects with the dedication needed
 

for a new and risky venture.
 

Under the 
new integrated rural development project, NAESEY would
 
have almost 
an unlimited potential 
to bring the 
,ery poores'. people
 
into entrepreneu-ial activity. 
This project will 
test the full capacity
 

of the model to 
reach large numbers.
 

ALthough NAESEY 
is very new and experimental 
its members
 
feel it is very useful nad they are enthsiast ic in their support of it. 

The banks also view it 
as a success. 

Tie impact In terms of incomes for 
the members I Interviewed
 
was impressive. 
 ?iost had moved from almost 
zero Inceme to the 
middle class. 
 One kiosk operator I talked 
to was netting RS 3,000
 
($375.00) a month, 
 liehad an M1.A. in history, liehas used his profits 
to get a loan from the ha.k to purchase 15 cows for a dairy project. 

liehad been unemployed 3 years before joining NAE:SEY.
 
Titese results are not 
 uncommon. Those running a guard service 

cah make about R.S 1,000 a month ($125.00) and those in milk productlon 

and riarkernng clear RS 500-800 a monthcan 
($62.50-$lOO.00). While 

http:62.50-$lOO.00
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these incomes are not as high as those of kiosk operators, they are 
very high for an Indian just out of school. 

The social impact of the program Is also important. The fact 
that young, educated people, who normally disdain manual work are 
willing to sell Is significant. 
 NAESEY members feel 
they are part

of a movement. They speak with pride, not only of how much they are 
earning, but of how many young people they are helping and what
 

this is doing 
 for the nation.
 

The banks are clearly pleased 
 to he working with NAESEY. Union 
Bank prominently details its relationship with NAESEY 
In a brochure describing its small loans program to benefit the poor.
There Is no doubt that NAESEY has been able to reduce the administrative 
costs of the bank and Increase loan repayment rates to almost 1007. 

rolect Assessment
 

NAESEY is developing a very Interesting model. 
 It
 
takes he corporate business structure, breaks it down to its 
component parts and sets up each component as an enterprise. 
Like a modern, vertically integrated business, NAESlY is an inteL
rated system of companies, each receiving inputs from other 

member companies and providing products to others. 
This model is newa and compelling alternative to cooperatives. 
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First, profits are not aggr jatud and then divided. Instead, the profit 

at roctlpre olf each o~nit |I ; _a_ [plidenit and the proffits are dependent 

ol tile Initiatlve of each individual. Iowever, acquisitiveness is kept 
11 line )i'hccro voh e.,lluitpi utiuur i a Iln ilitegral pilrt of a s 'el lu. If 

prol it.a are made at the expense of other., III the system, the others 

can apply san Ctions by wi thho] ding supplies or by not i)urchas ing
 

tile offee r 's Output.
 

Anither 
 Important advant~age ot tile system Is that once 

established, It. seem; to be self-regulating, requiring little In the 
way of ouitside ilanalgelenit or technical support. Since profitability 

Is the r,,polusibIlity of the Individual, each owner has 1reat 

i h 'tcei%,1t I 1nd out for himself how to Increase profits. And since 
each owner is part of a systeit, proiducts must be of high qual ity or 
the prot Its of the other bus inesses In tile system will he Jeopardized. Thus, 
the expensive overhead 'structure and extension system so characteristic 

of most coopera lye programsare greatlyt reduced In this new model. 

Third, there is a notable absence of 

hie rarchy. InI this system, the need of elaborate central organization 

Is minimize(i, every Indivihlial is equlI, yet Interdependent. 

NAESEY service sector projects are keyed to redistribution of 
Income from tie upper and middfle class downiward. NAESEY's Increasingly 

promi nant production-oriented projects will clearly create ne'd wealth. 
Ihi( coimitment iof tie staff and members Is extremely high. There Is a 

eeiinmg that tilis i.; a movement iringing about charge with tile result 



that NAESEY generate. excitemenlt among tho;e as,;')tfateI.d 1dw fitl it It 
controversy from those on the outside.
 

Members generally 
talked is If NAESEY provided thIem with unliilted 
oppo rtunities, if they worked har.l, They seemed to feel t hat If tlhey 
have a good Idea, they can try It out.
 

I met no dissatisfied members. 
 All were pleased with [heir
increased income. Very little technical assistance seems to be protvided 
to members directly. Indirectly, however, through the Stilport sttructure, 
every need seems to be met. Thus, village youths get propter feeds, 
proper veterinary care for buffaloes, belp In marketing, all at a 
guaranteed profit level. The system. seems Ideal-_and cheap. 

As regards money lenders, obviously the unemployed used them infre
quently. However, NAESEY had several cases In wlhich montey lender ; 
were used to obtain theRs. 1,000 necessary for a kiosk. In a few 
cases, NAESEY [had to find funding through other sources for these 
people and even prosecute a cottple of money lenders, becatse they were
 

trying 
to take over kiosks. 

Lessons to be Learned 
1. 'fThat loans of as little as $100 can be made by commercial banks to 

new enterprses, with minimal supervision or technical assfstano-, 
If tite right kind of rupport structure exists. 
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2. There is an alternative to the cooperative model
 

for enterprise development that seems to solve the management
 

difficulties of cooperatives without sacrificing its members'
 

comtiitment to community betterment.
 

3. The process seems to work because:
 

a) NAESEY is as much a movement as an organization; 

b) There is charismatic and astute leadership; 

c) Staff are highly committed, work lor low pay, and are 

responsive to member needs; 

d) Members feel t',eir orgiai:ation respol(Is to their 

critical needs. They give It their time and pay back their 

loans because they want to conttnue to be part of the program 

and have it grow stronger so it can meet their needs; 

e) It facilitates the functioning of a Government cidft 

program, and it is ably to Iill both needs of the bank's or
 

good credit risks .and the needs of NAESEY's member,; for
 

credit.
 

!'ro.21t Rep1 i caH) lli 

The Important factor to understand Is that this Is a different 

model than any we have encountered elsewhere. The di sttnction Is that 

It iuses a corporato model or organization as opposed to a community/ 

cooperative model of organization. The key distinction, in this regard, 
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seems 
to be in the way profits are made and distrilbuted 

This model could not be duplicated In every situation. 
 It
 

can only work where activities call be broken down into small enouigh
 

units to be 
run by one or a small group of Individuals. Many activities 

require a volume order belarge In to economic or in order to have a
 

significant influence on tile market. This is an 
argument in favor of 

large-scale farm marketing cooperatIves, fc instance. 

However, the NAESEY approach seems to make Insense a cultural
 

situation In which entrepreneurship Is presently at a low level.
 

The Imposition of cooperative notions iN this st oation requires a
 

good deal more organIzational skill 
 than is usually present.
 

The NAESEY system starts the Individual with a small respon

slbl ity comnensurate withhiaabilItles, 
 but req-tIres each to pull the 

others up with him. Thus, it Is the best system for developing new
 

entrepreneurs 
 found in the study.
 

Loyola Joseph 
has proved the approach Is not only replicable,
 

but can reach poorer and poorer people as It Is tried In new 
s1ltiCat ions.
 

The new integrated rural development project will be dealing with the
 

very poorest segment, even those withoio any formal educat ion. if It
 

call make 
 the concept work with the very poorest grotJi, It may offer 

a major break-through. 

The key Ingredient for seems hesuccess to leadership. 4i thotut 

the right kind of leadership, programs like this cannot exist. There 

are many people like Loyola -Joseph, and It Is our task as develop

ment practitioners findto them and facilitate their emergence. 
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BANGALUR LAYOUT
 
Contact through: Social Action Section 
Development Wing 
Canara Bank, H.Q.
 
Bangalore 2
 
Contact person: Mrs. Jayalakshmn
 

Program Development 

Developed on the une square kilometer site of a graveyard,
 

the Bangulur Layout is one of the largest slums in Bangalore. It has
 

a population of 12,000 people, 2,400 families, wedged into 1455 tiny
 

dwellings. Its population is composed of a cross section of caste
 

and religious groups. By 1970, it was not only one of the biggest,
 

but probably the worst slum in the city.
 

In 1972, Mrs. Jayalakshmi moved into the slum as a government 

employed social worker. She is a high caste woman, whose parents 

are very powerful and whose husband is very wealthy. However, she 

met much unhappiness in her life and decided to devote it to the 

service of others. She gave up he- wealth and position anid moved 

into Bangalur Layout. In part because of the ongoing process of 

upgrading which occurs naturally in any slum and in part through 

her efforts and those of the others she has inspired over the last 

seven years, the Bangulur Layout has been completely transformed
 

and Is considere-d by local officials as a model of slum improvement.
 

The goal of the program Is the complete social and economic 

uplift of the 12,000 people in the community and is locused on 
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all aspects of community life, with programsbn health and sanitation, 
personal grooming, day care, 
literacy, vocational training, marriage 
arranging, funerals, savings bankand loan programs, counseling, 

community beautification, housing construction and recreation. 

Organizat too
 

There are a variety of special 
purpose organizations, some mure
 
active, others 
 lesa so, to deal with specific problems. Some have
 
overlapping leadership and 
 membership, others do not. 

