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Microfinance Credit Schemes:

A Self-Help Initiative

FPI’'s Microfinance credit schemes have emerged as a powerful tool to address the financial inclusion
and empowerment of underserved Farming communities, particularly in rural and urban areas.
These credit schemes are designed to provide small loans, savings, and other financial services to
individuals and small businesses that lack access to traditional banking services.

The core of microfinance credit schemes lies in the concept of self-help. The approach empowers
local communities to take charge of their financial well-being and create sustainable financing
mechanisms tailored to their unique needs and constraints.

Here's how the microfinance credit schemes can be expanded in rural and urban areas:

1. Establishment of Self-Help Groups (SHGs):

SHGs are small, informal groups of individuals, typically 10-20 members, who come together to
pool their savings and provide loans to each other.

These groups are formed and managed by the community members themselves, fostering a
sense of ownership and collective responsibility.

SHGs provide a platform for members to access credit, build financial discipline, and develop
entrepreneurial skills.

2. Savings Mobilization and Credit Facilitation:

SHG members regularly contribute small amounts of savings, which are then accumulated and
used to provide loans to group members.

The group members themselves decide on the loan amounts, interest rates, and repayment
terms, ensuring the flexibility and responsiveness to local needs.

The loan repayment is managed through a peer-to-peer monitoring system, where group
members hold each other accountable, further strengthening the community's financial
discipline.

3. Capacity Building and Financial Literacy:

Microfinance initiatives provide comprehensive training and workshops to SHG members on
topics such as financial management, bookkeeping, and entrepreneurship.

The objective is to empower individuals with the knowledge and skills necessary to manage
their finances effectively, make informed decisions, and explore income-generating
opportunities.

This capacity-building approach ensures the long-term sustainability of the microfinance
initiatives, as members become self-reliant in managing their financial affairs.



4. Linkages with Formal Financial Institutions:

e  Microfinance initiatives work to establish linkages between the self-help groups and formal
financial institutions, such as banks and microfinance institutions.

e These linkages enable SHGs to access larger loans, diversify their financial products, and
leverage the expertise and resources of the formal sector.

e The collaboration between the self-help groups and formal institutions helps to bridge the
gap in financial inclusion and provides a pathway for members to graduate from the
informal to the formal financial system.

Microfinance Credit Scheme Strategy for Smallholder Farmers: 2026-2030

Strategy:

The FPI program's strategy for expanding microfinance credit schemes for smallholder farmers in
rural and urban areas is centered on the following key elements:

1. Strengthening Self-Help Groups (SHGs):

e Facilitate the formation and capacity building of self-help groups in target
communities.

e Provide training on group dynamics, financial management, and entrepreneurship
development.

e Encourage the establishment of strong governance structures and decision-making
processes within the SHGs.

2. Enhancing Financial Literacy and Discipline:

e Deliver comprehensive financial literacy programs to educate smallholder farmers on
budgeting, savings, credit, and risk management.

e Promote the adoption of sound financial practices and habits among SHG members.

e Empower farmers to make informed financial decisions and plan for their long-term financial
well-being.

3. Facilitating Access to Credit and Other Financial Services:

e Establish linkages between SHGs and formal financial institutions, such as banks and
microfinance institutions.

e Negotiate favorable terms and conditions for SHG members to access credit, savings, and
insurance products.

e Provide support to SHGs in the loan application, disbursement, and repayment processes.



4. Strengthening Market Linkages and Value Chain Integration:

e Connect SHG members with local and regional markets to improve their access to better
pricing and new market opportunities.

e Provide training on product diversification, value addition, and marketing strategies to
enhance the competitiveness of smallholder farmers.

e Facilitate the formation of farmer cooperatives or producer organizations to strengthen
their bargaining power and access to markets.

SMART Objectives (2026-2030):

1. Objective 1: Increase the number of active self-help groups (SHGs) by 50% in target rural and
urban communities by 2030.

e Specific: Establish 100 new SHGs in the target regions by 2030.

e Measurable: Track the number of active SHGs and their membership growth annually.

e Achievable: Leverage existing community networks and local partnerships to facilitate SHG
formation.

e Relevant: SHGs are a critical component of the microfinance credit scheme strategy.

e Time-bound: Achieve the 50% increase in active SHGs by the end of 2030.

2. Objective 2: Improve the financial literacy and discipline of 75% of SHG members by 2028.

e Specific: Provide financial literacy training to at least 3,000 SHG members by 2028.

o Measurable: Assess the financial knowledge and adoption of sound financial practices
through pre- and post-training evaluations.

e Achievable: Leverage the existing SHG structures and community networks to deliver the
training.

e Relevant: Enhancing financial literacy and discipline is crucial for the sustainability of the
microfinance credit schemes.

e Time-bound: Achieve the 75% target by the end of 2028.

3. Objective 3: Facilitate access to credit for at least 60% of SHG members by 2030.

e Specific: Establish partnerships with 10 formal financial institutions to provide credit access
to SHG members by 2025.

e Measurable: Track the number of SHG members who successfully access credit and the total
loan volume disbursed.

e Achievable: Leverage the linkages between SHGs and formal financial institutions to
facilitate credit access.

e Relevant: Improving access to credit is a key driver for the economic empowerment of
smallholder farmers.

o Time-bound: Achieve the 60% target by the end of 2030.



4. Objective 4: Improve the market linkages and integration of 50% of SHG members into the value
chain by 2030.

e Specific: Establish market linkages for at least 1,000 SHG members by 2030.

e Measurable: Monitor the increase in income and sales volume of SHG members through
market integration.

e Achievable: Collaborate with local and regional market actors to facilitate market access for
smallholder farmers.

e Relevant: Enhancing market linkages and value chain integration is crucial for the
sustainability and profitability of smallholder farming enterprises.

e Time-bound: Achieve the 50% target by the end of 2030.

By focusing on these SMART objectives, the FPI program aims to create a robust and self-sustaining
microfinance credit ecosystem that empowers smallholder farmers in rural and urban areas to
overcome financial barriers, build resilience, and unlock new opportunities for economic growth and
livelihood improvement.



