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Subject: 3rd mee ng of Technical Advisory Group Mee ng (TAG) of Deendayal
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An itemized record of the discussions during th meeting is as follows:
 
Item 1: Inclusion of NBFC- MFIs as implemen ng partners under SEP
component
 
The TAG was apprised that the Mission has received feedback from the states that
banks are not proac ve in financing DAY-NULM beneficiaries. States like Mizoram
have requested for inclusion of NABFINS, a NBFC-MFI and a subsidiary of NABARD
under DAY-NULM, so that interest subven on can be given to urban poor
beneficiaries. There has thus has been a felt need to include a wider variety of
financial institutions as delivery partners under Self Employment Component (SEP).
The Execu ve Commi ee Mee ng of DAY-NULM held on 27th November 2017
discussed the issue of including NBFC-MFIs under the Mission. However, high
interest rates charged by NBFC-MFIs was recognised as a concern. Various aspects
of the issue were deliberated upon by the group.
 
Qualifying Assets & Income Criteria for lending by NBFC-MFIs
 
Mr. Amit Mathur, AVP, MFIN informed that the regulatory guidelines for NBFC-
MFIs prescribe cap household income and level of indebtedness. According to RBI
guidelines, the income segment of the borrowers should conform to the
‘qualifying asset’ criteria. One of points under the criteria is that the borrower
should have “a rural household annual income not exceeding Rs. 1,00,000 or urban
and semi-urban household income not exceeding Rs. 1,60,000”. He also informed
that as per the RBI criteria, there is maximum cap of Rs 1 lakh on total
indebtedness of the borrower. Further, as Self Regulatory Organiza on (SRO) of
NBFC-MFIs, MFIN has prescribed maximum cap of Rs 60,000 on borrower
indebtedness. He expressed apprehension that since NULM loans are upto Rs 10
lakhs, NBFC-MFIs would not be able to advance loans because of the restric ve
criteria of the RBI & the SRO as mentioned earlier.
 
On the issue of household income limits and its valida on, both MFIN and Sa-Dhan



informed that while there is no defined accurate method of calcula ng the
income, the micro-finance industry has developed its own structured method to
assess the household income, and ensure that this regulatory criteria is complied
with.
 
JS informed that 70% of the members in an SHG formed under DAY-NULM should
be urban poor. The other 30% can be from the non-urban poor category, which in
the above context, raises the ques on whether NBFC-MFIs would be able to lend
to SHGs, because of the household income criteria.
 
Mr. Ashok Yadav, DGM, DNBR, RBI informed that though the above RBI provisions
for lending by NBFC-MFIs are correct, the RBI guidelines exempt NBFC-MFIs from
qualifying asset criteria when they act as channelizing agents for Government
Schemes. Also, though normally RBI guidelines permit a maximum variance of 4%
between the maximum and minimum interest rates charged by NBFC-MFIs to their
borrowers, lending under Government Schemes is exempt from this requirement.
 
Dr. Subhranshu Acharya, GM, SIDBI (Mudra is a subsidiary of SIDBI), informed that
the Mudra loan segment of Shishu (upto Rs 50,000), Kishor (Rs 50,000 to Rs 5 lakh)
and Tarun (Rs 5 lakh to Rs 10 lakh) is similar to NULM client segment. Mudra has
already included NBFC-MFIs under its refinance policy. The NBFC-MFI partners of
Mudra primarily lend loans in the Shishu category. NULM could also include NBFC-
MFIs on similar lines. Mudra has no criteria for income limit caps of the borrower.
 
Concern on High Cost of Credit
 
Mr. Saibal Paul, Associate Director, Sa-Dhan agreed that the ROI charged by NBFC-
MFIs is higher because their cost of funds is higher. He said that the interest rates
are already regulated by RBI and  a margin cap of 10% or 12%, over and above the
cost of funds of NBFC-MFIs has been prescribed. He added that the rate of
interest charged by private sector banks for the micro-finance por olio ranges
from 20% to 24%.
 
Dr. Subhranshu Acharya, GM, SIDBI opined that the issue of access to credit was
far more significant than the cost of credit to the low income segment. In that
perspective, inclusion of NBFC-MFIs deserves merit.
 
Mr. R.B. Gupta, Na onal Mission Manager (NMM), NRLM suggested that NBFC-
MFIs should be included, only in if the rate of interest is reduced by them.
 