1. The Slum Dweller Asasolatlon, formed In 1972 has a meirbership 
of 1,200 and was created to deal with generki slum problems. This 

organization Is not very active now.
 

2. The Women's Welfare Center, formed in 1973 for training and 
day care and to encourage savings has Its activities funded by the
 
government 
 (in the case of day care) or by v%,Imtary agencies (including 
the Indiai Social Institute Training Centre and the William Carey
 

Foundation).
 

3. The Multipurpose Cooperative Society formed in 1975 Is now
 
the moat active community-based 
 group. It Is operated on a cooperative 
bes, with equal responsibilities for all members, under elected 

leaders.
 

4. The Lion's Club sponsored dispensary has treated over 15 000 

patients.
 

5. The Shm Women's Self-llelp Assoc lation formed in 1978 plans 
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'o t0iistj t 1)2 l1ow I(o!;; fi . I t i.s aIso rin onra rtOO)LraLVe 

b I)a. Ii lei kaisy fidrrii. 
Mrs. -Iavalak imi r[]' t'Jj[ )l ~ ,llnh* 

Vol I ll stt ra. v- V ll ing boyst aid f ive girlsH ar fttOlimuit "volliiitt~erst" 
who ,et RIIS 50 ($6. "5) a ionth for fill I-t Inie work. 'Tell other boysvolunteer ;is teachers In the evening Iiteracy c la.ie:; for 56 J'ivellfle 
del iluetjiie . her. Ire also women COmninliii Ity Iciolhr.s 
 who take
 
re'pon;fbi Iity 
 for the variour programs In tho. area. 

Funds come from an variety of sources. TIe government his ohviollsIy Investei heavily in hnfrastrurture over the past few years.
Ainoont;a prvItded by gr(ioups like tie Lilolns are very sma'lIbIut
 
(')flfol i[Iliet 
 s10;eeii t O b Ito lig termi. 

.|P,,~:jt - Reiief c aleir
 

It is clear 
that thesepeople, who are all recent migrants

to the uity, were once 
some (f its poorest Inhuabitants. 
 Average

famlly Ilicome in the V;ui-' 0's; wa, well h'loiw IS)1.000 
($375) per year, the Indian poverty level. Mrs. .ayalakslnii estimates
 
that tie averagte income 
 has at least trebled to IS 9,000 ($1,125) aye(ar. IrisP ;irple rapJiiv improving their socland! ecionoumic 
posit iion 

I le'-.t pai-tIv ;P; a iiu.t of a! ole program; Aiiyorl.i i 11 llhi. . |; 
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eligibie to participate In the variety of programs avallable, although 
some are limited to women or young adults. 

Pro 
 Activities
 

Mrs. Jayalakshni began her work by organizing the I1omen's Welfare 
Centre In 1973. Here, 60 children were provided nursery school so 
their mothers could work. Also 4 small number of young girls were 
taught tailoring and boys were taught carpentry. Women were encouraged 
to start kitchen gardens and bank savings.
 

In 1975, the Multi-purpose Industrial Cooperative Society was 
formed, which presently has 96 members. This Society has Itsas 
purpose, the development of employment opportunities for Its almost 
exclusively women's membership. 
Canara Bank provides employment for
 
about 30 people who make envelopes from used paper supplied 
by the bank. Those employed In this way earn Is. 6 for each 1.000 
envelopes produced which Is about I day's production. The women have 
also started a wide range of other enterprises.
 

The government 
 now provides funding for the nursery. The 
William Carey Foundation, Women's Wing, funds tailoring, typing and 
literacy training. 
 A dispensary was 
started in 1974 with medicines
 
supplied by the Lion's Club. With pressure from Mrs. .ayalakshmt and 
others, paved roads, sewers, water and drainage systems were Installed. 
Now, the Slum Women's Self-Ielp Association has been formed with 120 
members and Rs. 650,000 ($81,250) in funds from a Swiss agency and 
is constructing 102 houses at Rs. 6,000 each ($750). 
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A;.Ilyavl]k;ik, n lit,, tlce nc r';';isii
1 ,St rs; oi l -emp loymtlit 

in) tilt' var ions progi;Ti; i t B;tiglir lIytott arnd Lthis is the dominant 

t l, I 1ostu I r it ic:i I1I The rieel IR tto I icre;use inconle. 'he siicct.;. 
o I th, e rt!gins l i t I eaii ;Ixp N ,11-t (-itf, if ) l-II re;i;s , in fajIlt v 
ilncele , I v l vit tith it lst I ew ',e rs; . till ;Ir- alr.;idv IIIVoil Vet 

in some sna I I , I If-employment activity hit ;1 large percentage of these 
;ire heav IlIII debt to money lenders, who charge interest Iates that 
are so high that otnly the interat. and never the principle Is repayed. 

Part oIf the so t-employment emphli;u; i s ott saving. Children in 
the nurserv -are encourag'ed to save at least I paise a day, (One tenth 
of one cent) which thy put in toy banks provided by Canara Bank. 
Adults may save from S I to RS 10 a day. There are 918 savings 
accounts now In the communit., with total deposits of over RS 100,000 
($12,500 IS). Slum women are saving anywhere from RS 3 ($.37 U1S) to 

R.SlIt) ($12.50 US) a month. 

';ltm dweller; hav been able to moil ize these savings through 
their self-employment activities. Mrs. ,ayalakshmi says she is currently 
working principally with 120 families, who have demonstrated a desire 
to become better ofl. 
 Mostly, she works with women, as the men are 
often drunkards or irresponsible or prefer to work for someone else. 

The women 0tlemselves choose a business which seems to them likely 
to succeed and are Introduced to a bank for a loan. Cenerally, their 
first business Is retaillin since manufacturing generally requires 
training and a larger investment and retallinp has a rapid turnover. 
l'resently, they have supported sellers of fried roots, kerosene (5 people), 
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Soap, country clot I,,Vvg(t It,.u(15 puopic), , c111rycoonl ml 1k,
 
sarees (3 people), fruits (15 people), Irooms (3 people), fisl (5 

people), firewood (15 people), cloth (6 people), and knife sharpen in
 

and have helped 
 one man buy a truck.
 

Most of these activities require 
more in In vestment than 
a typical slum dweller cir ,handle Initially, even as a loan. For instance, 
in the selling of kerone.,._2, an investment of about RS 3,400 ($425.00 US) 

is needed to make a good profit. This includes:
 

working capital: 
 RS 400 ( $50.00)

3 barrels 
 RS 1,000 ($125.00)
 
cart 
 RS 1,000 ($125.00)

bullock 
 RS 1,000 ($125.00)
 

TOTAL 
 11S3,400 ($425.00) 

Usually, tile initial 
loan will 
be for RS ($50.001 to cover
 

working capital. The bullock, 
 cart and barrels must be rented. 14it 

this loan, they will net FS 25-35 ($3.13-$4.38) a clay out of which
 

they must repay RS 40 ($5.00) cacti week. 
 When the first loan Is paid 

off, they are loaned RSI,000 ($125.00) and when this is paid off, another 

loan is given until the lnvestmdnt in the business Is pald off. 

Puring the years 1976-1978, RS 92,000 ($11,500) was saved
 

and RS 130,000 ($16,250) was loaned. 
Only RS 600 ($75.00) has not been
 

paid back, less than 1/2 of 1%, the result of careful support and follow

up and the people's sense of responsibility. 
People from the community 

have been hired by the banks to do daily collections. iach person 

collects about RS 500 ($62.50) a dlay, of which Ihcy r('1,i, vv 1.5% 

or 
RS 17.5 ($2.19). Mrs. ,ayalakshml f(cil; Ilhat II(,-ls).lplIlly III 

http:3.13-$4.38
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first 
year, daily collection is essential until people can develop
 

the habit of saving.
 

If someone 
Is having trouble repaying, they are visited, and
 
the problem is identified and 
a solution Is found. 
 The solution may be 
helping with medicala problem that is draining income or finding day 

care etc. 

People repay loans out of a sense of responsibility and
 
to 
not lose their good name. 
 One lady, who still owed RS 3,5 ($4.50)
 

died. After 2 years, principle and interest were RS 102 ($12.75).
 

ier granddaughter is paying this off theat rate of 8 paise ($0.01) a 
day because site doesn't want her grandmother's name to be dishonored. 

The most atnbltious activity is the construction of 102 
houses
 
with RS 650,000 ($81,250 00) in funds provided by a Swiss group. They
 
want to provide housing for 1,000 people, but oven with the Swiss fund', 
do not have enough muney. However, by building 20 ft.X 20 houses,
 

at RS 6,000 ($750.00) each, using bricks 
 they make themselves and their 
own labor, 
 they will house as many people as possible. They also
 
Want to astart variety of larger "cottage" Industries In this new
 
village, inluding 
bamboo, lacquer, wood mosaic and cane. 

Future Plans 

Future plans are 
to carry on and expand existing activities.
 

