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Women-Empowerment Through Self-Help-Group

(SHG) (with Reference to Micro-Credit)

Introduction & Literature Review

A significant development in recent years has been the mushrooming of community-based organizations
and initiatives at the local level for women. Reports indicate that self-help programmes, often in the
form of savings and credit or microcredit schemes, have succeeded in changing the lives of poor women,
enhancing incomes and generating positive externalities such as increased self-esteem. However, in recent
years, counter-arguments have also been advanced, suggesting that there could be negative effects or
that the results have not been as encouraging as previously reported. This paper shows the challenging
issue of whether self-help microcredit programmes are tools for empowering poor women.

During the 1990s, Micro-fmance Programmes (MFPs) have emerged as a mainstream development
intervention for addressing poverty alleviation and women's empowerment (Dichter, 1999; Wright, 1999;
Rahman, 1999; Mayoux, 1998b; Amin et aI., 1998; Kabeer, 1998; Johnson and Roglay, 1997; Hulme
and Mosley, 1997; Hashemi et aI., 1996). These programmes have become a much-favoured intervention
among international development agencies, providing a 'new paradigm for thinking about economic and
social development' (Mordouch, 1997:1 in Rahman, 1999). There is almost a global consensus that micro-
lending to the poor, focusing on achieving equitable and sustainable gains, is the key element for economic
and social development in the twenty-first century (Mayoux, 1999b; Micro-Credit Summit, 1997). Some
have described this preoccupation with credit as the 'missing piece strategy' to poverty alleviation (McKee,
1989: 1003), with Roglay (1996: 100) calling it the 'hard selling of a new anti-poverty formula by the
'micro-finance evangelists.' Successive evaluations attesting to substantial developmental benefits (Amin
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et al., 1998; Kabeer, 1998; Hashemi et al., 1996) have over the past decade led to an increase in funding
for MFPs, which according to Mayoux (l998b) is likely to further increase. There is no doubt that
MFPs have been successful in reaching women, particularly given the challenging socio-cultural conditions·
in which they live. However, in the context of these programme interventions being increasingly promoted
as a mechanism for women's empowerment, it becomes essential to analyse and determine the nature
and extent of empowerment promoted by them.

Conceptual framework of empowerment

The conoept of empowerment has been the subject of much intellectual discourse and analysis. For
the purposes of this discussion, the conceptual framework expounded by United Nations is a useful
starting point (United Nations 2001). Empowerment is defined as the processes by which women take
control and ownership of their lives through expansion of their choices. Thus, it is the process of acquiring
the ability to make strategic life choices in a context where this ability has previously been denied.
The core elements of empowerment have been defined as agency (the ability to define one's goals and
act upon them), awareness of gendered power structures, self-esteem and self-confidence (Kabeer 2001).
Empowerment can take place at a hierarchy of different levels - individual, household, community and
societal - and is facilitated by providing encouraging factors (e.g., exposure to new activities, which
can build capacities) and removing inhibiting factors (e.g., lack of resources and skills). .

Two vital processes have been identified as important for empowerment. The first is social
mobilization and collective agency, as poor women often lack the basic capabilities and self-confidence
to counter and challenge existing disparities and barriers against them. Often, change agents are needed
to catalyse social mobilization consciously. Second, the process of social mobilization needs to be
accompanied and complemented by economic security. As long as the disadvantaged suffer from economic
deprivation and livelihood insecurity, they will not be in a position to mobilize (UNDP 2001). Empowerment

Figure 1: Empowerment Linkage Diagram
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is central to the issues of equality, liberation and justice, with the concept of power being fundamental
to its understanding. The concept of empowerment is used in many ways and in a wide range of contexts,
and is applied by organisations of differing world views and political persuasions. There has been
increasing global recognition of the vital importance of empowerment in developing responses to
underdevelopment and the increasing poverty (Craig and Mayo, 1995).

Commonly, empowerment is described as 'a process whereby women become able to organise
themselves to increase their own self-reliance, to assert their independent right to make choices and
to control resources which will assist in challenging and eliminating their own subordination' (Rowland's,
1997:17). It is important to deconstruct the concept of empowerment by examining the varying perspectives
of development practitioners and academicians: This will highlight the inter-related dimensions of
empowerment and the mechanisms that development practice advocates for its promotion.

