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MESSAGE

The Mission has a special focus on early inclusion of the Scheduled Castes, Scheduled
Tribes, persons with disability, elderly, poorest of the poor and other vulnerable
sections of the community into SHG fold under Deendayal Antyodaya Yojana - National
Rural Livelihoods Mission (DAY-NRLM) through participatory vulnerability assessment
processes as part of social mobilisation in the States/UTs. One of the social inclusion
strategies designed by the DAY-NRLM is the provision of the Vulnerability Reduction
Fund (VRF). VRF particularly focuses on the poorest of poor and other vulnerable
sections of the community, like Particularly Vulnerable Tribal Groups (PVTGS),
Scheduled Castes (SC), Scheduled Tribes (ST), women-headed families, elderly persons,
persons living with disabilities, minority groups and people living in remote affected
areas, hill terrains (challenging to reach areas), trafficked women, people engaged in
unhygienic occupations (ex-manual scavengers), transgender, people living with HIV and
AIDS and their families, families with one or mare persons suffering from chronic iliness,
etc.

The DAY-NRLM has provisioned for different funds like the Revolving Fund, Community
Investment Fund and Vulnerability Reduction Fund to support community women to
address a range of needs. The Vulnerability Reduction Fund (VRF) is a unique fund which
is provided to the Village Organisations (VOs). The VRF is an inclusive fund that is
envisioned to meet the immediate consumption and production needs of vulnerable
women, including populations outside of the Self-Help Group (SHG) fold. Over the years,
this has emerged as an important tool for social inclusion, addressing immediate needs,
particularly during the COVID period.

DAY-NRLM with support from the Institute for What Works to Advance Gender Equality
(IWWAGE), has completed an exploratory research study to understand the systems,
strategies, and processes that States implemented to allocate, disburse, and monitor
the VRF during COVID-19, while exploring whether the VRF was effective in supporting
the intended beneficiaries at the times of crisis. The study drew on the experiences from
Odisha, Jharkhand, Tamil Nadu, and Tripura. It documented the processes adopted by
SRLMs for the VRF disbursement, which included the relaxation of VRP protocols during
the COVID-19 crisis.



| would like to congratulate the efforts of IWWAGE for constantly rendering the
technical expertise required to support the work being undertaken by DAY-NRLM to
strengthen gender interventions within the program. | also thank the State Rural
Livelihood Missions (SRLMs) for their support. The study will enable SRLMs to learn from
the best practices and emulate them to implement the VRF effectively.
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Message

The DAY-NRLM is a flagship program of the Government of India that underscores the principle
of nurturing and sustaining institutions of the poor with the mandate of poverty alleviation.
Adopting a multi-pronged strategy to alleviate poverty, DAY NRLM has taken multiple
interventions to address the unique challenges faced by marginalized communities in rural areas
through its various strategies for social inclusion to ensure no one falls behind. One of the social
inclusion strategies of DAY-NRLM is the provision of the Vulnerability Reduction Fund (VRF) to
support vulnerable households in mitigating their immediate production and consumption needs.

The DAY-NRLM targets vulnerable populations through a community-driven process. This
includes households identified as poor by the Participatory Identification of the Poor (PIP) program
duly approved by the village council (Gram Sabha). The program prioritizes early inclusion of
disadvantaged groups like Scheduled Castes, Scheduled Tribes, people with disabilities, and the
elderly. To achieve this, DAY-NRLM utilizes participatory assessments to identify vulnerable
populations within communities and integrate them into Self-Help Groups (SHGs) during its social
mobilization efforts across different regions.

The COVID-19 pandemic brought immense hardship to rural communities across India. The
research study conducted by IWWAGE sheds light on how the Deendayal Antyodaya Yojana -
National Rural Livelihoods Mission (DAY-NRLM)'s Vulnerability Reduction Fund (VRF) emerged
as a critical instrument in mitigating the crisis's impact. VRF provided immediate relief to
vulnerable families who faced job losses, income disruption, food insecurity, and health
emergencies. The fund supported initiatives to restart livelihoods that were disrupted due to
lockdowns and economic slowdown. Additionally, VRF resources were used to address
healthcare needs, including purchasing essential medical supplies, supporting transportation for
medical care, and creating awareness about hygiene practices.