Mrs. .ayalakshmi has no plans to leave the slum. At the present rate 
of development, conditions will continue to improve In nextthe few 

VV.r's. 
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Assessment of Potential 
for Future Development
 

The progress to date has been remarkable. 
The Issue will 
soon
 
become whether or not the people here still 
need attention, since
 
they are so much better off.
 

Although sources and uses of funding were 
too complicated to
 
unravel in this current assessment, on the average it costs 
RS 500 ($62.50) to set up 
one new business, Including about RS 490
 
($61.25) as average loan and KS 10an 

($1.25) for support services. 

Impact
 

Much of Mrs. iayalakshmi's 
 and the volunteer's time over the 
years has been spent in trying to generate responses to the various 
slum problems, such as poor drainage, lack of water, etc. Partly 
because of the prominance of Mrs. Jayalakshml ' family ands her ability 
to articulate problems, she has been remarkably successful In 
getting government support. The result Is that the area no longer 
looks like a slum. The main streets are paved. There Is water and 
good drainage. The houses, though small, are neat and most are not 
constructed of wood or thatch, but of brick and plaster. Business 
activity is everywhere In evidence. P'hysically, tle Impact 
on the community of this activity has been Iramatic. 

In terms of general well being-as a result of relatively good
health care- health in the area has improved markedly, and more children 
are in school than In surrounding areas. 
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in terms of improved economic well being, some of tile case 
histories are dramatic. After receivinp an initial loan to seli 

fried roots In 1976, oe woman has now saved over PS 2,{001) ($250.0(. 

Her hoshand wantq a delivery van, for which she, will horrow w; 20,0)0 

($2,500.00) and pay back RS 50 ($6.25) a day. Another wonen earned 

RS 1,417 ($177.13) during her first year in business and was able
 

to get her gold ornaments 
 back from the money lender, Her husband, 

was a drunkardwho is now the owner of a cycle rickshaw, from which 

lie earns about US 35 ($4.38) a day and his drinking has dropped 

dramat ca liy. 

_lir_. tAssessment 

The remarkable aspect of this program is that it is a classic 
example of 
the successful Implementation of 
a community development
 

program in the relatively short time of only 7 years. 
 Every important
 

aspect of community life has been dealt with. 
These programs, rather
 
than being imposed from without, have grown out 
of the need- of 1he
 
slum dwellers themselves and have been con.-eived and developed by
 
them prior to any outside support. Mrs. Jayalakshmi 
 seems to have
 

played a catalytic role of helping slum dwellers determine
 
their needs 
 and articulate them. Obtaining outside assistance 
was no doubt facilitated by her status and connections, but the real 

story is about Individual women and the way they 
were enabled to
 
increase their economic and social well being with the limited services 

of fered. 

http:2,500.00


-57-

The approach of Mrs. ,iayalakshmi demonstrates how sel'
employment programs can provide the keystone to hroater conmunvit 
uplift. It shows how self-rmnuloyment can he tied to total community 
betterment and how tLils assistance can be provided at an extremely 
low per-person cost by utilizing volunteer help and diversified
 

funding.
 

Bangalur Layout 
 indicates that it Is possible to have a dramatic 
Impact 
on development by working Intensively with a small 
group of
 
people within a single geographic area. 
 Like all successful efforts,
 
this seems to require considerable energy, charismatic leadership and 
more time than many donors consider necessary.
 

An Interesting aspect of the hangalur model Is that so many 
different organizations have emerged. 
 It Is sometimes argued that
 
dispersed organizational development will diffuse leadership and
 
energy. However, this Is 
was apparently not 
the 
case here. Instead
 
it would seem that by breaking problems down, they were divided Into
 
manageable units which organizations could handle, another example 
of the "small is beautiful" approach in practice. 

Community participation Is very high. 
Mrs. .ayalakshml said
 
she particularly depended on seven women volunteer.,- to 
provide leader
ship who did an enormous amount of the work. One reason for having 
so many different activities Is to get as many people as possible 
involved. 
Women may be Interested In the day-care, hut men get heavily 

Involved In housing.
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Lessons l.eakrned 

1. That assistance in amounts under $100 can be provided to 
small entrepreneurs 
as 
the keystone of other 
low cost services which
 
toPether have the 
impact of lifting tileentire fainily out of poverty.
 

2. That this can 
be dolneiltilizing 
the classic community 
deve lol)ment model without 
technlcaI (or manaigeriaI assistance to
 

Individual 
businesses.
 

3. 
 This seems to 
work because:
 

a. People feel 
part of a community based movement 

b. There is charismatic and 
astute leadership
 

c. The low paid 
staff Is highly committed and
organization and 
is skilled at
responsive to 
community needs
 

d. Members feel 
that organizations 
are responding to
critical needs. their
Thev give of their time and pay back
loans because they want to cont lneorganization and have 
to be part of the

It grow stronger so 
It can meet
their other needs.
 

e. 
As a result of high 
levels of commitment, 
volunteer leaders
accept heavy responsiblllty 
for community members,
helping them to solve problems, urging them to repay loansand getting them 
involved in other tasks.
 

f. It 
relies almost exclusively on 
volunteer help 
to do
everything which keeps the overhead low
 

g. Mrs. Jayalakshmi able 
to attract
is people by
to get responses to 
her ability
stated commuilty needs.
case of commercial credit, she 

As in the
 
was able
people who needed monev and 

to both help the
 
the banks, 
that neededhelp identifying and supervising clients.
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ProJect R icality 

This Is a highly replacable model since It Iol lows tht. coniri Ity 
development model. The only critical ll, art lon on replIcation I: 

Icadership. L.eadersi of Nrs. .layalakliml 's cal lber r1o not txist Ini large 
nuimbers. It Is the task of the development pract It loner to f Ind thewI 

and facilItate their emergence. 
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Calcutta 'Y' Self-Employment 
Centre
11, Dr. U.1. 
 Brahm chart Street
 
Calcutta 700017, 
India
 
Executive Director: Koely Roy
 

rag Dveopjen t 

The Calcutta 
'y 
(Youth) Self-Smployment 
Center (CYSEc) was

registered 
as a Society In December, 1971 
to promote programs of self
employment 
for the unemployed youth of Calcutta, and more recently
 

the surrounding rural areas.
 

The unemployment 
 and "underemployment" figures for the region
including Calcutta are extremely high, -- as high as 40 million for 
the COuntry. "...the average young Indian has gloomy prospects of 
Obtaining a gainful means of livelihood at the end of his educational 
career
....There is obviously 
the need 
for voluntary organizations
 
devoted 
to 
the task of encouraging entrepreneurship." 

CYSFC was 
organized by a number of prominent industrialists,
 
businessmen, bankers, professional people and 
social workers as a
 
response to 
the rapidly Increasing unemploment and social unrest 
in

Calcutta in the early 197


0's. Government programs alone were unable 
to meet the growing need and people outside Goverr,ment felt they might
be able to 
help. 
CYSEC was initially funded by a grant 
of Rs. 100,000

($12,500) from the Ministry of Education of 
the Government of 
India
 
for the development of their 
training Centre. 
 This Centre was to

provide unemployed youth with vocational training and assistance in 
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establishing their own businesses.
 

Through December, 1978, over 500 young men and women have been 
trained and 378 businessea have been set up. 
 During 1978, 83 persons
 
completed training and 91 business units were established. 

Pro ram Goals
 

Tha basic assumptions of CYSEC can be summarlzed In the following 

three Ideas. 

(a) A belief that entrepreneurship can be developed through train 
(b) A belief that training and business assistance can be

packaged; and 

(c) A faith in voluntary vervices.
 

The principal goals 
of CYSEC are: 

(a) To train young men and women in productive enterprises. 
(b) To assist them in drawing tip economically viable business sch 
(c) To help them secure bank loans; and, 
(d) To arrange initial business contacts for their services

and production. 

Organzat on
 

CYSEC Is a Society, governed by Board
a of Directors, composed
of 28 prominent businessmen, bankers, i,nd profes ional people, serving
for fixed terms. Under the Board are the Managing Committee (Urban)
with 16 members and the Managing Committee (Rural) with 21 members. 
These comiittees ar eomposed of some of the same people as tile Board, 
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with some add ItIons, and f unc t Ion to oversee 1 he respoct ive programs 
under their jurisdict lit. The Bioard meets (tlrrv, bUt the Managing 

Committees meet moothly.
 

There Is a 
 Projv ' ;creening Committ ee, composed of representat ives 
of H loaI hktrInks, plhi; rpr-* enta ive; ol th- Naill 'ing Commit tit(v;. 
The lineCt for of t Iis committee Is to screen requests tr loans to be 

sanct ioned by the banks.
 

CYSEC Is operated 
 on a day-to-day basis by a paid administrative 
staff, selected by the Board. Mrs. Koelv Roy Is the Chief 'xecut ive 
and has been for some years. There are, In addition to Mrs. Roy, 
ain accountant, a Project Soperintendent, a Sen or Project Officer, 
3 Project Otfflcers, 12 teachers and i office support staff. The total 
hudget for salaries and beni-fits for the staff In 1978 was Rs. 204,600 

( r,515.0{o)). 

