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or business-

Banks can play a big role if they u

GOVERNMENT or-
ganisations {GOs)
and non-govem-
menl organisations
{NGOs) are recog-
nised and pre-
moted as  best
suited for develop-
ment  manage-
ment—be it in
COMNE EEneration or
capability creation,
especially for
poverty-stricken household or micro
units. There are 3 few points here 1o
nete, First, in the absence of direct in-
palvemen: of an instmution in promot-
ing income generation, COMMUILY
stakehalders often perceive pure capa-
hility develnpment as a foee service. Sec-
ond, stakeholders are keener an part-
nering with institutions that can offer
direct market opportunitiss apart from
capability creation. Thus, in the field of
meome seneration, institutions like
Ahmedabad-based Sews and Dastkar
have an edge over GOs/NGOs that onky
impart skills. This is more so for mico
and poverty intensive enserprises, which

can least eFord 1o either seaut for various

pend time inorganising thee-
selves only to see their effors getdiluted
an aceount of inadequate markst poo-
mation. Third, income generation geis
priority over capability creation in rural
development, and this boosts the
process of getting organised. This hap
pens faster if there are income possibili

tias, either based on the organisation’s
track recard ornatune of pedvicy
Fourth, developmental enterprises
are already at equilibrivm, and they de-
play their resources seri Wy for
significant changes that |
stantizl difference in outcome. There is
a serious shortage of such muld-pur-
pose development insti
Her=, the role of banking/quasi-
banking (that is, microfis +) inatitu-
tions is of coitical importance, First, being
in finance, banking

ment required for preparing this market
for loan absorption as well s for smooth
paylng capacity thereafter Clearly, this
i 0 non-husiness element, and the moot
polint is whether can be converted
into a business plan for the entry of te
vast network of banking or quasi-banking
cltErpirises into ,::L-_.:.— nent by pro-
muot g Ialness frst

Wistl, o thing i for sure, and that s
the ptral propensity of buginess unirs
to first pehleve buginess growth and
then go lor the neces-

institutions  under- While banks are flush sary capabiliy cre.
stand business better with funds, the n:m__t__ﬁu 0 _.:.._ ,:"_u this
tanmanyNGOsand s thatthispotentlally. ST
G0s. Second, the in- ; ctive  business
volvement of banking _.Emm __..E_.rm._"._m not qmn____u_ agentda o banks
(type) units anaches to “shoot" in terms of would help. 1

& brand 1o the process mﬁmn—.._u.n._ﬂﬂ af finance also have the advan-

of business delivery,

e figure by any vardstick
e it is encouraging that banks

marker i3 not ready to “shoo”™ in b
of ansorption of such finance, Hence, de
spite the supply ease, there are natural
stential demand.

CONSITAINGS CX

tage of linkages to a
host of businass units
ciin be signed on as appropriate

iis specialised service providers.
fi. it is bur namral that when &
meiiticuilng bank hranch thinks in tarms of
araviding such services, it makes sense
o concenrate on one or few products in
that tegion (say, micro,/artizan clusters).
But during the process of such develop-
[IeTiL, W st assass ‘efficiency” as much
as the lkelthond of taking “equity” along.
We st especially treck the involvement
of thil paarest urits, which are capable
but A either underinformed ar inelas-
ic {11 thelr response to market nee
that iz, 1o change their current “low

led inclusive growth

nderstand the dynamics of deprivation

level equilibrium”). Extermal value chain
parmers are nof ikely to make special of-
forts to address such non-market ssues. If
Incal NGOs become part af the local
power structure that is tilted against the
moast deprived {as is the case at times),
then they oo are constrained in their
ability to address this issue. As a result,
relative poverty could worsen—with se-
ven: social Tepercussions

In sum, we find that in ncome gen-
eration activities, financal/quasi-finzan-
cial institutions score a paint over 2t least
tion of the traditional engines of de-
pment management, and can cet-
tinly be an altermate channel. However,
while promating such business-led
growth of micro/poverty intensive units
in clusters, there are some non-marker
phenomena that must not be mored
These include (a) demand generation
through linkage creationand (b} ensuning
long-run equity as an integrated process
through the same institutional macha-
nism that promeres business. This will
ensure low delivery cost and eross-learn-
ing. It is here thar poblic development
funds must support the banking/quasi-
banking system in the gromotion of gen-
uinely inclusive market-led growth. This
would include suppont for smart, impar-
tial growth managers who can be put in
charge of systems designed to ensure in-
clizsive growth through startup funds,
training and other efors
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