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About Sa-Dhan
Sa-Dhan is the largest and oldest Association of Community Development Finance Institutions in India and a
Self-Regulatory Organization (SRO) with a membership base of 219 Institutions of diverse legal forms,
operating models, size and philosophy. Its network reaches out to 33 States/Union Territories and 568
districts in India, with an outreach of over 34 million underserved clients and outstanding loans in excess of
Rs. 45,000 crore.
As an Association, Sa-Dhan has the mandate to engage with policymakers and regulators in providing a
facilitative and enabling environment for the promotion of financial inclusion in India, with a focus on the
microfinance sector. It has played a vital role in drafting crucial bills on Microfinance, in 2007 and 2012. SaDhan has been instrumental in framing regulations for Microfinance Institutions that include creating a
separate category of NBFC for MFIs (NBFC-MFIs), PSL guidelines for microfinance, ECB for MFIs and so on.
Sa-Dhan has also taken various initiatives in setting up successful MFI Credit Bureaus and boost the
outreach of the Self-Help Group movement in India. It has represented the interests of the sector in various
key committees and departments of Government of India, RBI, NABARD, IRDAI, NHB etc. and continues to do
so in various capacities.
Being an SRO, Sa-Dhan has a mandate to formulate and administer a Code of Conduct (COC) for member
institutions and undertake assessments regarding their compliance with the same. It is also entrusted with
the tasks of ensuring borrower protection, monitoring compliance of fair practices by NBFC-MFIs, constitute
enforcement and grievance redressal committees, among others. Besides, in order to promote greater
transparency and facilitate a clear understanding of trends, issues and challenges in the sector, Sa-Dhan has
been publishing its 'Bharat Microfinance Report' since 2004. In addition to this Report, Sa-Dhan's team has
published nearly 50 notable publications in the areas of financial inclusion, microfinance, SHG issues and so
on. Sa-Dhan's work in this area has been well appreciated at all levels, by the Government, RBI and leading
Banks.
Sa-Dhan's capacity building initiatives have been largely two fold: Firstly, technical inputs to members, nonmembers, and practitioners; Secondly, perspective building for institutions engaged in ensuring financial
inclusion such as banks, policymakers, government bodies. During the last few years, Sa-Dhan has
intensified its training, capacity building in the area of regulatory, and code of conduct compliance norms.
This includes client protection principles such as over-indebtedness, transparency, responsible pricing,
appropriate collections practices, ethical staff behaviour, mechanisms for complaint resolution, privacy of
client data and social performance initiatives.
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Executive Summary
The Association of Community Development Finance Institutions and Self-Regulatory Organization (SRO),
Sa-Dhan, organized its 10th National Financial Inclusion Conference on 8-9 October 2015, at Hotel Ashok in
New Delhi. In line with the emerging trend towards digitization of financial services in India and around the
globe, the theme for this year's Conference was “Reaching the Unbanked through the Digital Revolution”.
Over 500 delegates ranging from representatives of Microfinance Institutions, Government bodies, SelfHelp Promoting Institutions, leading banks, insurance companies, technology solution providers, clean
energy companies, housing finance companies, and women community leaders from across the country
participated in the proceedings of the two-day conference.
The Conference provided a platform for rich debates and deliberations on topics relevant to financial
inclusion in India. Participating delegates provided a nuanced perspective on these subjects with the twin
objectives of fostering growth of microfinance in India while balancing regulatory compliances and
consumers' interests.
On this important occasion, Sa-Dhan was privileged to felicitate institutions that received in-principle
approval from the Reserve Bank of India for Small Finance Banks and Payment Banks.
The two-day conference was replete with panel discussions on a wide range of subjects, with three plenary
sessions and nine breakaway sessions. The opening session saw the release of Sa-dhan's much-awaited
annual publication the 'Bharat Microfinance Report', 2015. Delivering the Keynote address, Shri H R Khan
(Deputy Governor, Reserve Bank of India) emphasized the relevance of the conference for the future growth
of the banking and financial sector in India. In his special address, Shri Harsh Kumar Bhanwala (Chairman,
NABARD) elucidated the importance of technology and digitization in bridging last-mile gaps in financial
inclusion.
The opening panel discussion focused on 'Digitizing Microfinance' and delved into the scope and
opportunities for Microfinance Institutions to leverage digital and technology-enabled solutions, in serving
the financial needs of the bottom of the pyramid. On the demand side, panelists emphasized the need to focus
on factors that influence consumer behaviour such as trust and confidence in digital systems; convenience of
access and use; financial capability, and finally India's cultural and linguistic diversity. Discussants also
observed that there is a need for digital financial services to converge with the needs of customers on the
ground, and align with their financial behaviour. The following session on convergence of Government's
Social Sector Programs with Microfinance witnessed enthusiastic participation from both the audience and
panelists. Panelists acknowledged that while MFIs operations are highly structured and follow specific
guidelines to manage their portfolios, the trust and relationships built by these institutions with customers,
places them in a favourable position to promote public social sector programmes.