CYSEC's total expendituires for 
1978 were Rs. 
367,112 ($45,849). 
FundIng has come from a variety of sources over thr wvar'. In 1978, 
CYSEC received Rs. 251,283 
($31,410) from the Mennonite Central
 
Committee I ,'he form of a grant for general overhead and Rs. 
21,000
 
($2,625) for 
CYSEC's Ca;ital Fund. 
 It also received from Kanarla
 
Chemicals Ltd., Rs. 1,000 ($125); from Kothani Foundation Rs. 1,000 
($125); from Union Carbide Rs. 2,000 ($250); from the G;overnment of 
India Rs. 25,414 ($3, 177); from sales relating to Production-Curm-

Training centre Rs. 
99,886 ($12,486); 
from niro;sed
 

iaitrri;ils Is. 8,242 ($1,030); from Interest or the Revolving Credit 
Fund Rs. 2,888 ($361), and from fees from trainees Rs. 850 ($106). 
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Projec't Beneficiaries
 

The on]y requirement 
 for part icipatlion In tie CYSEC program is ti; 
one be from 18 to 30 years of age without regular employment. F i I ty 

percent of trainees are high school gradu;ates.
 
Althougl, there 
Is no minimum on the size(of loans provided,

and loans of as little as Rs. 150 ($18.75) are given with some regularlt:
the average loan appears to be about Rs. 2,500 ($310) suggesting that 
the businesses are of a substantial stze,above that normally undertaken 

the very poorest group.by 
CYSEC clients cluster la, what Indians
 

term the 
"educated unemployed," mostly lower-middle class youths or
 
the Upj-er part 
of the lower economic class.
 

There is role
no in CYSEC for beneficiary Involvement In

control 
or direct management. 
 ieneficiaries can only make their 
changing needs known to CYSEC staff Indirectly, who must then ho
 
sensitive 
to their needs and alter programs accordingly. 

Project Activities
 

The 
 principle activities of (CYSIE(.' are twofold: the vocational 
training of young, unemployed men and women and helping those trained
and others to obtain the financing and other stipport needed to establish
 
and run 
 their btsinesses.
 

At their Training Centre at 
Behala in 1978, 110 trainees were 
admitted to courses In: 1) air conditioning and refrigerator repair
and service; 2) electrical maintenance arid service; 3) radio-electronic 
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repair and service; 4) television repair; 5) bakery products;
 
6) typewriter/duplicator repair and service; 
7) clock, watch repair 
and service; 8) tailoring. Of these 110 trainees, 83 successfully 

completed training.
 

A second training centre 
is now nearing completion at 
Salt Lake,
 
at the opposite end of the city from the present site. in addition
 
to courses provided at 
the Behala centre, the new 
training program
 
will include: 1) transformer making and armature winding; 2) textile 
printing and paint ing; 3) leather produc;ts; 4) sportsa goods,; 5) plastic 
bakelite MOUlding; 6) food pree;rvation and canning; 7) wood work and 
tea chests; 3) electro/mechaIni pl/past i toys; 9) bamboo/c(;ne products; 

and 10) shoe making. 

a. Selection 
ofTrainees (entreprenurs)* 

The process of selection begins w-Ji an advertisement in the 
luading newspapers Inviting applications for entrepreneurship training.
 
The responses are always overwhelming. 
Applications are then sorted
 
out according to the target population, and those selected are invited 

for an Interview.
 

The members of the Executive Committee, In assistance with tire 
Administrative Officer at the training center, interview the candidates, 
usually on weekends. The interview Is qualit,,tive, and It stresses 

* The fol lowing on traininp is from: Debahrata Sen, "Educationalplanning Ior Generat Ing Self-Employment: One Aspect of :1lnpowerplanning" IUnpublihecd Phl.). Iissertation, 
)r. Harvard University; 1979.Sen directed CYSEC In 1974. 
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three things: () applicants' motivation in businesses; (11) 
their
 
desire to work hard; and, (ii) their expectations. 
 Each interview 
takes about half an hour. Those who pass the first interview are 
asked to come for a detailed interview which takes about an hour or 
longer. At the second interview, an applicant's business plan, if any, 
specific skills, knowledge of the market and other related aspects 
of a small enterprise are screened. If the applicant's ideas or plans 
match with CYSEC training resources, lieor she Is asked finally to 
join for the training, which is free. In other cases, if the applicant 
Is found "good," but cannot fit into current CYSEC training schemes, 
he or she may be advised to wait until such time a training program
 

Is avail3ble.
 

At CYSEC, the selection process 
 is not just to Identify pro
spective entrepreneurs; importantly, the selection has to match the 
Individual's education and skills with the current training schemes,
 
which 
reflect business opportunities. 

Therefore, if there noIs match between the business plan of 
an Individual and a CYSEC training scheme, the individual may be 
denied the services or asked to walt until this match occurs. In 
the absence of reliable data, It Is difficult to c;:lculate the number 
of rejections on this ground. It is probably not higher than 12 percent 

of those accepted. 
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b. Selecti 
 of Instructors
 

Most of the instructors are 
on salary' and
 
are drawn from industry. 
 The members o9 
the Managing Committee
 
sometimes help to 
find an instructor. 
The qualifications of an instructor
 
vary from one training scheme 
to another. 
 For example, the 
instructor
 
in V-Belt making did not 
have formal schooling, but he had worked in
 
this line for more than 30 years. 
 On the other hand, 
the instructor
 
for Radio-Electronics 
was a science graduate and had himself been
 
an entrepreneur for more 
than twenty years. 
 One of the major criteria
 
for selection, 
in addition to 
his technical skill, was the instructor's
 
knowledge of business. 
Management training is 
given by volunteers
 

from industry.
 

c. Trining
 

The training for skill development is an Integral part of
 
CYSEC's package assistance. 
Much of the effort goes into identifying
 
the training schemes and planning the programs at CYSEC. 
These training
 
schemes show the current market opportunities for small entrepreneurs.
 
Proper selection of training therefore is crucial to the 
success of
 

the whole program.
 

The selection of a new training program 
is done through market
 
research, which began systematically in 1974. 
 Prior to this, the
 
members on 
the Managing Committee used 
to help in identifying the
 
prospective areas of business, and programs were developed 
on their
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recommendations. 
Until 1974 about twenty-five courses were tried 
at the center. Some of the successful training programs were: 
air conditioner and refrigerator maintenance, radio electronics,
 
servicing, electrical wiring and servicing, welding and fabrication,
 

and wood products manufacture. 

Since the 
training has to offer current market opportunities
 
to the small entrepreneurs, the program changes training schemes
 
continuously. 
 New training items are added and old areones dropped. 
This feature of CYSEC 
-- the continuation of a training course only
 
for as long as it offers business opportunities to the graduates-

is an important 
reason for the success of the project.
 

The training courses are practice-oriented, Intensive (averaging 
32 hours a week) and last for about twelve months. During the training, 
the trainees learn technical skills and elementary business management.
 
They also learn how to prepare a business plan and how to fill out 
bank loan applications. 
Training Is 
free. A mid-day meal is 
provided but there are no live-In facilities. The student must 
pay his or her own transportation to and from the training centre. 

Training Is not an absolute requirement to receive assistance 
from CYSEC. If IsCYSEC approached by a needy person with a viable 
scheme who already has the required vocational and business skills, 
this person will be assisted. However, the majority of those who 
have received loans and other support have received CYSEC training. 

Through the end of 1978, over 500 students had been trained. 
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d. Business Development
 

CYSEc training is specifically designed to support selfemployment and about 
75% set up their own businesses. 
CYSEC helps
them obtain finincing and project officers provide technical and
 
management assistance to deal with start-tip problems.
 

Those finishing training are assisted 
in the preparation of
a business propogal/feasibiltty 

study Outlining their financial
 

needs. 
 Loan requests range from Rs. 150 
($18.75) to Rs. 
5,000 ($625).
The proposal is presented to the Project Screening Committee, whichreviews not only the proposal, but tie individual's history as ,ell.The (:ommittee may approv, rite proposal for bank financing, in whichcase, one of the banks represented on the Committee will immediately
begin processing the loan for payment. The Comittee may alsorecommend that the proposal be redone or 
reject It entirely.
 

If the proposal is rejected, the CYSEC staff may consider
funding the project from the Revolving Credit Fund, de:,pite Committee

rejection. 
 In this case, the proposal '4111 
be submitted to the
 
Managing Committee for approval.
 

It generally takes at 
least one year for the trainee to become
established in busfness upon completion of training. It takes an
minimum of three months for financing to be arranged after 
application is received and 

the 
it often takes 

find 
time for- the trainee toa suitable shop or work space.* Also, trainees often lack the 

confidence to start their own business. 

Dr. Sen this step of geti ln),
says 

a loan often requires one year. 
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One of the key issues CYSEC fates is how to identify those 
with entrepreneurial potential. 
 Some of those who completed train
ing never set 
up their own businesses: 
over 500 people have been
 
trained, but only 378 ousiness units were set tip and some of these 
units were run by people who had not been trained. 