The research reports are essential for getting feedback from the ground and commensurate
course correction. It provides valuable insights from real-world situations that inspire us in our
mission and offers practical recommendations to improve the delivery of the VRF, ensuring it
reaches even the most remote communities. | am delighted to share these findings and
recommendations for the benefit of the public and wider implementation. | extend my sincere
congratulations to IWWAGE for their significant contribution.
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[ am pleased to introduce the report on the strategies, process, and utility of the
Vulnerability Reduction Fund (VRF), a provision of the Deendayal Antyodaya Yojana -
National Rural Livelihoods Mission (DAY-NRLM). The DAY-NRLM plays a pivotal
role in empowering rural communities across India. Ensuring no one is left behind, the
provision of VRF is a critical instrument that empowers Village Organizations (VOs) to
address the special needs of vulnerable people, SHG members with vulnerabilities and
the needs of any destitute/non-members in the village. It can be used for an individual
need or collective action. Village Organizations (VOs) develop Vulnerability Reduction
Plans (VRPs) that guide the distribution of VRF resources. The VRF can be used for
individual needs (e.g., medical emergencies) and collective community initiatives (e.g.,
disaster preparedness). The VRF offers loans (with or without interest) and grants.

The endeavour to conduct a research study on the effectiveness of VRF during
COVID-19 in select states was crucial for the DAY-NRLM to understand whether VRF
reached and supported the most vulnerable during the pandemic, did the strategies
implemented by States and VOs aligned with the specific needs of the communities, and
was the process for accessing and utilizing VRF funds smooth and efficient during a
CI1S1S.

This report sheds light on how the VRF has been utilised to tackle these
challenges. We have gained valuable insights into the types of vulnerabilities addressed,
the funding allocated, and the impact achieved. Furthermore, the report explored the
effectiveness of the VRF in promoting social inclusion within the DAY-NRLM
framework. Based on the findings and recommendations, the VRF will be utilised better
to address vulnerabilities in rural communities. The study has also shared the best
practices employed by VOs across select states during the pandemic, inspiring and
guiding other communities in future emergencies.

The report's recommendations will be instrumental in optimising the use of the
VRF and achieving even greater social inclusion under DAY-NRLM. I commend the
team behind the report for their dedication and hard work. I trust this information will be
a valuable resource for policymakers, practitioners, and all stakeholders committed to

empowering rural communities in India.
(Smriti Sharan/
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Preface

Addressing vulnerabilities is a complex and interconnected process that requires a comprehensive and long-
term approach. The DAY-NRLM, since its inception, has prioritised and undertaken initiatives for the inclusion
of the vulnerable sections of the community through a social inclusion strategy. The Vulnerability Reduction
Fund (VRF) is one such fund that has been provided to address the special needs of vulnerable Self-Help
Group members and non-SHG members in the village. Under social inclusion and social development, the
NRLM aims to address the needs of marginalized groups through targeted interventions such as the VRF.

The Institute for What Works to Advance Gender Equality (IWWAGE) is an initiative of LEAD, an action-
oriented research centre of IFMR Society (a not for profit society registered under the Societies Act). The
IWWAGE aims to build and deepen evidence around the low participation of women in the economy -
caused by low asset base, poor access to public services, restrictive gender norms, and the burden of
unpaid work - to find solutions to inform gender transformative changes and policy reforms.

The IWWAGE is a technical partner to the DAY-NRLM for Strengthening Women’s Institutions for Agency and
Empowerment (SWAYAM). SWAYAM aims to strengthen the demand-supply linkages and create a robust
gender-responsive ecosystem integrated into the development planning process to achieve the objective of
increased agency of women. IWWAGE through SWAYAM, assists the mission and its implementing partners
by generating knowledge and learning about the progress of gender mainstreaming. The IWWAGE builds
upon existing research and generates new evidence to advocate for women’s economic empowerment in
India. This research study is one such knowledge product from the collaborative joint effort with the DAY-
NRLM.