Empowerment has been conceptualised differently by different writers. However, for all of them
the goal of the empowerment process is to address issues relating to women's subordination, inequality
and inequity. Furthermore, women's empowerment is seen as entailing a shift from positions of powerlessness
towards strategic social, economic and political participation. This implies taking on power both at the
individual and social levels (Kabeer, 1994, 1999; Nelson and Wright, 1995; Moser, 1993; Friedmann,
1992).All the conceptualisations of empowerment emphasise four main dimensions: individual or personal,
economic, collective/social group and political. Most see the empowerment process as addressing a
combination of these dimensions and affecting different domains: household, community, national and
international. These views of empowerment are grounded within different concepts of power, the root
concept within which empowerment is located, leading to different mechanisms for social change and
transformation. They can broadly be organised along a continuum, with personal and political empowerment
forming the two ends.

A. The Personal End of the Empowerment Continuum

Empowerment as conceptualised by Moser (1993), Kabeer (1994), Batliwala (1994) and Rowland's
(1997) can broadly be categorised as coming from the individual end of the continuum. Here empowerment
is located within the notions of 'power-within,' 'power-with' and 'power-to' which conceptualise power
in variable-sum terms. From this perspective, the total amount of power in society is seen as variable
and residing with members of society as a whole. In fact, it is seen as involving the capacity and the
right to act, termed as 'legitimate capacity' by Parson (in Hindess, 1996). Based on this concept,
empowerment can be achieved within the existing social order without any significant negative effects
upon the power of the powerful. Once empowered, they can share in the fruits of development, become
agents' of their own development and in the process achieving self-reliance (Craig and Mayo 1995).
Empowerment is defined by Moser (1989: 1815) as ' ... the capacity of women to increase their own
self-reliance and internal strength. This is identified as the right to determine choices in life and to
influence the direction of change, through the ability to gain control over material and non-material
resources.'

This concept of empowerment as propounded by Moser (1993) is focused on the individual, with
control over resources seen as the central means for redistribution of power. It is similar to one of
the empowerment dimensions described by Oakley et al. (1997:18- 19), 'power as a result of increasing
access to economic resources, such as credit inputs.' Though economic empowerment is recognised by
Moser as crucial for addressing issues of gender inequality, it is not seen as a sufficient condition in
itself. She argues that self-esteem and a sense of self-confidence also play important roles in women's
potential to mobilise external strengths for bringing about fundamental changes. In addition, internal
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constraints such as women's health and education are critical for meeting the long-term goal of emancipation
Furthermore, her concept of empowerment is premised on addressing women's strategic interests, whicl
lead to transforming the structures of subordination at the family, civil society, state and global levels
through collective action. For Kabeer (1999:435) empowerment is ' ... the process by which those wh(
have been denied the ability to make strategic life choices acquire such an ability.' She argues tha
'for women to improve their ability to control resources, to determine agendas and make decisions
empowerment strategies must build on the 'power within' as a necessary adjunct' (1994:229). Powe
from within needs experiential recognition and an analysis of issues related to women's subordinatioi
and how it is maintained. Analysis and reflection are seen as critical for the emergence of new form:
of consciousness. This idea builds on the concept 'critical consciousness' put forward by Friere (1972)
where the process of empowerment is necessarily underlined by an educational process. Kabeer (1994
1999) emphasises the importance of self-respect and a sense of agency in the empowerment process
Empowerment is seen as more than just participating in decision making, it also includes the processe
that lead women to perceive themselves as able and entitled to make decisions, what Sen (1990) refer
to as a change in the self-perception of women. In this sense, the empowerment process must involv
undoing negative social construction, so that women come to see themselves as having the capacit
and the right to act and influence decisions. Even though Kabeer (1994) views the process as invclvin
transformation at a personal level, she suggests that collective action is important for ensuring socia
and political empowerment. She stresses the need for the empowerment process to result in policy change
across state and market institutions which shape and constrain women's lives.