Experience of other Government Schemes
 
Mr. B. L. Yadav, AGM, Na onal Safai Karamchari Finance Development
Corpora on (NSKFDC), represen ng both Na onal Scheduled Castes Finance
Development Corpora on (NSCFDC) and Na onal Backward Classes Finance
Development Corpora on (NBCFDC) informed that NSKFDC has not empaneled



any NBFC-MFI. NSKFDC had reached out to a few NBFC-MFIs, however, the NBFC-
MFIs did not express interest. Mr. Saibal Paul, Associate Director, Sa-Dhan
informed that this was due to the requirement of 50% credit guarantee that had to
be given by NBFC-MFIs. The house was further informed that NBCFDC has in place
a refinance lending policy for MFIs and had floated an EOI for empanelment of
NBFC-MFIs. However, NBCFDC did not receive any response. In case of NSCFDC,
there are only two NBFC-MFIs which have been empaneled as channelizing agents
for the scheme.
 
Mr. Saibal Paul, Associate Director, Sa-Dhan informed, that Sa-Dhan has been
engaged as a Na onal Resource Organiza on (NRO) for Na onal Rural Livelihoods
Mission (NRLM). Sa-Dhan, as NRO is suppor ng Jeevika in Bihar to set up financing
mechanism based on NBFC-MFI model. This model is still in the design  phase.
 
Outreach of NBFC-MFIs
 
Mr. SK Razak Mahamad, DGM, Canara Bank suggested that including NBFC-MFIs
makes a good case, as their presence and reach is very good with the low income
segment.
 
Mr. Aishwarya Singh, Senior Manager, Microsave was of the view that pan India
presence of NBFC-MFIs, especially in urban and peri-urban areas makes a good
case for inclusion of NBFC-MFIs. However, the large amount of interest
subven on applicable in case of these ins tu ons, could emerge as a concern, if
there are any regulatory/policy implications.
 
Decision
 
JS concluded that based on the inputs given by the par cipants, DAY-NULM
would take a call on inclusion of NBFC-MFIs under the Mission.
 
Item 2: Captive placement as a means to boost up placements under ESTP
 
To improve placements under the ESTP, States have been advised to engage the
placement agencies for skill-trained candidates who could not be placed by the
Training Providers. Another step in this direc on is cap ve placement model to be
explored with the industry. Based on the examina on of various such models
being implemented under Bihar Skill Development Mission (BSDM), DDU-GKY,
Telengana Urban Livelihood Mission (Hetro Labs MoU), Maharashtra Knowledge
Corpora on Limited and Yashaswi Academy of Skills (LEarn and Earn Scheme), the
model proposed in the agenda was endorsed by TAG.  In addi on, considering that
assessment and cer fica on is a bo leneck, JS(NULM) desired that assessment
should be done by industry instead of SSC/RDAT and necessary dispensa on from
Common Norms Committee may be taken accordingly. 
 
DDG, Ministry of Skill Development and Entrepreneurship (MSDE), Shri Dinesh



Nijhawan  highlighted that placements are poor since majority of the skill training
is currently supply driven. Training programs have to be demand-driven and
industry should be consulted to facilitate the implementa on of market-driven
training programs. 
 
NABARD representa ve explained the pilot carried out by them in collabora on
with pan-IIT (an organisa on started by ex-IITians) and industry in the States of
Jharkhand, Odisha and Maharashtra. Under the Project, Pan I IT first gathers
demand from the employers and then rolls out skill training programmes in the
required sectors. Pan I IT facilitates credit facility to the trainees for funding the
training courses. EMI for the loan is deducted from the salary of the students once
they are employed. 
 
Principal Consultant, NSDA explained the DDU-GKY model. Under DDUGKY, it is
mandatory that training providers furnish signed MOUs with the employers
committing to placements of the trained candidates.
 
Decision
 
There was an in-principle agreement on the cap ve model placement proposed in
the agenda. Assessment under this model should preferably be done by the
industry and required exemp on may therefore be taken from the Common
Norms Commi ee under MoSDE. JS, MoHUA desired that the DDUGKY model can
be studied further to understand their systems to ensure placement of skill-trained
candidates and to understand the performance of Government training providers
under DDUGKY.
 
