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Excerpt 

VII. RURAL FINANCE STRATEGIES 
 

A. Strategic Requirements 
1. The tragedy like the tsunami will weigh upon the affected areas for many years. After 

the shock and grief, after the immediate crisis is confronted, after the bodies recovered and the 

rubble cleared, there is rebuilding and making the financial services affordable so as to ensure 

maximum benefit to the people. Secondly, these institutions should not remain as regulators 

alone but also part take in the economic rebuilding.  This needs a comprehensive strategy and 

collective action by all players. 

 

2. Successful disaster-related rural finance strategies should, in fact, be capable of (a)  

restoring people’s livelihood support by providing loans to all categories of enterprises at low 

interest rates, (b) restoring the system of micro-finance institutions that represent people’s 

aspirations and ensure provision of basic services, create market access, support for education 

and health services, (c) rebuilding local community-based organizations for forward and 

backward linkages,  (d) developing action plans for extending the services  to the clients, self-

help groups and women,  (e) making  provisions for grant financing and also combining such 

facilities from the government with the loan facilities for sustainability and (f) monitoring 

system that is  inbuilt and effective.   

 

B. Options and Choices 
3. Short-term Strategy. To begin with, all outstanding loans of those affected by the 

disaster should be waived and fresh loans provided for livelihoods activities at low rates of 

interest to enable the affected people to get back to their regular farming operations and small 

business. For the short and medium terms, the strategy should be that of community designed 

and implemented micro projects facilitated by civil society organizations to address 

immediate livelihood needs. Under this approach, support should be provided in the following 

areas: 

 

Livelihoods and environment restoration 

Livelihood promotion through stabilization, restoration and alternate livelihoods 

Provision of psycho-social care and community-based risk reduction strategies 

Micro-project for education, vocational activities, infrastructure etc 

 

4. Medium Term Strategies. The approach adopted for a medium term intervention 

should be at two levels: one, that prioritizes aspects of livelihood restoration and recovery, 

and the other which advocates a rights approach which strengthens and uses institutional 

capacities.   
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5. Long Term Strategies. For the longer term the strategies are to ensure that the  

communities and their households are able to sustain viable livelihoods options: this should 

be assured through identifying and engaging in alternate livelihood options and through the 

ability to recover from livelihood loss and sustain viable livelihood activities. Interventions 

should  focus on the following areas: 

 

The promotion of skills, knowledge  and technology  that would include skill up-

gradation, capacity building and empowerment, with focus on women, and other 

marginalized and vulnerable sections of the community. 

 

Promotion of interventions in non-financial services focusing  on strengthening the 

community capacities in analysis and planning for resource access and utilization such 

as improving market infrastructure and market access.  

 

Promotion of interventions in financial services aimed at the creation of community 

based and client-owned Livelihood Finance Institutions with linkages with formal 

financial institutions, to facilitate access to financial services.  

 

Risk management mechanisms like insurance and grain banks should be promoted and  

micro-leasing, micro-housing loans, micro-insurance, hire purchase, and smart cards 

should  be piloted.  

 

B. Activity-specific Strategies 

 

6. Supporting Infrastructure investments. This should particularly involve the 

rehabilitation of infrastructure that is fundamental to the process of improving access and 

local markets which provide the potential for income-generating production and access to 

basic living necessities. The infrastructure should therefore be both asset-creating and 

employment-creating. Cleanup and preliminary reconstruction such as hatchery, ponds, 

cleaning of saline sludge should begin with a simple system of paid, labour-intensive public 

works. Wages need to be set at or below local agricultural minimums to avoid drawing people 

out of other jobs. The RFIs should take active part during the process and encourage such an 

approach for the economic revival and livelihood support, so that they could revive the 

financial services without much difficulty. 

 

7. Supporting Micro-enterprises.  A local economic revival strategy should also focus 

on local entrepreneurship and the promotion of micro-enterprises, enhancing their capacity to 

respond to emerging market opportunities. During the rehabilitation phase many people will 

turn to micro-enterprise activities to generate an income. These re-emerging entrepreneurs 

will need access to micro-finance, and know-how. Strategies that reach large numbers of 

people using the community-based approaches are often effective.   

 

8. Grants for micro-enterprises.  Reconstruction will bring with it many opportunities 

to re-start small businesses that were ruined by the crisis. The farming and fishing sectors are 

foremost among these. Resuscitating these businesses might mean choosing between 

providing communities with micro-credit versus providing them with grants. Experience in 

rural areas elsewhere suggests that start-up grants, even for private goods such as small 

businesses, are a better instrument than micro-credit would be.  
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9. Rebuilding communities through communities. The reconstruction not only of 

houses and markets but also of social structures and communities provides an opportunity for 

the affected communities to participate in their own governance and society building and in 

improving the services of the financial market. Therefore, such an approach should be given 

priority.   

 

10. Building institutions, not just infrastructure.  The key to developing viable service 

delivery in the affected areas will not be found in the construction of new infrastructure and 

facilities alone. While new or rehabilitated facilities are indeed required, the reconstruction is 

both physical and institutional. The service will only be provided when the human resources 

are also restored and new and revitalized institutions established. This means new 

management teams with systems, structures and procedures that facilitate efficiency and 

financial viability need to be ensured.  

 

11. Mainstreaming the environment.  Environmental issues should be considered in all 

sectoral reconstruction planning and actions. But the EIAs should be conducted in a swift 

manner so that the projects do not experience delay in their implementation. Overall spatial 

planning principles and strategy should be established prior to any programme and projects 

that are availing and seeking the support of RFIs.  