Figure 2: Spaces for Individual Women
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constraints such as women's health and education are critical for meeting the long-term goal of emancipation.
Furthermore, her concept of empowerment is premised on addressing women's strategic interests, which
lead to transforming the structures of subordination at the family, civil society, state and global levels,
through collective action. For Kabeer (1999:435) empowerment is ' ... the process by which those who
have been denied the ability to make strategic life choices acquire such an ability.' She argues that
'for women to improve their ability to control resources, to determine agendas and make decisions,
empowerment strategies must build on the 'power within' as a necessary adjunct' (1994:229). Power
from within needs experiential recognition and an analysis of issues related to women's subordination
and how it is maintained. Analysis and reflection are seen as critical for the emergence of new forms
of consciousness. This idea builds on the concept 'critical consciousness' put forward by Friere (1972),
where the process of empowerment is necessarily underlined by an educational process. Kabeer (1994,
1999) emphasises the importance of self-respect and a sense of agency in the empowerment process.
Empowerment is seen as more than just participating in decision making, it also includes the processes
that lead women to perceive themselves as able and entitled to make decisions, what Sen (1990) refers
to as a change in the self-perception of women. In this sense, the empowerment process must involve
undoing negative social construction, so that women come to see themselves as having the capacity
and the right to act and influence decisions. Even though Kabeer (1994) views the process as involving
transformation at a personal level, she suggests that collective action is important for ensuring social
and political empowerment. She stresses the need for the empowerment process to result in policy changes
across state and market institutions which shape and constrain women's lives.

Figure 2: Spaces for Individual Women

For an Individual Woman
SPACES

!
Physical

j
Non-physical

Socio-cultural PoliticalEconomic

Geographical Body Space

Within House Outside house

Source: Panchayati Raj institutions.



Women-Empowerment Through Self-Help-Group (SHG) 35

Empowerment strategies, according to Batliwala, should build on collective processes, which are
crucial for personal empowerment. She (1994) describes empowerment 'as the exercise of informed choice
within an expanding framework of information, knowledge, analysis and process, which enables women
to discover new possibilities and new options' (in Rowland's, 1997:23-25). The empowerment process
as propounded by her involves building awareness and raising critical consciousness through dialogue
within organised women's collectives. Through this process women become aware of their own interests
and how these relate to the interests of others, which enables them to participate in and influence decision
making processes. Personal empowerment for Rowland's (19'97) is key to the entire empowerment process,
and involves fundamental psychological and psychosocial processes and changes. She views empowerment
processes as dynamic, aimed at fmding 'more spaces for control' and encompassing changes at the
personal; relational and collective levels. At the personal level these processes involve developing confidence
and abilities, while undoing the effects of internalized oppression. Her understanding of personal
empowerment is based on the concept of 'power-within.' It sees women as confronting gender conditioning
and their own internalised oppression, and re-negotiating their roles within the household. Oakley et
al. (1997: 18) refers to this as 'the power through greater confidence in one's ability to successfully
undertake some form of action.'

Empowerment within close relationships is associated with, and to a large extent dependent upon,
'self-confidence, self-esteem and a sense of agency. According to Rowland's, this is not an invariable
consequence of personal empowerment, though personal empowerment is a necessary precondition for
negotiating and influencing close relationships. In many respects, altering close relationships seems to
be the most difficult area of change for women. Oakley et al. (1997: 18) goes beyond close relationships
and views empowerment as 'power in terms of increasing relations which people establish with other
organisatiqns.' Rowland's refers to this as collective empowerment which is closely related to personal
empowerment, since without the latter it is very hard for the individual to be active at the collective
level. There is also a circular relationship, with participation in the group, feeding the process of personal
empowerment and vice versa. The three levels of empowerment mentioned by Rowland's are closely
interlinked, with changes in one dimension encouraging changes across others. She conceptualises the
process of empowerment as the expansion of 'power- within' and 'power-to' to the point where wo-nen
can tackle 'power-over.' With empowerment of women being a gender issue, there is a need to tackle
the corresponding tasks with men that will open up the possibility of change in gender relations. This,
according to her is critical, as women may become personally empowered in many ways and still continues
to take full responsibility for domestic duties, including child care. For Rowland's the transfonnatory
process requires an appropriate methodology, and can only be promoted through an organisational structure
and change agents.