CYSEC's repayment rates 
have been improving steadily (f:om
 
a low of 60 to 65% for the Revolving Loan Fund), as it increases 
its follow-up support to borrowers and tightens up its lending 
procedures. The banks are pleased with their arrangement with 

CYSEC and feel that CYSEC assistance guarantees them a higher re
payment rate than they could otherwise obtain.
 

In 1978, 
 CYSEC began functioning in rural areas surrounding 
Calcutta. 
 In one new project, the Revolving Credit Fund was used 
to finance 12 traders including mat makers and grocery shops, 
in the village of Sangrami Nagar. Later, the lndian overseas 
Bank "adopted" the village under CYSEC sponsorship in order 
to help more than 150 families living there. CYSEC now sponsors 
businesses such as rickshaw drivers, glover makers, retail shops, and 
weaving projects in several other villages. Most of these people 

do not receive CYSEC training.
 



Future Plans
 

CYSEC plans considerable 
expansion in the 
near future.
Rural A
Technology Centre is being planned, with collaboration 

from
the 
Sunderban Development Board and Possibly UNICEF. 
It 
will undertake Programs in mini-rice mills# 
fruit processing Plants, fish
drying Plants including solar driers, 
grain storage bins and seed
 

Processing Plants, and other 
installations.
 

A non-formal Vocational training centre 

In collaboration 

is also being planned

with the 
Ramachrishna 
Mission for rural 
industr;es.


These industries include crop husbandry, Poultry production, fishculture, honey production and canning. 
 A marketing consortium is
being developed 
to relieve small 
businesses of their Present problems
related 
to marketing. 
 This consortium will 
not only sell products,
but supply market information and technical guidance 
on product
design and development. 
 The Consortium would act 
as intermediar,,

between buyer and seller, providing its own guarantee 
as 
to product
 
reliability, 
quality and fair pricing.
 

Impa1ct 
As an example of the 
impact of these 
loans we 
cite the follow

ing case Studies: 

A loan of Rs. 
5,000 ($625) was given for the
cotton gloves. 
used 

manufacture ofThe ownerweaving the loan tomachines purchaseat Rs. 6 glove400 ($50)furniture each. Hle alsoyarn and purchasedneedles.operate Young employedthe machines boys are on eight toshifts.tile boys at 
hour The ownera rate of naysRs. 2.50 ($0.31) per doze n 
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Most of the boys turn out 2 dozen gloves a day for($.62), which is a Rs. 5decent wage for a young Inldian buy. 
lie has purchased 2 to 3 machines quarterly fromand now has tile profits29 for weaving gloves and 4 for weaving gloveribs. lie employs 33 boys to tend the machines and 40 womento stitch the gloves together. The capital investment 
per job created is about $50.00. 

- A young widow with eight dependents receivedRs. a CYSEC loan of1,600 ($200) to continue her husband's busines.; of repairingand (lying old mosquito net:. Since assistance,grosses Rs. her business6,000 ($750). She earns a living ofand employs four As. 500 ($62.50)people at alt average wage of Rs. 150 per month
($18.75).
 

- A maker of leather sandals received a loan for Is. $4,000 ($500)to allow him to buy raw materials for the Festival in Septemberand October. 
 lie employs eleven people who earn Rs.month ($31.25). Gross 250sales are Rs. 12,600 per month ($1,575)andhis income is Rs. 600 per month ($75). 
- A woman who was trained by CYSEC as a tailor received a loanof Rs. 600 ($75.00) to buy a sewing machine. Sile netsof Rs. 300 ($37.50) per an averagemonth by sewing and embroidering ladies'and childrens' dresses. 

The average daily gross income for very small retai ing
 
operations CYSEC 
 has assisted is Rs. 25 ($:3.13), with a daily
 
net of Rs. 7 or 
8 ($1.00) or about Rs. 210 ($26.25) per month, 
a subsistence level income for an average family of eight. 
This is similar to the wages paid to worker; in Ihle case 
studies for CYBEC-assisted industries. 

An average of 90 new businesses are ;et up Iachlvear. Up 
to 1975, the failure rate of tile businesses set lp was about 50, 
but since then it has declined to 25X. 

The banks are positive about the program. As a reslul of their 
association with CYSEC, banks can meet tih'ir co1mmitmenLt to Iiling 
in this sector, get satisfactory relayments and transfer the almini
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ministrative 
costs to CYSEC. 
Flank staff who 
are members of tile Project

Screening Commijttee spend 
two afternoons a month at 
CYSEC, a 
sub

stantial comnitment of 
their time.
 

Assessment of Potential 
for Further Develoment
 
CYSEC has plans for modest growth over the 
next few years in terms
 

of the numbers of people assisted. This is 
In " 
pIng with Itshistorical
 
approach, which has been to 
provide 
 relatively sophisticated assistance
 

to a small 
number of people.
 

Since 1978, however, It 
has been experimenting in its rural 
program

with the provision of much less sophisticated services to larger numbers
 
of people and 
it is working closely with the 
banks to do this. 
 CYSEC
 
ha.3 not yet decided what 
the Implication of 
this type of program might 
be for them programmatically in the long run.
 

Projet Assessment
 

CYSEC Is currently following two approaches to entrepreneurial 
levelopment. 
 The older prog-sm, which is 
strictly urban and works
 
,ith the educated unemployed, provides vocational training of 
a fairly
 
ophisticated 
type, which results in 
the establishment of relatively
 
arge 
(by Indian standards) business, requiring 
investments averaging
 

bout RS 4,000 ($500).
 

A second approach was developed for rural areas which was needed 
!cause of the lower level of education on the part of the participants. 
i this case, no vocational training 
is provided. 
 Instead, persons with
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existing businesses, for the most part, 
are helped to expand or move
 
from selling to manufacturing, say, of gloves. 
 in this case, much 
smaller investments seem to 
be required, averaging about RS 1,00 ($125.00'
 

Transportation costs are higher to reach rural clients, but costs on
 
a per client basis appear to be lower for rural 
clients because no
 
expensive vocational training 
 is provided. Although the newer approach
 
Is the rural one, CYSEC 
 has no plans to downgrade Its more expensive
 
urban program and are, in fact, opening a new training site at Salt 
Lake. They feel the two approaches are aimed at two different kinds
 
of needs, which should 
 not be mixed -- tile very bottom level requires 
greater liquidity and a minimal amount of supervision. But once the 
business reaches certain size, (especially witnha new enterprises), it 
Is necessary to provide beneficiaries !4ith technical and busless
 

training.
 

CYSEc Is, however, concerned about the fact that at least 
25% of 
their trainees never start businesses and another 25% of those set up
 
fall. Sluice they are tie
In business of creating business this Is 
all expensive waste of scarce resources. It rusts CYSFC approximately
 
RS 3,612 ($451.50) per student who enters 
 training to provide this 

assistance. 

Thus, although the training is not "lost" In the sense that tihe person 
utilized often uses it In his wage employment, the facilities of CYSEC, 
which are relatively expensive, are being used for a purpose other than 

that intended. 

One means of dealing wi th this problem wtuuld he Io comb ine the two 
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programs. 
Assistance would not start with expensive vocational training;
instead, smrll 
loans and limited supervision would be provided to all
applicants. This way tile new entrepreneur could see if business was tohis liking. 
 The loan would be kept small so tile risk to 
CYSEC would not
be too greatJ Then, if after two years or more, the business started togrow and the entreprenet.r wanted training, It could be given to him. 
 Inthis way, a larger percentage of the training would be likely to
retuined directly 
be
 

to business 
 and it might also be possible to let
 
the student pay for part of tie cost. 

Clearly, CYSEc's current cost of opprat ions are comparatively ligh.It is not likely that given these high costs, that it will be able to 
reach much larger numbers of people.
 

Organizationally, 

CYSEC tends 
to be rather formal.
 

In order to olLt;,, ftLudl, Board members are drawn fromthe elite structure of Calcutta -- busInesspersons, 
officials, etc. Thisis understandable 
given the large budget CYSEc must 
raise each year.
It also reflects the way CYSEC originated the-- as response of agroup of businessmen and community leaders to the social unrest and
growing unemployment of the early 1970's. 
Unlike many other programs
we have seen, these community didleaders not themselves get involved inthe operation of the program. Others were hired to do this. Theproblem was defined by one set of people and actually solved by another. 
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This is not necessarily a problem as long as 
there are high quality
 

people on both sides and 	 good communication between them. If staff 
listen to beneficiary needs and can convince board members of these 

needs, it is possible for this form of organization to be as 
effective
 

as 	one 
In which beneficiaries have direct control of decision-making.
 

Le'sons to be Learned from the Project
 

1. 	 That tiny new enterprises can be establildhed through a combination 

of loans and vocational and management training. 

2. 	 That vocational training significantly Increases the cost of 

services on a per-client basis. Therefore, programs such as 

this will have 	difficulty reachingmore oftitan 	a small number 

clients a year.
 