The two plenary sessions were followed by three parallel sessions. In the first of these sessions, panelists
discussed the role of SROs in India's current context and agreed on the need to improve accountability and
transparency in the functioning of SROs. Moreover, with two SROs monitoring the functioning of the industry,
there is a need for uniformity and standardization on practice and guidelines. In the session on building
inclusive credit information bureaus, discussants observed that India has a robust credit bureau
infrastructure in place, which covers borrower segments from microfinance clients in rural areas to
commercial and retail lending segments. However, there is a need to leverage this infrastructure effectively
to cover large-scale institutional arrangements such as Self-Help Groups.
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There is considerable scope for NABARD and other national institutions to support SHPIs through capacity
building initiatives on a larger scale, to enable them to leverage technology for digitization and monitoring of
member's activities. In the discussion on catalysing microinsurance in India, the broad consensus that
emerged among panelists was that an Aggregator/Association is the need of the hour to pursue the
microinsurance drive in India. An Association will bring all concerned stakeholders from insurance providers
to market promoters together onto a single platform, and synchronize their efforts in promoting
microinsurance in India.
The second day's sessions included an interesting array of themes such as strategies for sustaining SHGs,
financing of clean energy and the role of MFIs in promoting housing for all. As the SHG movement is
witnessing a slowdown with a decline in the financial discipline of groups, panelists laid emphasis on the
importance of strategic collaboration between state rural livelihood missions, NABARD and NGOs and
promoting institutions in sustaining the programme. The session on financing clean energy focused on lastmile financing for end-users to adopt clean energy sources and the role that MFIs can play in this regard. It
was observed that there is an overlap between clients that require uninterrupted access to electricity and
those who are financially served by MFIs. Thus, clean energy providers can leverage the extensive outreach of
MFIs to scale up their operations. In the session on housing finance as well, panelists acknowledged the role
that MFIs can play in plugging the last-mile gaps in housing finance. There is considerable scope for strategic
partnerships between MFIs and Housing Finance Companies. However, there is a need for more clarity on
their role as envisioned by regulators and policymakers.
The next set of breakaway sessions captured a series of interconnected themes on the changing landscape of
India's financial architecture: the emergence of small finance and payment banks, individual lending models
and thus the future direction for small MFIs in these changing contexts. While small MFIs have been drivers
of last-mile financial services in India in the last two decades, today their operations are fraught with
numerous challenges. A number of suggestions emerged from the discussion, on the future courses that
could be adopted by these institutions and are elucidated in this Report. In the discussion on lending models,
discussants put for the view that the international finance community views individual lending as the
approach of the future, in response to the fatigue associated with joint liability models. However, individual
lending requires a shift in the business model of existing institutions. In the third parallel session on the roles
of small finance and payment banks, panelists observed that new financial models would need to leverage
technology to remain viable. Moreover, in this changing scenario, keeping cost structures low and managing
liabilities will be a considerable challenge for the newly approved Small Finance Banks.
The theme of the concluding session of the Conference was 'MUDRA: vision and way forward'. Panelists
observed that there is a need for more clarity on the regulatory and operational framework of MUDRA for the
initiative to meet the mandate set for it by the Government of India. Discussants also delved into the
commercial viability of providing low-cost loans to the micro and small enterprises sector, and the
implications of lending rate caps on the sector. With this session, the panel discussions at the Conference
drew to a close.
Sa-Dhan would like to thank Ms. Ela. R. Bhatt, Chair Emeritus, Governing Board and all Sa-Dhan members
for their guidance, participation and invaluable contributions in making the Conference a success. The
Conference could not have been possible without our sponsors and Sa-Dhan would like to acknowledge the
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Executive Summary
contributions of NABARD, SIDBI, Union Bank of India, IDBI Bank, ICICI Bank, Bandhan Bank, MUDRA,
National Housing Bank, Bajaj Allianz Life Insurance, MFIN, UKAID (Through Poorest State Inclusive Growth
Programme) Clean Energy Network and Itz Cash. Our special thanks to Knowledge Partner IFMR LEAD for
providing technical support for various conference activities. Sa-Dhan also takes this opportunity to thank all
the panelists, moderators and most of all delegates in the audience for their active participation in the various
discussions. We would also like to thank community leaders and representatives of women's groups for their
participation in the Conference.
This report captures the Conference proceedings and key takeaways from the discussions held over the twodays. We are confident that the insights gleaned from these discussions will serve as a valuable guide to
stakeholders in shaping the future course of microfinance in India, and assist the efforts of both policymakers
and regulators.
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Conference Programme
Day-1
09.00am-10.00am