B. The Political End of the Empowerment Continuum

In their respective conceptualisations of empowerment, Price (1992), Friedman (1992), Johnson
(1992) and Young (1993) can be categorised as leaning towards the political end of the continuum.
Here the notion of empowerment signifies 'power-over,' which conceptualises power in zero-sum terms,
It is seen as a 'capacity to act' and is conceived as a quantitative phenomenon that is used as an instrument
for domination (Rowland's, 1997; Hindess, 1996; Elshtain, 1992). Increasing the power of one group
implies, by definition, decreasing the power of others. Such a concept of power involves relationships
between those who have more of it and those who have less. Empowerment becomes problematic as
it involves gains, which would necessarily have to be achieved from the powerful and negotiated as
part of wider strategies for social reform, In other words, the empowerment of women is seen as inherently
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threatening, as it will be at the expense of men. For Price (1992), empowerment goals go beyond personal
change and growth to increasing awareness of political power and participation in political institutions.
Influencing systems and structures at the macro level are seen as critical goals of the empowerment
process. This view shifts the emphasis from women's economic independence through increased income
and greater individual self-reliance to encouraging women in power and decision-making positions at
the global, national and local levels. Women's empowerment according to Johnson (1992 in Rowland's,
1997: 18) involves 'gaining voice, having mobility and establishing a public presence'. She associates
empowerment with collective public action that challenges existing power structures and identifies different
development priorities. Although women can empower themselves by obtaining some control over different
aspects of their daily lives, empowerment necessarily involves gaining some control over power structures
and changing them. Johnson's conceptualisation emphasises individual and political empowerment, with
the former not necessarily seen as leading to the latter. This makes concerted, planned and strategic
effort to increase the effective participation of women in the political arena imperative. The theory of
'alternative development' propounded by Friedman (1992:32-34) is premised on the concept of empowerment,
which emerges from within cultures, endogenous to the political and social context of society. He
distinguishes between three kinds of power: social, political and psychological, with the last often a
result of successful action in the former two. Social power is understood as information, knowledge
and skills, which enhance the bases of household production and promotes political power. Political
power, which is seen as a mechanism for affecting policy changes at the macro and micro levels, can
be brought about by the power of 'voice' and collective action. While psychological power is seen in
terms of self-reliance and increased self-esteem, similar to the notion of 'power within'. For him,
empowerment implies social power being translated into political power, which leads women to making
political claims, resulting in legal and institutional changes. The process of claim making is strengthened
through social networking, which reinforces the processes of social, psychological and political empowerment.
However, he argues that practical claims can be used as an effective entry point for initiating strategic
or political claims. For Young (1993: 159), empowerment allows women 'to take control of their own
lives, to set their own agendas, to organise to help each other and make demands on the state for support
and on society itself for change.' It implies the radical alteration of the processes and structures which
reproduce women's subordinate position as a gender.

In other words, empowerment is premised on a 'transformatory potential' relating to the ' ... need
to transform women's position in such a way that the advance will be sustained'. Simultaneously' ...
each step taken in the direction of gaining greater control over their lives, will throw up other needs,
other contradictions to be resolved in turn ... ' (1993: 157). consequently, affecting significant changes
in women's power within society requires women to identify allies and forge alliances when needed.
She thus takes the concept of empowerment beyond the individual to the broader political arena, while
emphasising the importance of collective action for individual empowerment.

With the above brief conceptual understanding of empowerment, what strategies can be used effectively
to empower women? In many developing countries (especially in South Asia), one strategy which has
been found to be promising is participatory institution building in the self-help groups, often coupled
with savings and microcredit loans. A closer look at the impact of these schemes on the empowerment
of women reveals a mixed picture, with positive aspects and some limitations.

Self-Help Micro-Credit Schemes And Aspects Of Empowering

Self-help groups intermediated by microcredit have been shown to have positive effects on women,
with some of these impacts being ripple effects. They have played valuable roles in reducing the
vulnerability of the poor, through asset creation, income and consumption smoothing, provision of
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emergency assistance, and empowering and emboldening women by giving them control over assets and
increased self-esteem and knowledge (Zaman 2001). Several recent assessment studies have also generally
reported positive impacts (Simanowitz and Walker 2002).

Impact assessment studies point to asset creation as one of the main indicators, measurable by
empirical data. From field visits done by the author, and from various documented sources, it would
appear that financial services, especially microcredit, provided to self-help groups have brought about
an increase in household income. For example, the 2000 United Nations Common Country Assessment
for Bangladesh felt that microcredit had lessened the. severity of poverty and helped to increase total
incomeper household by 29 per cent. A World Bank study found that a 10 per cent increase in borrowing
had led to an increase in women's non-land assets by 2 per cent for loans from the Grameen Bank
and 1.2 per cent for loans from the Bangladesh Rural Advancement Committee (BRAe) (World Bank
1998). In India, microcredit studies done on groups dealing with dairy farming have noted positive profit
levels and short payback periods for loans (Lalitha and Nagarajan 2002). Earnings generated from such
undertakings have been instrumental in increasing the physical well-being of the household, often through
better nutrition and sanitation. The household's asset base has also been enhanced by the addition of
jewellery (a portable asset), improved housing and land purchase in some cases.