3. 	 'rhe CYSEC process seems to work because: 

a. 	They have a dedicated Board and 	 staff. Staff are relatively
 

well. paid.
 

b. 	They keep the numbers of those assisted modest. 

c. 	Staff are sensitive to 
the 	needs of the clients.
 

d. 	Training is carefully geared to 	 the needs of the market place. 
e. 	In Its early years, It relied heavily on volunteer help. 
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P~ro .!eRe lIcabi11ity
 

This program is probably replicabje. Its principal advantage IR thatits principal component is vocational training, which is 
a traditional
 
program that has been 
Implemented widely. 
 The novel features of CYSEC
have to 
do with the methods of client 
selection, orientation and support
 
In setting up a new business.
 

Setting up relatively few businesses reduces the potential problems.
These factors make strong leadership much less essential In thisprogram than in othen previously described. It is also an approachwhich can be Implemented with relatively frequent staff changes (whichCYSIihas experienced) and even with some conflict between staff and the 

Ikard (which CYSEC has also experienced). 
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CONCLUS IONS
 

The purpose of this study was to 
see if It 
were possible to
establish programs to provide assistance to the Informal 
enterprise

sector In urban and semi-urban areas. The conclusion to this 
question, based on the Indian experience, seems to be "yes." In 
fact, one cannot help but be Impressed both by the variety and
magnitude of current Indian governmental and non-governmental workbeing done I, this field anti by the considerable amount of experimentat otaking place. 
 India may not be typical of the rest of the Third 

World, bt Itis an Important laboratory, which Justifies careful 
monitoring and much more careful research than was possible In this 

report.
 

For the purposes of this report, we have deflned the Informal
enterprise sector as that In which the po-rest hldlais are enaged
In self-employme 

n t . The Indian Governnent defines 'poorest" as
those families In urban areas having a yearly income of less than 
Rs. 
3,000 ($375) and in rural areas Rs. 
2,000 ($250). Activitles
 
can include manufacturing, servieing, 
retailing, and wholesaling.
 

The Indian Draft Five Year Plan estimated the Informal enterprise 
sector as 
employing approximately 32 millIon workcers,. Further,

given the employment difficulties In other sectors, this number Is 

'Ihis includes those engaged In wholesaling, retallin,, servicIngand manufacturing. 
 It does not Include small fariers. 
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probably growing by at 
least 
I million persons a year. 
 In India,
 
as In much of the developing world, the informal enterprise sector 

is the employer of last resort. 

Barriers to entry (other than the psychological and social 
ones, which may, In fact, be substantial), are lower in this sector 
than in larger and more modern enterprises where employment opportunities 
are more limited. hlawkIng requires no education. Stock is often 
purchased in the morning and sold during the day so that profits 
can cover daily expenses for fo., and other basic necessitles. 

lIntial investment Is minimal aid although in theory, continued 
entry into tie sector nay only frrtiher sulIvide the market and 
depress incomes, In practice, the demand seems to be increasing 

fast enoutgh, due to pirpula' Ion growth, to dampen tie potential 
impact of this factor, even In situations where tile larger economy 

is stagnat ing. 

The key problem of the Informal enterprise sector is that, 
in many cases, It locks the entrepreneur Into a close(] economic system. 

Tile economic system is closed in two important respects. Oin the one 
hand, for what appears to le the majorlt 

v of those in the sector, 
sources of supply, includlng credit, come from within the sector, while 
products are designed for and sold 'o others within the same sector. 
lelat Iveiv few are a;lhe to compete for raw matfrials and markets in the 

larger economy. Since the number of poor people is growlng, the demand 
for their servlces Is increasing and they are relat ively unaffected by 

larger economic factors. 
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The system Is also closed because the average person entering
 
upon tills 
activity probably hopes it will be 
a stepping stone to
 
something better. 
 But the key to 
breaking out 
of the system Is 
the
 
accumulation of savings. 
This Is extremely difficult in the sector for
 
a variety of 
reasons, 
including those related to poverty 
 -- sickness,
 
family problems and lack of entrepreneurial skills. 
 These -entrepreneurs
 
are 
iampered by ihstitutional problems such as 
official lpdifference
 
or hostility, and the high cost 
of services, including credit.
 

The Indian Cuvernment's approach to the sector Is symptomatic of
 
the'types of problems those entering It 
face. 
 For tie first 
20 years
 
following Independence, India pursued a policy of massive investment in
 
large scale Industry. 
 Tile theory was 
tie benefit of these 
investments
 
would trickle down through 
 tile system and pull the poor up. There 
was
 
also support for traditional Industries, especially cloth weaving which
 
employed millions of people as 
part of 
the Gandilan lcgacl.
 

As it became clear that Investment In 
large hidustry had little impact
 
on 
tile growing population of the poor, 
there was a gradual shift In 
favor of smaller and 
smaller Industries and the rural 
farmer. 
 Iowever,
 
until recently, these slifts had little Impact on 
 those Involved in
 
.trade." This sector, the Indians continued to view with antipathy
 
born of traditional values. 
As In other parts of the world, 
 such 
activity Is perceived as 
exploitative.
 

Gradually, however, as 
the realities of the explosion of the 
Informal
 
enterprise sector became evident, 
the Government's view has change(].
 
It now recognizes "trade" 
as the Increasingly prevalent point of 
entry
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for 
the very poor into economic life. 
 With that in mind, it has begun
to look at 
the sector with an eye to examining 
the means by which this
entry point might 
be used to ratchet the Poor out of poverty.
 
Thus, the Indian Government does not 
see assistance to
sector as an end 

this
 
in itself, but 
rather a means 
to the end of moving
people out of 
the sector 
to limething better. 
 This is important


because many economists 
argue against assistance to 
the sector.

The Government Is tryilag a number of different methods designedto open tile present close,! t, onomir system. First, and probably most
importantly, It is focusing on 
policy. 
These policies relate to
such issues as reserving certain items for small scale manufacture;


reserving certain percentages of supplies for small scale businesses;
requiring that small-scale buppliers are utilized in government purchases;
easing import restrictions for small-scale operations; 
 providing export
subsidies to 
-.
;e sector, and developing 
or extending 
a series of
 
credit schemes to 
the sector.
 

The Government is also, as a matter of policy, encouraging and
supporting private voluntary agencies to work with the sector. 
Although
these Policies are still experimental, 
over the long run 
 they could
 
have a dramatic impact.
 

On the program side, the Government, through its elaborate mechanisms
to assist business, including the recently created District Industrialization

Centres (DIC), is trying to 
reach the smallest units with technical

assistance, including retailing units for the first time. 
 So far,
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tills type of assistance is very expensive and as far as one can tell 
from cursory contacts, relatively small numbers in the informal 

enterprises sector are being assisted. 

The really exciting activity in India, p,vidlng credit to
 
Informal enterprises, Is taking place In the private sector and In
 
comslercial banks. 
 This, as already Indicated, 
is made possible by
 

supportive Government policy.
 

The importance of credit to people In the informal enterprise 
sector is a complicated question. 
 It is easy to argue that it is the 
critical point ofaccess to working with the sector. 
 This cat, be 

translated as: 

1) it is universally perceived by the majority of informal sector 
entrepreneurs as their most critical need, and
 

2) it Is the most easily and cheaply deliverable service to the 

sector.
 

Credit is 
 at 
the core of every program studied In India that was
 
attempting to work with this sector.
 

This still does not, however, answer the question of the importanc 
of credit. 
The importance of credit depends on the type of program.
 
For a program aimed at uplifting an entire community or group of
 
people, not only economically, but socially and politically as well,
 
credit may not be important relative to other factors. 
Mrs. JayalakshmI
'
 i
 
program In Bangalore Is 
an example. 
 For a program trying to set up
 
people In business, it may be absolutely critical. 
Loyola Joseph's
 

program in Madras in an example.
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These Indian case studies prove that credit can be a powerfultool. It also makes clear, however, that this tool must he moldedtle unique circumstances to 
of each program ';it 'lat In. There is noVersally repl cah.le 

uni
model but the case sttdies broaden tirerange of

choi ce beyond that wh Ich was previotusl y tto:ight avaIlable. 
The conclusions of the study are:

1. Governmentpolcy 
Is essential to create that climate that re uIreq


credit toJ2!!-vded to largenumberof people in tillsectqr. TieIndian program Is, of course, highly subsidized, Including extremely
low Interest rates anid a loan guarantee fund (although the guarantee
scheme Is making a profit). 
 But in fact, 
Indian commercial bankv.opratej In such a way as to reduce tire subsidy, by making these lowInterest rate loans only a small proportion of the total loans to thesector. 
 In 1976, a Government Commission 
looked at 
Interest 
rates andwas in favor of raising them, but viewed such an act as politically
impossible. 
 Most other countries aould come to tiresame conclusion.
An experimental credit scheme In Bangladesh 
is trying out 
a flexible
Interest rate which may go as high as 357 to reflect tile true costsof lending. This program has only re:ently started and should be watchedwith great interest by those Interested In this issue. 