Registration

10.00am-11.00am

Opening Session
Welcome Address and Introduction: Ms Jayshree Vyas, Chair, Sa-Dhan
Release of Bharat Microfinance Report 2015
Ø A Snapshot of Report by Mr P Satish, Executive Director, Sa-Dhan
Felicitation of Mr C S Ghosh, MD & CEO, Bandhan Bank
Special Address: Dr Harsh Kumar Bhanwala, Chairman, NABARD
Key Note Address: Shri H R Khan, Deputy Governor, Reserve Bank of India

11.00am-11.30am

Tea – Coffee Break

11:30am-01:00pm

Digitising Microfinance: Scope, Opportunities and Challenges

01:00pm-02:00pm

Lunch

02:00pm-03:45pm

Convergence of Government's Social Sector Programs with Microfinance: Emerging Scenario

03:45pm-04:15pm

Tea – Coffee Break

04:15pm-05:30pm

Breakaway session-1
Mitigating Systemic Risks
in Microfinance: Role for
SROs

Breakaway session-2
Breakaway session-3
Towards Inclusive Credit Catalysing Micro insurance
Information Bureaus
in India: Do we need a
Microinsurance Association?

Day-2
09.30am-10.30am

Felicitation of MFIs' awarded In-Principle Approval for Small Finance Bank/Payment Bank

10.30am-11.00am

Tea – Coffee Break

11.00am-12:15pm

Breakaway session-1
Sustaining Self-Help Groups
and Promoting Institutions:
Challenges and Strategies

12.15pm-01.30pm

Breakaway session-1
Breakaway session-2
Future Direction for Small Changing Pattern of
MFIs
Microfinance: Emergence
of Individual Lending

01:30pm-02:30pm

Lunch

02:30pm-04:15pm

MUDRA: Vision and Way Forward

04:15pm-04:30pm

Vote of Thanks and Closing Remarks
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Breakaway session-2
Changing Pattern of
Microfinance: Emergence
of Individual Lending

Breakaway session-1
Finance and Payment
Banks: Envisaging their
Roles and Impact

Breakaway session-1
Small Finance and Payment
Banks: Envisaging their
Roles and Impact