Studies in several countries point out that loans are sometimes used for consumption smoothing,
not production. It has been pointed out that the poor often have short-term liquidity needs (frequently
requiring lump-sum payments), which would normally be met by usurious moneylenders if other fmancial
sources such as microcredit were not available. Sudden and debilitating shocks can force poor households
into disempowering situations of distress. During the Asian economic crisis, self-help microcredit groups
served as important cushions and safety nets. A high proportion of the funds made available for self-
help microcredit schemes were utilized by women, enabling them to meet the subsistence needs of their
families during those difficult economic times (ESCAP 2002). Many self-help programmes have also
incorporated elements of savings, which can be used for purposes such as health insurance and emergency
loans, thereby serving as private safety nets.

Another set of indicators, which are more intrinsic, revolves around changing gender relations within
the household. In the field studies undertaken for the IFAD gender mainstreaming review, women who
generated increased income through self-help schemes reported that they had gained greater respect within
the household,often with perceptible attitudinal change. Men have been reported to offer little resistance
towards the enhanced economic activity of women because such activities were seen as contributing
to household well-being. Men and older children have also been reported to be helping with household
duties and with the income-generating activity. In Bangladesh, women showed a good deal of empowerment
in their capacity to articulate their needs and in their receptivity to new ideas. More impressive was
the emergence of women's groups as a dynamic, articulate constituency (Krishnaraj and Kay 2002).
These first-hand observations and in-depth interviews appear to validate the findings of other studies
(Cheston and Kuhn 2002).

One important indicator of empowerment is the ability to make decisions within the household.
On this issue, in the field studies conducted under the WAD gender mainstreaming review, many women
interviewed indicated that they could decide on spending their own income, although men were often
consulted. In some countries, where mobility outside the home is often restricted, women have reported
increased mobility, simply having to inform male heads of households instead of soliciting their permission.

In the realm of self-confidence and self-esteem, the feedback from the IFAD gender mainstreaming
review has been very positive. Reports indicate that women are more able to articulate their views and
were able to command attention and respect within the household, and often within the community.
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Increased self-confidence was especially pronounced when women had been exposed to training on
women's rights and social and political issues.

Self-help groups, especially linked to microcredit schemes, have not been without their critics, nor
are they are a panacea for meeting challenges in economic and social development. It is widely recognized
that such schemes are not universally successful. For example, some studies have shown that microcredit
will not work in locations that do not have sufficient cash-based market activity, are isolated and with
low population densities, or are largely self-contained with few outside ties, such as in some Pacific
island countries (UNDP 1997). Some critics have pointed out that while microcredit schemes can reduce
vulnerability, they have not lifted women out of abject poverty or have taken a long time to demonstrate
any significant impact. On their own, microcredit schemes have limitations as they cannot transform
social relations and the structural causes of poverty.

Thus, a broader issue remains: What role, if any, can these schemes have in transforming society?
In many societies, discrimination against women and gender inequality is the result of structural impediments
and problems built into the social order, often reinforced by culture and tradition. To bring about social
transformation, two important dimensions have to be considered: access, ownership and control of
productive resources; and inclusion in the decision-making process.

Control Of Productive Resources And Ownership

Exclusion of poor women from land rights has been highlighted as contributory to their marginalization.
Some self-help groups have reportedly been able to purchase or lease land or user rights to community
forests (Nepal) and fishing ponds (Bangladesh) collectively, thereby laying the foundation for enhanced
food security and agricultural productivity. The Grameen Bank in Bangladesh provides housing loans
to members with a track record of three loan cycles and with title deeds to the land on which the
house is built. As most Grameen members are women, one of the results is that women have had title
deeds transferred to them, often from their husbands, to obtain these loans. This has also reduced the
incidence of divorce since women as owners of their own homes cannot be easily evicted (Yunus 1998).

One promising strategy is the use of market-driven measures to enable the poor to own and operate
enterprises to add value to the primary products they usually produce. An interesting example is the
Anand Milk Union Limited (commonly known as Amul) in India, a dairy cooperative of village women
who own' cows and produce milk and milk-based products on a profit-sharing basis. Another is Grameen
Telecoms, which is seeking a listing on the stock exchange and is planning to allocate shares to members
such as the telephone ladies running the company in the villages. Another strategy is to use the savings
of self-help groups to invest in equities. A federation of self-help groups, such as the Self-Employed
Women's Association in India, can also move towards becoming a non-bank financial intermediary, lending
to both members and non-members.