The research study “Exploring Strategies, Processes, and Utility of Vulnerability Reduction Fund (VRF)
During COVID-19 - Experiences from Jharkhand, Odisha, Tamil Nadu and Tripura”. The study findings
indicate that the VRF was able to mitigate the immediate production and consumption needs of the
beneficiaries. That the fund was utilised for food, livelihood, sickness/hospitalisation and education. . The
low-interest and hassle-free process of the VRF has supported beneficiaries from taking loans from private
lenders or relatives in times of crisis. We hope the research recommendations will inform critical policy and
programmatic intervention to strengthen the social inclusion strategy of the DAY-NRLM.

The endeavour has been extraordinarily insightful for the team to deepen intellectual insight to the VRF. The
DAY-NRLM and IWWAGE partnership generated empirical evidence to inform policies leading to women’s
social and economic empowerment.

-

Radha Chellappa
Executive Director, IWWAGE

IWWAGE- An Initiative of LEAD at Krea University
M-6, 2nd Floor, Hauz Khas, New Delhi- 110 016
+91 11 4909 6529 | www.iwwage.org

LEAD is an action-oriented research centre of IFMR Society with strategic oversight from Krea University



The study report, ‘Exploring Strategies and Processes in Implementing Vulnerability
Reduction Fund (VRF) During COVID-19 - Experiences from Odisha, Jharkhand, Tamil
Nadu, and Tripura’ was commissioned by Deendayal Antyodaya Yojana- National Rural
Livelihood Mission (DAY-NRLM) to IWWAGE in 2022.
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particular Ms P. Usha Rani and Ms. Kavita Maria for their valuable input and support.
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support in providing respondent data and supporting the overall study. We would also
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Development Action (PRADAN) and Project Concern International (PCI) in Jharkhand
and QOdisha, respectively, for their hands-on support in each state; this study would
not have been possible without their efforts. We also wish to acknowledge the hard
work put in by LEAD at Krea University’s operational and field team led by Mr Prasenjit
Samanta and all the project associates,, interviewers, and the transcription team who
worked hard to complete the study.
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(Co-Lead, SWAYAM), Dr. Sona Mitra (Director, Research and Policy), Ms. Pallavi Duggal
(Manager, Communications), and Mr. Neeraj Upadhyay (Business Manager).

Finally, we would like to extend our heartfelt gratitude to all the respondents of this
study who shared their insights and experiences. The study was only possible with their
valuable input. We hope that the findings and the recommendations of this study will
provide essential insights for strengthening the utilisation of the Vulnerability Reduction
Fund.
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The Deendayal Antyodaya Yojana - National Rural Livelihoods Mission (DAY-NRLM)
is a flagship scheme of the Ministry of Rural Development, Government of India. The
scheme attempts to address multidimensional poverty by building strong institutions of
the poor and its federal structures to access various financial services and livelihoods.
The institutions are spaces for women to collectivise, and achieve increased access
to rights, entitlements, public services, diversified risk, and better social indicators of
empowerment.

The existing institutional structures at the village level, like the Self-Help Groups (SHGS),
Village Organisations (VOs), and Cluster-Level Federations (CLFs), offer a unique
opportunity to address women’s identity, access, control over economic and productive
resources , technical knowledge, dignity, and bodily integrity. These institutions serve as
an effective fundamental structure for establishing a demand-supply related linkages
with other public offices/spaces like the Gram Panchayat/Village Council (specific to
tribal areas), Gram Sabha, Anganwadi Centres, Banks, Public Health Centres, Public
Distribution System, and schools..

The DAY-NRLM is founded upon three interwoven pillars: universal social mobilisation,
comprehensive financial inclusion, and livelihood enhancement. The mission seeks to
transcend societal barriers through collective action and local leadership, ensuring that
marginalised voices are heard through the vehicle of Self-Help Groups (SHGs), The
DAY-NRLM uplifts livelihoods and nurtures skill development, market integration, and
sustainable economic options, catalysing income, dignity, and self-reliance.