Item 3: Provision for Bank Mitra
 
The TAG was apprised about the challenges being faced by banks in terms of
human resources and work pressure, due to which they are unable to devote
adequate time for financial inclusion initiatives. NRLM, APMEPMA, and Tamil Nadu
Corpora on for Development of Women - TNCDW, the implemen ng agency
under DAY-NULM have deployed Bank Mitras to strengthen bank linkage. In the
light of the experience of above states/schemes on promo ng Bank Sakhis/Bank
Mitra, it is proposed to create a provision for deployment of Bank Mitra under
SEP. This mechanism would help in crea ng a cadre of women, who understand
banking process and facilitate financial inclusion. Following views were expressed
by the participants on the subject:
 
Experience with Bank Sakhis/Bank Mitras
 

Mr. R.B. Gupta, NMM, NRLM, informed that Bank Sakhis (BS, as per NRLM
nomenclature) have been providing very useful service to the SHGs. In rural
areas, banks have resource crunch and hence are willing to take the services of
BS. Bank Sakhis also support recovery through Community Based Recovery



Mechanism (CBRM) under NRLM. He observed that in order to ensure that each
ALF is served well, there should be at least one BS per ALF. There should also be
one Bank Sakhi for each bank branch for adequate focus and rela onship-
building.
Shri Gupta, further, observed that the deployment of Bank Sakhis in urban areas
would be useful and merits a en on. He expressed that Bank Mitra
nomenclature is used generically for Business Correspondents (BC) under Prime
Minister Jan Dhan Yojana (PMJDY) who are bank appointed persons. The
nomenclature under DAY-NULM should be kept as Bank Sakhi. Andhra Pradesh
informed that Community Resource Persons (CRPs) are performing the role of
Bank Mitras (BMs) also and hence their por olio of work assigned to Bank
Mitras is larger.
Mr. Aishwarya Singh, Senior Manager, Microsave agreed on the merits of
including Bank Mitras (BM) under NULM and said they they have been providing
useful services wherever they have been deployed. The importance of capacity-
building of Bank Sakhis was highlighted by members.

 
Remuneration of Bank Sakhis
 
Under NRLM, the Village Organiza on (VO) or the federa on receives funds in the
form of Revolving Fund and earns interest income on internal lending. This source
is used to pay for the services of Bank Sakhi. In Andhra Pradesh, since the Bank
Mitras are also working as CRPs, they are able to have be er income through
service charges rendered for a variety of services. In AP, the federa on pays for
the services of BM. The source of funds is generated through the ALF/CLF corpus
contributed by the Mission and through income on internal lending by ALF/CLF.
 
Provision of space to Bank Sakhis by Banks
 
Mr. G. Rangacharyulu, SMM, MEPMA, AP informed that in AP most banks are giving
space to BM as they help in promo ng the business of the banks, without any
addi onal financial cost. Representa ve from DAY-NRLM stated that some banks
have been refusing to give space to Bank Sakhis.
 
Mr. SK Razak Mahamad, DGM, Canara Bank informed that the Financial Inclusion
branches of Canara branch are one-man branches with very limited space and
hence it is difficult to allot space to BM. However, in bigger branches there was no
constraint in providing space for BM.
 
Decision
 
The Commi ee overall agreed on the model prescribed for Bank Mitra. Instead of
2-3 Bank Sakhis per ULB, the Group recommended a minimum of one Bank Sakhi
per ALF. Remuneration of BSs should be out of the RF being provided to SHGs/ALFs
and the interest generated on internal lending.
 



Item 4 : Provision for Micro Enterprise Consultants (MECs)
 
As per DAY-NULM guidelines, there is a provision for Entrepreneurship
Development Programme (EDP) training for SEP-I&G beneficiaries. In order to give
a boost to self-employment, states like Andhra Pradesh and Kerala have deployed
Micro Enterprise Consultants (MECs). MECs are selected from community
members who are first given intensive EDP training and who, in turn, conduct EDP
training and provide business support services to other community members.
Based on the experience of the these states, it is planned to create a similar
provision to give a boost to self-employment under DAY-NULM. Following views
were expressed by the participants on the subject:
 

Mr. G. Rangacharyulu, SMM, MEPMA, informed that in AP, the scheme of MECs
is 6 months old. The selected persons have been given 15-days residen al
training at ALEAP, Hyderabad. They are trained on aspects such as establishment
of livelihoods units, bookkeeping and business plan prepara on. The training
cost is borne by the Mission. The MEC is paid by MEPMA for first year, an
amount of Rs 175 per day for 21 days of engagement in a month. They reside in
the slum and are from within the community. They act as Master Trainers for
EDP and provide a valuable service.
Mr. R.B. Gupta, NMM, NRLM suggested that the introduc on of MEC would be a
good initiative.
JS(NULM) observed that since MEPMA experience is only 6 months old,
feedback from Kerala is required to understand the utility of MECCs.

 
Decision
 
The Commi ee  overall agreed on the merits of including MECs under NULM and
the proposed model could be rolled out under NULM, a er reviewing the AP and
Kerala models.
 