Decision-making & Leadership

Men tend to dominate political and community decisions, whether communities are matrilineal. Even
where participatory and inclusive methods of community development are used, women are often not
well represented because village heads select participants based on ascribed leadership positions, such
as household head, and perceived leadership capacity. Women can also be excluded because of their
preoccupation with household duties. It has been observed that even when women become members
of committees, men still tend to dominate in the work.

As women are an important part of the community, building their capabilities to manage communities
and community projects should be enhanced. One measure which has been taken with some success
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is to assign specific responsibilities to women's groups in the community. For example, in IFAD's Andhra
PradeshTribal Development Project and North-Eastern Region Community Resource Management Project
in India, women's self-help groups have been assigned specific responsibilities for managing natural
resources after their proven track record in successfully managing the activities of their own groups.
Therehave been reports of women's self-help groups serving a social audit function and, in one instance,
exposing corruption in the supply of pipes and ordering replacements.

Women from self-help groups have also been elected to public office, their participation in such
groups serving as an incubator for community leadership. However, these instances are still incipient
and not widespread and self-help groups remain largely isolated islands of activity.

Roadmap to Empowerment

Self-help groups have been instrumental in empowerment by enabling women to work together in
collective agency. Women's networks do not usually obtain business or political favours as they command
feweconomic resources and frequently rely on time and non-monetized labour exchange. However, self-
help groups, when combined with savings and credit, have enabled women to benefit economically by
monetizing their contributions and in the process have empowered them to become agents of change.

A related aspect is that self-help groups have facilitated the formation of social capital, where people
learn to work together for a common purpose in a group or organization (Putnam 2000). The ability
to associate depends on the degree to which communities share norms and values and are able to
subordinate individual interests to those of larger groups. Out of these shared values comes trust, with
thepotential for social, economic and political change. However, these groups are often narrowly focused
on microcredit, which, although useful as an entry point, can also limit and confme these groups to
very small-scale activities with limited impact beyond the immediate family.

Instead, this process of social mobilization should be conceptualized more broadly so that the groups
can perform more encompassing roles. Institutional frameworks, which bring these groups together and
harness their collective strengths, are also necessary. A promising example is the federating of self-help
groups, where all such groups in one village form an apex body consisting of selected representatives
of each group. Women leaders in federated bodies have gained prestige and recognition, which has paved
their path to elected office in local government. These federated bodies can be linked further, reaching
up to the national level, presenting opportunities for women to engage in decision-making at higher
levels. It is at the level of political decision-making that women can hope to have a voice in transforming
society. In this regard, affirmative action, whereby women are allocated quotas in various decision-making
bodies, can be an effective strategy.

The perception that microcredit is an empowering tool for women has in recent years come under
close and in some instances negative scrutiny. Critics have charged that microcredit accessed by women
has often been appropriated or "hijacked" by other household members, leaving women burdened with
the responsibility of repayment and the sanctions of default (Goetz and Sen Gupta 1996). However,
it can be argued that communities in many developing countries are collectivities with credit entering
the overall household income pool and loans entered into for the good of the household even when
the loan is in the woman's name. It has also been contended that even if other members of the household
use the funds, the instrumental role of the woman in having preferential access to and obtaining the
loan strengthens her bargaining position within the household.

It has been reported that the formation of self-help groups and the involvement of women in income-
generating activities has brought about increased violence against women in the household. While this
may be true in some cases, there are also reports that violence has diminished as men come to realize
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and appreciate the importance and value of the economic contributions to the household. Two aspects
pertaining to gender relations are worthy of note. The first could be postulated as increased respect
for women, as pointed out earlier. The second is the utilization of the self-help groups as coalitions
to protect, and seek redress for, women subjected to gender-based violence. In communities where women
are subordinated and traditionally subjugated, the effectiveness of building collective agency to counter
oppression should not be underestimated.

However, these challenges to the assumed and to a large extent accepted positive role of microcredit
for women merit further review. Underestimation of the importance and impact of such criticism could
threaten the viability and credibility of microcredit among its current community of supporters.