The DAY-NRLM has adopted a multi-pronged approach and reached the most
marginalised by providing access to rights, entitlements, and better livelihood
opportunities. However, efforts are needed to reach the most vulnerable people and
address their production and consumption needs, including those who are not in the
SHG framework. While vulnerability reduction as a goal is already embedded in the
DAY-NRLM framework for implementation through its social inclusion policy, a specific
policy for addressing vulnerability through strengthening the community’s resilience
and addressing contingent poverty has also been implemented under DAY-NRLM 2016
onwards. The social inclusion strategy of he DAY-NRLM, the Vulnerability Reduction
Fund (VRF), was formed to keep risk and uncertainty at a central place when thinking
about poverty and destitution.

The DAY-NRLM commissioned this study to IWWAGE in August 2022 to understand
the systems, strategies, and processes states implemented to allocate, disburse, and
monitor the Vulnerability Reduction Fund (VRF) during COVID-19. The study aims
to understand the challenges and mitigation strategies adopted by the states while
exploring whether VRF was effective in helping the intended beneficiaries in times
of crisis. The study was undertaken in Jharkhand, Odisha, Tamil Nadu, and Tripura.
This is one of the first studies to explore VRF from the demand side (beneficiaries)
and supply side (SRLMs and VOs). The broad questions guiding the study were: what
were the different processes adopted by SRLMs for VRF disbursement? What were the
strategies adopted explicitly during COVID-19? What was the utility of VRF as a tool
for addressing the needs of vulnerable households/individuals? Did non-SHG members
benefit from VRF? What were the inclusion criteria? What were the challenges and
mitigation strategies for VRF allocation, disbursements, and utilisation implemented by
states?

13
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The study is qualitative in nature and has a descriptive research design. The study
participants were purposively sampled and are the beneficiaries who have taken loan
from the VRF and to understand from them the effectiveness of the fund. Focus Group
Discussions were held with VO-EC members to understand beneficiary identification
and the disbursement of funds at the VO level. Additionally, to understand the enablers
and barriers for effective implementation from the perspective of the supply side, the
block, district, state, and national-level officials were purposively sampled, and in-depth
interviews were conducted. Eighty-four in-depth interviews (44 with the beneficiaries
and 40 with Government Officials) and 18 focus group discussions (FGD) were
conducted across four states ( Table 1).

As stated in the VRF guideline issued by the Gol in 2016, VRF is a corpus fund given
to VO (Village Organisations) to address vulnerabilities like food security, health risks,
sudden sickness/hospitalisation, natural calamities, etc., faced by households or the
community. The purpose of the VRF is to address the special needs of vulnerable
people/households, SHG members with vulnerabilities, and also the needs of any
destitute/non-members in the village. The VRF addresses vulnerabilities, including the
consumption and production needs of vulnerable people/households in the concerned
VO’s geographical areas. Irrespective of SHG membership, the VRF can be given to
vulnerable households that the VO identifies during the Vulnerability Reduction Plan
(VRP) process. Depending upon the need, VRF can be provided as a loan with interest,
a loan with low interest, a loan without interest, or a grant, as per the decision of the VO
- Executive Committee (EC) . The VRF can be given for an individual need or collective
action based on the needs identified through the VRP. An amount of up to ¥ 1,50,000
per VO is allocated for the VRF as a one time fund.

The study finds that beneficiaries were aware of the the VRF process and were informed
about it mainly during SHG meetings. The reflections from beneficiaries indicate that the
VRF was able to mitigate immediate production and consumption needs. The fund was
utilised for food, livelihood, sickness/hospitalisation, education, etc. The low-interest
and hassle-free process of the VRF helped beneficiaries avoid taking loans from private
lenders or relatives in times of crisis and manage the repayment of loans smoothly due
to flexible timelines. The study indicates that the VRF has benefited its beneficiaries,
enabling them to address immediate needs, such as production and consumption, and
long-term goals, such as livelihood development and children’s education.