2. Commebsrc 
 .kCan under the 
right rcu tnce t
 

sect .li*, 1 p rofIt.at Tire key requirements are to keep loan supervisioncosts low, making supervision effective (reflected In low default rates)
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and reduce to the extent po3sible the nimlier of loiaian gfIv.1 at the 
lowest Interest lates. In best bankthe leundngprogrlss to thi 
sector each field staff person can supervise up to 400 loans and keep 
the default rate under 10%. The banks call also utilize community 
leadec-, who typically operate as volunteer assislnts to the banik 

staff.
 

There does not appear to be any formula to select and supervise 
loan recipients. With a dedicated and senairtve staff, there appears 
to be few problems and a low default rate.
 

One radical experiment which 
 Indicates the expanded development 
role that banks can play is the government imposed requirement that 
banks "adopt" villages. 
 Thus far, 70,000 villages have been adopted
 
by banks. Adoption requires bank staff to function as community develop
ment officers and not merely loan agents. This is a new role and 
there are many difficulties. But some thoughtful bank officers feel 
It I helping to broaden the roles and responsibilities of bankers 
beyond that traditionally assumed. Tfhe vat1',,s ways bank. can take 
a development role warrants more (.areful study. 

3. Speclalized governmental or Iqas.-gernment mach 

to work with the 


a l caneryc, c__reated 
sector. Examples of this are the Khadl and VIIlage, 

Industries Commission, the District Industrialization Centres and
 
the Women's Cooperative 
 Financial Corporation or Hyderabad. Others 
are government-regul ated cooperatives like the Indira hahila Cooper
ative Bank in Bombay. The differences In cost, qu lity and outreach 
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of services of 
thleSe Various progran s is (Or'nort's. ran in 
 from expensiveservices )f I
o (Iuaity which re;l(,l 1 .' h(i to rob:|;lv v neXe.,ivt . I fogr nms o f h0t t r qIa 1 1t v w tit 1 r e a c h a y, Mny (oVe r m e n t 

agencies have troi)l(,e getting goo(d pople an1) lv their ;tructureand system of rewards ;,n expectat ions have diIfficulty reaching verypoor people but there are notable eXcept ions t1 th is and this area 
too arrants carefulmore study. 

4. 
 Banks and VOlunta!r _apenee 
can coo 
eae
 
.
 ._q 
 r--
 es 
 nc 
 rate 
 It Is sometimes In 
tile
Interest of both banks and Voluntary agencies 
to collablorate 
to provide
credit. 
 The banks often have difficulty in Identifying potential
borrowers of tiny loans, since these peopleare 
not usedto using formal
credit and find 
it frightening 
to approach 
a bank. 
 Likewise, banks
complain 
that the needs of tiny borrowers often go beyond the 
mere
provision of credit. 
 Money borrowed 
may be used for 
a variety of
non-business 
purposes. 
 Sickness 
or family problems 
may prevent 
business
development. 
 Police harrassment 
or failure to 
grant 
a lfce .,e may
intervene. 
Raw materials 
or markets may not 
be reliable and business
skills may he lacking. 
 The banks have looked 
to voluntary agencies
to perform these 
functions because they have close ties with community
groups and 
are skilled In dealing with at 
least 
some of their social
 

and political problems.
 

Most of the voluntary agencies have 
lIttle experfen.e with 
business
and credit. 
 Although 
many agencies feel 
that credit 
is not the key
problem, theyview it as a point of access to begin 
to deal
complicated problems. 
with more
 

Many of them feel their relationship 
with tile
 



bank Is ideal, since the bank cal ilerform Elhe ('"mpI ca; L task ill lend
ing and keeping track of funds while they I're assared their cllents 

have access to credit. 

III many eases the voluntary agencies have shown themselves 
to be good enough at dealing with the prohlviiis of borrowers to reduce 
the default rate from 10Z to below 1% at a very low cost for super
vision. The voluntary agencies are particularly good ;It encrliragi,
borrowers to use the money for business puirposes and dealing wiLh problems
created by governemental policy. Lacking business experience, the 
staff of these voluntary agencies has typically not dealt with problems
like manageuent, raw material procurement, or marketing. But inI working
with these tinlest of businesses these technical Inputs do not seem 
to be a major area of need. It Is interesting to note that the agency
with the lowest default rate was the one with the least capacity to 
help on business problems.
 

What makes the relitionship between the voluntary agency and tie
bank work? The simple answer Is mutual trust. In each of the pro
grams reviewed, a relationship of trust I,ad been painstakingly nurture(].
Real trust, of course, is built on success -- meaning large numbers 
of happy loan reel 1-its,I most of whom muct repay their loans. lIn
India If loan repayments are above 90%., the banks appear satisfied, 
but this must be put in the context of government pressure to loan 

n thila s0ector. WIthout this pressure, banks wo muld likely require 
a 97% payback and an interest rate of 10. to break even, unless 
there were a loan guarantee scheme. 
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Aside from a low default rate, trust can be built In a variety
of ways. In one program, a committee composed of representatives from 
8 banks meets with agency :,iaff hi-weekly to review and santion 
all loan requests. This mutul1 acceitarc of responsibile tv seems 
to foster trust and re.;pect. In anotih..r program, all agencv volunte.er 
accompanies a bank loan officer to meetings of potential loan recip
ients. The agency volunteer facilitates tie meeting to take as little 
of tile loan officer's time as possible. In yet another case, the bank 
actually 
pays 
a fee 
to agency-selected collection agents for 
tileloan
 
repayments collected. These are all ways of keeping communication 
open, sharing responsibi lity and iuiing trust. 

5. Voluntary_agencies can take tile _ntiatve in providing these services. 
The key to successf.,! voluntary agency assistance to this sector seems 

to be: 

a) astute and charismatic leadership; 
1) 
committed staff willing to work for low pay, who are responsive 

to client needs; 

c) heavy use of highly committed volunteers; 
d) the wise use of availabl, governmental programs, Intiatives and 

r esoulrces; and the
 

e) feeling on 
 the part of beneficiaries that thib is an organization 

responsive to 
their needs.
 
Not all of these factorr were present In all the programs described 
earlier, but they are all present In tile most successful ones. 

http:volunte.er
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Of these, tile moat cr[tical factor Is I-idpr,ship. Astute 
leade.r
ship can make up for the initial lack of usbInesi experIence and 
other factors. With strong I eade rshill tihe olther elea ets of a god 
program can all be added relatively rapidly. Tihe key sceems to be tofind allorganization with good leadership that Is ded icated to working 
with businesses In this sector. 'or this reason, a si gnificant expan
sion in the assistance to this sector would occur If strong voluntary
agencies with astute leadership were Identified and helped to learn about 
various approaches to reiich these business and provided with a link 
to banks and other financial institutions to provide needed credit. 

What can we learn from the different approaches to assistance 
to the sector taken by different ageit:ie.,;? Each program reviewed has 
a very different approach based on its own particular purpose. 

The purpose of NAESEY and CYSEC Is to establish uew businesses. 
These two agencies achieve that purpose In very different ways. NAESEY 
Is following a very Innovative approach, which we might call the 
"corporate" model. 
 This approach hais the advainitages of requ iring
little overhead, and places a maximum responsitility on the part icipants 
to assist each other, and has demonstrated that It can grow fairly 
rapidiy. 
There is no training component In this approach and minimal 
technical and managerial assistance. 
 Yet loan repayments are excelvilit 
and practically none of the businesses fall. NA.SEY Is achieving 
Its purpose. Its impact has been a substantial Increase In Income for 
participants (usually beginning at zero since they were previously 



III)emip I"Y)ecl) 

(:y~;Yl ' Ws a more t rail t ula aI v alIrI, wlii we mlit't'ediii.ltHnlu I aid * and at reases vVioi)ct OInlale ijeatC lid ifol 
call t ie 

I tli e 

by l hIp,,hly lual fledl iiri aliii)l s;talff. .iiurl+ih.hiIt:sll; 

corillraivitlviv 
 Is 

expci lye, It relUoll'es a i61rpe aii-8 lly whchll
"eal.r t tieil p Ia Jt j il l . Also), I al reillYiu.n 
ila r 

riteaj are noty a;a ,ood as thosae of NAESEy and a larger percentage of IniuiInessesacLtual y fall. Ulike tile other programs, CYS,+ was nt deve] apedth rloug J| tile to g Involve ment of the ConUhili ty; arsleI pa t on (if 

beief Ic laries Inl the organ izat I(o, IS the lowest of ally organizationsLtldIed. COmmunItly part ic ipation seems to be all Important flictor In Insuringu,ood iaybaek and a high rate of lii lless success. Also, unlike otherIrograimsn. there has been f rellelt staff turlover. '[ie program however,has manaled to s<rvIve and grow and serve a modest nutmlber of cl-llltssiffIul enl Iy Well so that 75% of tiI traInees9 set tliemnelves up Inb"!; Ines. . The lewler "'ral prog ram seems in fact t ibe pursulngdifferent a much approac 
h !N, .. iplaying vocatlonal tralliig


tradtil t lnai 
and utl i Izlng


Community stipport aLtruet+tres. The unit cost of a ssistanceLS lower anld tie niiluler of ieople willo be reachedcall 
Is Increas ing.In both of cYSI.C's prograa.,; there hls been a substantI l ihIncrease Il 

Income for part IcIpant+q Ill Illlly case,,;, 
The purpose 
 of tle Worluig Wonien's 
 FOriim I- to organize the womento fIlil for their evoiriolnic and social rights. As such, tile ForuntIS mare-V i movellient thall an organlzat loll. Its act lvit ios vary fromorgi ;t Iz og leet IlOgs Lto 1roLtes t PoIcIv e 1ha rasSmenlt , to iteracy c Iasses, 
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to providilng credit. It depends heavi Ily on charism.Jiai li,,aafersfa I
and staff and the heavy Iue ,)I vo(l lh Ier;. ,IanehaLtIIt.s 'osta 1)1 re")la tlg 
are extremely low, lens thiaan $2 per meumel. WIih thl I aPlroac.h, it
has been able o )rgallize over 5,000 womilen1 11 18 sailt ias. It also las
managed to hellp 3,000 women get loalln (defaili less tian 10%)
withoit any tecinfcal or managerial silpervishi on, through the Iro(,e!:a;
of' having vol,,nteer group leaders stand g ,aritur for loan repayment. 