Reconciling With Sustainability

While microcredit schemes have reduced the vulnerability of women, it has often been pointed out
that these schemes do not reduce poverty. One important shortcoming is that as microcredit is made
available to groups, based on collective collateral, the process of group formation often precludes the
very poor, who are perceived as being poor credit risks (Krishnaraj and Kay 2002 and FAa 2002).
The self-selection process will therefore be based on "positive assortative matching", where group
members exercise risk aversion by excluding those who may not be able to fulfill repayment requirements,
leading to the economic rationing of credit. As self-help microcredit schemes are often lauded as one
of the most effective mechanisms to reach the poor, measures must be taken to ensure that the poor
are not excluded. These measures could include more careful targeting to include the poor and vulnerable'
and incentives to mix groups to ensure that the poor are not excluded/Literacy and numeracy training,
where the need for such training exists, has proven to be essential for the very poor to benefit from
microcredit schemes. Similarly, training in legal literacy, rights and gender awareness are important
complements to microcredit for the empowerment of women.

Auxiliary services that have reportedly been effective in enhancing and complementing microcredit
are business development services, business planning, marketing, accounting and technology. These
services take on increasing importance as funds for microcredit become more easily available and the
issue of utilization becomes important. For example, cases abound of villages producing the same products,
resulting in problems of marketing. The proliferation of funds in some countries has also led to market
saturation, with borrowers taking out multiple loans, refinancing loans and even defaulting on loans
as the associated sanction of being unable to take out a fresh loan loses its effect because of the availability
of loans from other sources.

Microcredit practitioners have often maintained that their first and highest priority is financial
sustainability. Non-financial services were seen as adding costs and detracting from the main aims of
microcredit. However, experience from several countries has shown that microcredit can play a greater
role in poverty and vulnerability reduction when it is complemented by non-financial services. Among
the ancillary services, one of the most useful would be health-related. These "microcredit plus" schemes
can take the form of micro-insurance, especially for health care, which would be most useful for mitigating
risks in poor households that can be devastated by illness. In some countries, attempts to link microcredit
with HIV/AIDS programmes have met with a certain amount of success (UNDP 1999). The pension
fund of the recently revamped operations of the Grameen Bank (Grameen Bank II) is reportedly popular
with borrowers (Yunus 2002). The challenge is to maintain financial viability while providing complementary
non-financial services to meet poverty reduction and development goals. This requires pro-poor policies
and poverty-focused schemes.

The yardstick for measuring the performance of these schemes should not be based on economic
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variables, such as loan repayment rates, alone. While financial viability is important for sustainability,
indicators should also include the contribution to meeting basic needs for household subsistence, reducing
vulnerability to risks and enhancing social capital and empowering women.

Conclusion

This paper will conclude with some useful insights into the potential of community-based self-help
groups run by women. Several reports of ministries and other agencies reported that several self-help
groups were formed to manufacture products such as batik and embroidered articles. Start-up funding
for equipment and materials was also made available. These groups have made good progress and now
have markets for their products in tourist resorts and shopping malls.

With the success ofthe groups, further technical assistance has been provided through other government
departments such as the Department of Industrial Promotion (for basic business skills training and trade
promotion activities such as exhibitions) and the Ministry of Small and medium scale enterprises, The
study found the coordinated role of different government departments in nurturing (but not directing)
the entrepreneurial ability of these groups is noteworthy.

At the household level, family members have been mobilized to help in packaging and transport,
and the younger members (including young men) help in designing goods. The status of these women
within their households is reported to have been enhanced. At the community level, some members of
the women's groups are reportedly engaged in local community management structures and issues. With
the decentralization of development funds, such as the Village Fund scheme, women from these groups,
having demonstrated their ability to engage in business activities, are able to find their place in fund
management positions. Village elders, traditionally men, are reported to have welcomed the participation
and involvement of these women.

This example demonstrates the multiple aspects of self-help groups developing in a phased process,
starting with economic enhancement, leading to empowerment at the individual level, and then moving
on to collective action at the community level. It also shows that various government bodies can play
supportive roles. However, these initiatives will not be able to bring about social transformation in the
aggregate unless issues of control and ownership of the production process, linkages with a broader
market and greater decision-making at the political level are tackled. Initiatives at the community level
can be a useful tool to empower women, forging gender equality from the grass-roots to the national
level. However, these initiatives have to incorporate strategies and measures that empower the poor,
especially poor women, and enable them to participate in the development and transformation of society
if poverty is to be truly alleviated.
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