The study sheds light on the diverse interpretations of vulnerability adopted by the VOs/
states. While economic vulnerability is one criterion, vulnerabilities related to health and
structural marginalisation (women, girl children, caste, etc.) of groups are also criteria
to determine the beneficiaries for the VRF. The study finds that states have adopted
context and culture-specific beneficiary identification processes and understanding of
vulnerability. While in Jharkhand, the VRF has been channelled to address the issues of
witch hunting, in Tripura, vulnerability is understood in-depth considering the economic
and health challenges and the uncertainty and shocks people may face in their day-to-
day lives, leaving them more vulnerable to coping. While it is understandable that there
are multiple understandings of vulnerability, a lack of consistency in understanding
relative priority or clarity of protocol around beneficiary identification leaves scope for
a high amount of subjective decision-making by the VO executive committee members
to sanction in selecting who will get a loan from a pool of applicants.

The study tries to understand a pivotal aspect of the National Rural Livelihood Mission
(NRLM), specifically the Vulnerability Reduction Fund (VRF), which extends its reach
beyond the ambit of the Self-Help Group (SHG) cohort. The central inquiry of this
research also revolves around the inclusion of vulnerable individuals or families within
village settings who stand outside the ambit of SHG engagement. The study reports



that most states include non-SHG members within the purview of the VRF, except
Odisha. However, all the states mentioned that their first action was to include the non-
members in the SHG fold.

The study’s evidence suggests consistent demand for increased VRF funds across
states. However, experts noted that an increase should not be universalised, and a
contextual understanding of each village’s situation should inform fund modification.
The interviews reflected that states faced a critical challenge during the COVID-19
pandemic, as the crisis confined people to their homes, and in addition dealing with the
loss of lives and livelihoods. This hindered the Vulnerability Reduction Plan (VRP) and
social mapping by the VOs due to mobility restrictions and fear associated with the
pandemic. The study underscored that the understanding of vulnerability underwent
a drastic transformation during the pandemic. For instance, economically stable
households before COVID-19 suddenly found themselves vulnerable after the demise
of their sole earning member’s demise. The study also reports that due to COVID-19,
protocols were relaxed to distribute funds effectively, and VOs received the VRF fund
even without completing their mandatory three-month training.

The study highlights that the VRF was allocated to prioritise the most immediate needs
of the vulnerable population during COVID-19. The study reports that Jharkhand,
Odisha,and Tamil Nadu allocated the VRF for production and consumption needs. On
the other hand, Tripura allocated the VRF as ‘recovery from any danger’. The study
finds that the VRF’s allocation was need-based, and the states adopted it with the
changing understanding of vulnerability during the pandemic. The evidence from the
study also suggests that during the COVID-19 pandemic, the states witnessed an influx
of migration, and to manage urgent needs, the state distributed funds to whoever
needed them at the time. The study concludes that each state has context-specific
criteria for allocating funds that are adopted as per the local needs of the states. States
can determine their needs and restructure their understanding of vulnerability per their
local culture and politics.

The study further reflects that despite challenges stemming from the pandemic, state
officials showcased creativity by pooling resources from various funds, including
SHG, VRF, and CLF funds, to address the inadequate funding relative to the number
of vulnerable individuals and families. Furthermore, testimonies from Tamil Nadu
highlighted a multifaceted approach, where families significantly impacted by the
pandemic received comprehensive support. In cases of bereavement leading to loss
of income, VRF, SHG, and Panchayat Level Federation (PLF) funds were combined to
alleviate financial distress. Due to COVID-19, states responded to the influx of reverse
migration by extending support to returning migrant workers. These individuals,
facing a sudden loss of income, were provided with funds to establish livelihoods and
generate revenue, often through schemes like the Community Investment Fund (CIF).
Additionally, the VRF provided daily rations and food through community-run kitchens
to sustain migrant families.

The study reports that the VRF is a versatile and adaptable program within NRLM,
embodying resilience, compassion, and inclusivity. It empowers communities, raises
awareness, and responds to evolving challenges. The lessons learned during the
pandemic emphasise the need for flexibility and innovation to support the most
vulnerable members of society, who remain on the fringes.

This is the research study’s final report to explore strategies, processes, and utility of
the Vulnerability Reduction Fund (VRF) during COVID-19. It documents the findings
and provides further recommendations to strengthen the social inclusion strategy of
DAY-NRLM.