The Impact of the Forum has been to inla lcie oIncoer 
and self esteem, reduce police harassment and get better 

condittions In the markets.
 

The purpose 
of the flagalt r layout Is to move al entire colnnlluinfly
of 12,000 out of poverty. To accomish this, It has a wide range of 
programs Il ie]l th, education, hous t1ug, etc., Inc lading one to provde
loalns mostly to women entrepreneur . To opera t thesevaliOl.i,e p ro ra sthey depend heavily ondeiIcate(laild poorly palid staff and inipaail v)ltlll
teefs, who view thIs asl their orgalizaitio}n. It, 7 years, as a result of 

Is basacally a what comunilty development approach, ill,e coauntmity has 
been completely tral sformed from one if the worst :irna to a mtidel 
area, with all the basic physical and soc ltal amain itles. As tarL of
this effort, they have arranged a laige nimfer of loans wtth a daefulilt 
rate haul lw 1%, the loiwest for any program reviewedl. The Impact ias 
beet to completely change the lives of tile people and to move them 
well on their way aaaatof poverty. 

We have Identififed a nimter of applroaches, all if which seem 
to have a poltlve impact. Yet one aliiat escape the conelhistonl that 
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the programsbest 
with the highest Impact are modelsbat rather 

not at all,emerge as a unique mixturv, out of the expressions of need 
of local people. 

On the credit !;Ide, a number of alproaches have been ttsedthese inprograms either sIngly or In combination: 
1. credit has been tied to a savini-; program (the savings and 

loan cooperative approach); 
2. groups are created wIth the leader as guarantor;3. businesses 

linkedare together In an Interdependent 
cha inso that each business is dependent for its SUccess on tle 

others; 
4. banks have hired local people as collection agents and pay 

them a (ttttitlssion; 
5. the organi za tion has itired ('olect ion agents and pays them 

a commision; 
6. community volunteers or staff have lone intensive
7. a fo:_Ow-u|);Committe (f bank S;taff ha-; reviewed loan appl icat ioits andhas approvedI oitly th ;, wito jrt IIPlly

8. to repay;vocational 'nd Itusiltess tra initt, hts been provided to Increase 
tile likelihood of butsiness St'ce 

5 5
"tiered" Iats have heen tvn, ;tart lng with 
to a tiny onetest til. h.rrower to) get the graduallitv tsedI ttt ts ittg 

credit. 
A particolariv 

difficultt issue for thie;,, prttgr,tmsMotve those is flow toi l.t itv ses tip tile ladder In term.s of size ttd Investment. 
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The consensus seems to be that at tie very bottom, tihe i)mount of 
technical and managerial assstance needed Is minimal , or per:iaps n;t 
necessary at all, while social support r,:ids, are considerable. hut 
as the size of business Increases, .o do tie meeds for other kinds of 
services. 
This Is the argument behind CYSEC's program. They are 
trying to develop a more sophisticated type of buiiness and they feel 

more training Is required for this. 

Since these servIres are rather expensive are there novel ways 
in whiJch they could be provided more cheaply? The NAESEY system, 
utilizing a "corporate" model, establsihes every service needed by Its 
enttrepreneura as another business, rather tihan hiavinIg these services 

provided by the agency. Tlhisa means settlng il) tlie supplIiers of feeds, and 
the veterinarian, the wholesaler and retaller of ml1k as Independent 
businessmen. The owner of lie dairy hiJrd paya directly to support- the 
(dcctor and the feed sippleii. Indirectly lie supports witles.'iog 
and reLailing through the price lie Is payed for Ills milk. ThIs 
approac.h requlreti an experienced busin;v:t,man 
(sltil as Loyola .oseph) 

to haplement, but such people can be ftitd. 

Recomhteondat foil
 

Given these many factors lincludnl, tihe cr Iical Iuportiince of 
leadersht ip to the seccess of ptrograms anmd th lecd lor prorauos to 
grow out of the unique fabric of local cmd Itm if rt:npomse tit local 
needs, we do not reconmiend a qlivgle natinimaittllodel program. 'Ie Covurmemi(r 

policy witm time greatest Impact on ilie enterpr i ne sector 
has been 
to reqiire that credit be made avallable. The lmpotlt t point Is 
that credit becomes a resourcLe which local agencles, whetler governmental 

or non-governeutal, can adapt to their needs. 
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Credit is doubtless the easiest 
anti cheapest assistance to these to extendtiny buslneses.S Its POSitive impact is also fairly clear.In the Case of Countries other than fndia sonme sort of creditmight schemebe conideI. "r the hanks to' admillonter It, however,terest anrate Inthat reflect, true costs will h,:ve to ho charpedrequire a guarantee furIn,at least 
and will 

n iialy. In b ndia, credit policy 
is currently being reviewed. Tlhere Is !;(ome tibour'it of settinga separate upbank for lending to mall I dusi rles. 1 ist may or may 

n o t in c lud e len d ing to tile n fo rm l se r ( fir l d l 'otrg )iR ) . A e p ra te 

ilnstolttiori Might he very Usefllj for strver;i r l ';nsReserve Iresirilt lV, tirea nk of [dia handlesq red iscotllnt tig I ;Wi r'l'arteefs
audits. and halnkSetting up a _prate lnst tutilnn m)ight make hankswilling moreto utilize tire loan sc';hene anid thlis 
finance 

be more willing to)tile se , ince tills new hank mnight focul attention
problems itsand needs. 

on 
Firril I,, marry ofIbank iiI;Lis compla ielack of iiformat ion ;rIlrt teItOn what each other were duing,

for 
mak ing It ifficiltthem to know hlow to proceed. This new bank might serveinformation as airiroker, to facilitate tire exchiange of Information On 

successful programs.
 
Ot met resources 
 COlldi be provided to ielp) tiny buh esses,as vocational suthtratning aInd maia, ,ertal and techniical ;ihnwever, ass tataue.such prnngram; shimli he undertakein wit iilgeat caunnn.are _en-v Theyexpenslve In mot casesq ant for tili sze of enter)f r_their in ortanc, Ia; rot bleen establi siud. tiier 

Iruirid 
thal the "C(rIrprate"I tilieririrellil; 4lq iii tins report Is th,:l Iillinr,, men I a ; istarce 
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programs at this level s'ould not be implemented until new methodologies 

have been developed and tested can the cost towhich lower reasonable
 

levels.
 

The ocher that is Is
element clearly Important leadership develop

ment. Since leadership is absdlately key 
t local program success,
 

It would seem desirable to nurture and develop such leadership as a
 

cmnsclous policy. Leadership to run programs of assistance to informal
 

enterprise entrepreneurs 
 is not, howJevsr, like devel~plng secondary
 

school teachers. You not program li
do develop leaders classrooms.
 

These leaders noaL need ,heopportLitt-y to exchange 
 Ideas with other People 

l.ke themselves. This ia best achieved by: (1 letting them travol
 

to :;ee other programs; (2) letting 
leader-4 meet occaslionally to
 

exchange lt'..as; (3) and by a classroom program for leaders of no
 

more than 5 weeks duration, in which they would use a case-study 

approach to look at each others programs and by helping each other 

to design solutions to the most pressing problems. 

This approach to leadership develucprent Is oot one which Government 

con itself implement. It requires flexibility in arranging travel
 

fur leaders and coordinating visits with local agencies. It requires 

ul)jec. vity Ir select tr those for partlicipation in various pro!raufMls. 

For these reasons, such a pltogran could hest be carried out by a 

ioluntary agency. In the zase of ,ndia, thL. nihhi be AVARD, the 

Gandhi Peace Foundation or even one of the programs studied in this 

report, which has national aspiratli)ns. This Includes NAE.;EY and 

Working Wmen',i Forum. Actually, those small voluntary organizations 
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would probably do a better Job, since assisting these businesses is
 

their area of expertise. Larger agencies have many other programs
 

and no particular experience in the informal enterprise sector.
 