Item 5: Provision for Amendment in minimum membership under SEP-Group
Enterprises
 
As per clause 7.1 of SEP opera onal guidelines, a group seeking a loan for se ng
up an enterprise should have a minimum number of 5 members. States & UTs like
Kerala and Chandigarh have given the feedback that many conven onal
enterprises like curry powder, soap-making etc. and many new enterprises like
gymnasiums, hollow bricks units require only three persons. Such enterprises do
not yield sufficient returns for five persons. They have therefore proposed to
reduce the minimum number of members required for SEP- Group loans to 3 under
NULM guidelines.
 
The views of the participants on the matter were as under:
 



Mr. R.B. Gupta, NMM, NRLM suggested that NABARD guidelines provide for JLG
and SHG group size to be minimum 5 to use social collateral while giving
collateral-free loans to the members.
Mr. Aishwarya Singh, SM, Microsave said that Demand Promissory (DP) note of
the banks contained the word ‘jointly and severally’ when the loan is sanc oned
for the group. This implies that each individual is responsible for the repayment
of loan taken by the group. A group size of around 2 is a partnership enterprise.
Individuals are free to form a proprietorship or partnership firm. The idea of
keeping group size to minimum 5 is to ensure scaling up of enterprises.
Mr. Rajiv Siwach, DGM, NABARD said that NABARD guidelines prescribe that
minimum number of members in a JLG and SHG group should be 5. However, the
basis of that is not clear. He supported the request made by the State.

 
Decision
 
The Commi ee agreed that the restric on of minimum 5 members could be
removed from SEP-G for group loans and a group could be re-defined to include 2
or more than 2 members.
 
Item 6: Infrastructure requirements for Skill Training Providers under the ESTP
component
 
In order to ensure that basic minimum infrastructure is present at all training
centers conduc ng programs under DAY-NULM in the country, and to ensure a
certain degree of standardiza on, following infrastructure recommenda ons were
proposed for the technical assessment of the skill training providers under the
ESTP component:

1. Training Centre Infrastructure
a. Classrooms layout: At least 10 square feet per trainee space availability
b. Classroom, lab aesthe cs and ambience: Classrooms and labs should

be well illuminated and ven lated with housekeeping and cleanliness
facili es. Classrooms and labs should also be weather and noise
protected

c. Labs and workshops infrastructure: STPs implemen ng MES courses
have to comply by the recommenda ons indicated in the MES modules
and STPs implemen ng Sector Skill Council (SSC) courses have to
comply by the recommendations of the individual SSCs

d. Internet and Electricity: Internet and email access for all trainees,
power backup

e. Associated facili es: Safe drinking water and washroom facili es for
men and women

f. Safety measures: Fire safety and first aid
2. Attendance: Aadhaar linked biometric a endance for both trainers and

candidates
3. Trainers Qualifica on: STPs implemen ng MES courses have to comply by



the recommenda ons of trainer qualifica on indicated in the MES modules
and STPs implemen ng SSC courses have to comply by the recommenda ons
on trainer qualification of the individual SSCs.

4. Placement and Entrepreneurship Cell: The training center need to ensure
that necessary employment/ placement-related guidance is provided to the
trainees by deputing a placement coordinator at the training center.

 
Discussion Points:
 
There was an in-principle acceptance of infrastructure recommenda ons as per
the proposal by TAG members. DDG, DGT supported the recommenda ons of
inclusion of workshop/lab requirements and trainer qualifica on as recommended
in the MES courses for the STPs implementing the MES courses.
 
Regarding the recommenda on of making Aadhaar based biometric a endance
mandatory, DDG, DGT highlighted the requirement of monitoring and storing of
the data generated in the process. MEPMA, Andhra Pradesh shared their
experience of implemen ng GPS enabled Aadhaar based biometric a endance
system and its monitoring in the state. CCTV cameras have been installed in the
training center. Currently the data from the biometric a endance is stored in the
MEPMA server and aadhaar entries are validated through the aadhaar server. For
the verifica on of the a endance, a 2 seater call center is also established in the
state.
 
Neha Gupta, representa ve from NSDA men oned that the manual for
Accredita on of Training Providers could also be referred, but could not furnish
more details about the same.
 
Decision
 
Some basic infrastructure requirements for Skill Training Providers are desirable
and may be mandated. A endance of candidates should  preferably be aadhaar-
based biometric based as well as GPS enabled, however, the infrastructure issues
need to be sorted out before prescribing it.
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
 
 

 