15
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The Deendayal Antyodaya Yojana - National Rural Livelihoods Mission (DAY-NRLM)
is a flagship scheme of the Ministry of Rural Development, Government of India. The
DAY-NRLM’s scheme attempts to address multidimensional poverty by building strong
institutions of the poor and its federal structures to access various financial services
and livelihoods. The institutions are physical spaces for women to collectivise and
achieve increased access to rights, entitlements, public services, diversified risk, and
better social indicators of empowerment.

The existing institutional structures at the village level, like the Self-Help Groups
(SHGs), Village Organizations (VOs), and Cluster-Level Federations (CLFs), offer a
unigque opportunity to address women'’s identity, access and control over economic
and productive resources and technical knowledge, dignity, and bodily integrity. These
institutions serve as an effective fundamental structure for establishing a demand-
supply relationship with other public offices/spaces like the Gram Panchayat/Village
Council (specific to tribal areas), Gram Sabha, Anganwadi Centres, Banks, Public Health
Centres, Public Distribution System, schools, etc.

The DAY-NRLM, in the mission mode, departs from the allocation-based strategy to the
demand-driven strategy, enabling the states to formulate their own livelihood-based,
state-specific poverty reduction plans and strategies. The unique feature of this program
is that poor women from different cross sections of the class and caste implement the
program under the guidance and support of other community women who have come
out of poverty using the DAY-NRLM institutional mechanism platform. NRLM’s core
values include the poorest and meaningful role of the poorest in the process. They own
and play critical roles in their institutions in all stages - planning, implementation, and
monitoring in the respective institutions.

The DAY-NRLM is founded upon three interwoven pillars: universal social mobilisation,
comprehensive financial inclusion, and livelihood enhancement. The mission seeks to
transcend societal barriers through collective action and local leadership, ensuring that
marginalised voices are heard. By promoting holistic financial inclusion, The DAY-NRLM
empowers individuals, particularly women, with access to credit, savings, insurance,
and digital transactions, fostering economic security and agency. Through the vehicle
of Self-Help Groups (SHGs), The DAY-NRLM uplifts livelihoods and nurtures skill
development, market integration, and sustainable economic options, catalysing income,
dignity, and self-reliance.

1.1 Vulnerability and Social Exclusion in India

Vulnerability is the disadvantage and insecurity experienced by individuals, households,
and communities in the face of a changing external environment leading to poor social
conditions in one’s life and livelihood from a particular identifiable event in health,
nature, or society (Serrat, 2017 and Mah et al., 2023)". As identified by Serrat (2017),
vulnerability has two facets: an external side of shocks, seasonalities, and critical trends
and an internal side of defencelessness caused by a lack of ability and means to cope
with these. The vulnerability context thus includes:

» shocks, e.g., conflict, illnesses, floods, storms, droughts, pests, diseases
» seasonalities, e.g., prices and employment opportunities

» critical trends, e.g., demographic, environmental, economic, governance, and
technological trends (p.24)

While exposure to hazards and shocks is one facet of vulnerability, the inability to
foresee, cope with, and resist is another. People become more vulnerable if they are
greatly affected by events which are out of their control, such as COVID-19. However,
it is more likely to be influenced by a person’s or a group’s traits and environment. Sen
(2000) referred to this as a disadvantage faced by socially excluded groups from being
denied access to shared opportunities enjoyed by other groups.
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The World Food Program developed a Vulnerability Analysis and Mapping platform in
2002 and understood and explained Vulnerability as:

Vulnerability = Exposure to Hazards + Ability to Cope

Exposure to Hazards (economic, social, health, environmental) is understood as a
community issue, but the ability to cope varies from household to household. The
determinants of coping capacity include levels of assets, income, and consumption,
and the ability to diversify sources of income and consumption to mitigate the effects
of the risk that households face; primary access to resources and infrastructure is an
essential determinant of coping capacity (Prasad, 2023). Household coping vulnerability
has inter-linkage with social exclusion, poverty, discrimination, and marginalisation.
Understanding the context and notions of vulnerability is essential in shaping policies
and targeted interventions in the lives of those in need. Identifying vulnerabilities
and prioritising vulnerable groups takes further precedence in social policy and, thus,
reveals critical assumptions and trends when ‘vulnerability’ as a factor is included in
social policy.

In India, social, economic, political, and historical disparities among regions, states, and
social groups lead to varying exposure to risks and shocks. This forms a foundation for
exclusion rooted in social divisions like caste, ethnicity, gender, geographic disparities
such as urban-rural divides and accessibility challenges, and economic inequalities
encompassing poverty and its related aspects that restrict access to resources and
services like healthcare, education, nutrition, skills, and employment opportunities. At its
core, social exclusion is multidimensional (it implies disadvantage across a wide range
of indicators) and relational (it means a significant discontinuity in the relationship of
the individuals with the rest of the society) (Shipstone et al.,, 2020). The author further
notes that social exclusion varies between individuals and families; some will exhibit
exclusion on few or no indicators and are therefore considered less vulnerable than
people experiencing multiple forms of exclusion.

Social exclusion encompasses various disadvantages, including lack of access to quality
education, health, housing, and material poverty. Social exclusion results from the
failure of a society to grant equitable access and recognition in different spheres of
life, such as education, health, job opportunities, resources, etc (Sen. A, 2000). Social
exclusion of structurally marginalised groups thus makes them more vulnerable to
coping with uncertainty and shock. The World Bank’s framework For assessing social
inclusion, for instance, analyses the performance of marginalised groups on various
socio-economic indicators compared to the general population across domains such
as markets, services, and spaces to comment on the extent of social exclusion and, by
that, also comments on their vulnerability. Independently, there are multiple definitions
of vulnerability; Chambers (1989) stated that vulnerability “refers to exposure to
contingencies and stress, [...] which is defencelessness, meaning a lack of means to
cope without damaging loss”. The World Development Report 2000/01 made ‘security’
a central part of its analytical framework. It provided several related definitions, of which

“vulnerability measures [...]. - the likelihood that a shock will result in a decline in well-

being” is most relevant for this research.

The core theme of the Government of India’s development agenda is “social inclusion,”
which is integral to New India’s vision. One of the objectives outlined by NITI Aayog in
its Strategy for New India@75 is 'to build an inclusive society.” . The COVID-19 crisis has
further highlighted the need for strong social protection measures covering different
vulnerable groups nationwide.



1.2 Vulnerability Reduction Fund: A Tool to Address Social
Exclusion and Vulnerability within DAY-NRLM

While the risk and uncertainty of events and conseguences continue to exist, we also
look at welfare strategies and implications of policies to help vulnerable groups cope
with crises and shocks. The DAY-NRLM, adopting a multi-pronged approach, has made
concerted efforts to reach the most marginalised by providing access to rights and
entitlements and better livelihood opportunities. However, efforts are needed to reach
the most vulnerable people and address their production and consumption needs,
including those not in the SHG framework.

Kashyap (2022, p.11) writes, "While vulnerability reduction as a goal is already embedded
in the DAY-NRLM framework for implementation through its social inclusion policy, a
specific policy for addressing vulnerability through strengthening the resilience of the
community and addressing contingent poverty is also being implemented under the DAY-
NRLM 2014 onwards’. The social-inclusion strategy of the DAY-NRLM, the Vulnerability
Reduction Fund (VRF), was formed, keeping risk and uncertainty at a central place
while thinking about poverty and destitution. As stated in the VRF guideline issued
by the Gol in 2016, The VRF is a corpus fund given to VOs (Village Organisations)
to address vulnerabilities like food security, health risks, sudden illness/hospitalisation,
natural calamities, etc,, faced by households or community. The purpose of VRF is to
address the special needs of vulnerable people, SHG members with vulnerabilities, and
also the needs of any destitute/non-members in the village. It can be used for individual
needs or collective action.

The VRF addresses vulnerabilities, including consumption and production needs, and
the special needs of vulnerable households, including Self-Help Group (SHG) members
and non-members in the concerned VO’s geographical area. Irrespective of SHG
membership, the VRF can be given to vulnerable households that the VO identifies
during the Vulnerability Reduction Plan (VRP) process. Depending upon the need, the
VRF can be provided as a loan with interest, a loan with low interest, a loan without
interest, or a grant, based on the decision of the VO Executive Committee (EC). The VO
may consider charging interest or increasing interest, depending on an improvement in
the situation of vulnerable households. The VRF can be given for an individual need or
collective action based on the needs identified through the VRP. An amount up to Rs
1,50,000 per VO can be disbursed as the VRF.

The Community Operational Manual (COM) of the DAY-NRLM prioritises and undertakes
initiatives to include the poorest of the poor and other vulnerable community sections
through a social inclusion plan. This plan uses participatory tools and identifies
vulnerable households such as women-headed Household , elderly persons, Persons
with Disability (PWD), minority groups, people living in remote areas or hilly terrains
(hard-to-reach areas), trafficked women, trans-gender persons, and their families,
families with one or more persons suffering from chronic iliness, etc., as those who need
the most immediate attention. The DAY-NRLM endeavours to comprehensively include
the poorest and most vulnerable communities in its institutional architecture.

A vulnerability reduction fund is provided to VOs to address vulnerabilities in their
geographical area and meet the needs of the vulnerable persons in the village. The VOs
are expected to play a catalytic role in promoting SHGs and developing the livelihoods
of people with low incomes. More specifically, they must work for social development
and social inclusion and, within this umbrella, develop vulnerability reduction and
convergence plans and support their implementation (Kashyap, 2022) .
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The DAY-NRLM uses different social strategies for social inclusion for all identified
poor rural households into functionally effective and self-managed institutions, with
a particular focus on addressing vulnerable sections such as Scheduled Castes (SCs),
Scheduled Tribes (STs), Particularly Vulnerable Tribal Groups (PVTGs), single women,
women-headed households, Persons With Disabilities (PWD), the landless, migrant
labour, isolated communities and communities living in remote, hilly and disturbed areas
(Kashyap, 2022) . The program also identifies trans-genders, Devdasis, those living with
HIV and AIDS, survivors of violence, trafficked women. , and manual scavengers in the
vulnerable sections. DAY-NRLM outlines extensive participatory tools and mechanisms
such as participatory identification of the poor (PIP) and other Participatory Rural
Appraisal (PRA) methods and Socio-Economic Caste Census (SECC) to identify the
poorest and most vulnerable households.

Existing institutions, leaders, staff, and Community Resource Persons (CRPs) support
inclusion and mobilisation. Protocols have been developed since 2015 for the inclusion
of all vulnerable categories, and a key strategy has been the creation of the Vulnerability
Reduction Plan (VRP) . We summarise the social inclusion strategies within DAY-NRLM
in the following figure:

Vulnerable
Sections

Landless migrant

labour, isolated
communications,
communties living
in remote, hilly and
disturbed areas

Single women,
Women headed
households

SC, ST, PVTCs, PWDs

Key Strategies:
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Participatory
identification of
the poor-CRP’s
supports the
process of inclusion
and identification

Social inclusion Policy

LDAY—NRLM (Social - inclusion strategies)

Image 1: DAY-NRLM Social-Inclusion

Strategies

Creation of VRP
Special Project for
PVTGs and survivors
of human trafficking
under Innovation Fun

Gender Intervention
Strategies to address
issues that keep
women in poverty

Vulnerability Reduction Fund at VO level to
address vulnerabities sunch as food, health risk,

sudden scikness/hospitalisation or natural calamity
faced by the household (s) community




A detailed VRF Protocol is Annexed
(Annexure-l).

DAY-NRLM provides Revolving Fund (RF),
Community Investment Fund (CIF), and Vulnerability
Reduction Fund (VRF) as resources to the institutions
of people experiencing poverty. These funds aim to
strengthen their institutional and financial capacities
and build a track record to attract mainstream bank
finance.

The Revolving Fund (RF) provides SHGs with a
corpus of ¥10,000 to % 15,000 to meet the members’
credit needs directly and as catalytic capital for
leveraging repeat bank finance. It is given to SHGs
that are practising the Panchasutra (regular meetings,
regular savings, regular inter-loaning, timely
repayment, and up-to-date books of accounts);

The Community Investment Fund (CIF) is provided
as seed capital to SHG federations at the cluster
level to meet the members’ credit needs through the
SHGs/VOs and to meet working capital needs for
collective and individual activities at various levels.
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