5

Opening Session
“2015 is set to be a landmark year for the progress of Financial Inclusion initiatives in India. The importance of
an inclusive financial system, to enable equitable growth and development, and empower economically
weaker sections of society, has been widely recognized by the country's policymakers and practitioners in the
past. However, the last two years have ushered in a fresh impetus to banking and financial reforms from all
quarters- financial regulators, governments and the industry.” – Ms. Jayshree Vyas, Chairperson, Sa-Dhan
Ms. Jayshree Vyas, Chairperson of Sa-Dhan, welcomed the delegates to the event setting the context of the
conference. Ms. Vyas observed that 2015 is set to be a landmark year for the progress of Financial Inclusion
initiatives in India. The importance of an inclusive financial system, to enable equitable growth and
development, and empower economically weaker sections of society, has been widely recognized by the
country's policymakers and practitioners in the past. However, the last two years have ushered in a fresh
impetus to banking and financial reforms from all quarters- financial regulators, governments and the
industry. On the regulatory front, key reforms introduced by the Reserve Bank of India (RBI) include formal
recognition of NBFC-MFIs under the agent model of banking (BC), introduction of Small Finance Banks and
Payment Banks, and granting of Self-Regulatory Organization status to microfinance industry associations.
The Reserve Bank has also constituted a Committee to chalk out a medium-term measurable action plan for
financial inclusion. The Government of India has harmonized RBI's efforts by according policy priority to the
Financial Inclusion drive. The Union Ministry of Finance has launched an array of schemes to reach the
unbanked and unfunded sections of Indian society, from opening of mass savings bank accounts under Jan
Dhan Yojana, funding microenterprises through MUDRA, transferring welfare benefits through electronic
channels, and helping low-income households manage risk through state pension and insurance schemes.
The introduction of Government of India's flagship 'Digital India' programme, launched with a vision to
transform the country into a digitally empowered knowledge economy, has been another noteworthy
development. On the Industry front, large-scale banks, financial institutions, and last-mile financiers such as
Microfinance Institutions, have played an equally important role in supporting the financial inclusion drive.
Microfinance Institutions and Self-Help Groups (SHG) continue to be the pillars of financial access in remote
and inaccessible areas of the country and their growth story remains impressive despite all odds. In a bid to
serve the diverse needs of their clientele, financial institutions are exploring new avenues and models, with
an emphasis on diversity and innovation in product design and delivery. These recent developments bode
well for the future of financial and digital inclusion in India.
Ms. Vyas's welcome address was followed by the release of Sa-Dhan's much-awaited annual publication on
microfinance, the 'Bharat Microfinance Report'. Mr P Satish, Sa-Dhan's Executive Director, presented a
snapshot of the key highlights and trends from this year's report. It is a rich repository of statistics on
microfinance clients of societies, trusts, Section 25 companies, NBFC-MFIs and co-operatives, which tracks
key developments in the sector and offers valuable insights to all stakeholders on emerging microfinance
trends.
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Opening Session
ü Bharat Microfinance Report 2015, Highlights
ü Microfinance Institutions currently operate in 28 States, 5 Union Territories and 568 districts in India.
ü The 156 MFIs that reported data for the report have a branch network of 12,221 employees and reach out to

an all-time high of 37 million clients.
ü They have an outstanding loan portfolio of Rs.48,882 crore.
ü There has been an increase in the proportion of urban clientele serviced by MFIs, from 44% in 2013-14, to

67% in 2014-15.
ü Women borrowers constitute 97% of the total clientele of MFIs, while SC/ST borrowers constitute 28%

and minorities constitute 18%.
The release of the Report was followed by a felicitation ceremony in which Mr C S Ghosh, MD & CEO,
Bandhan Bank, was felicitated on the successful launch of the Bank earlier in 2015. Mr. Ghosh shared
insights from Bandhan's remarkable journey, from one of India's largest microfinance institutions to a
universal bank. Mr. Ghosh reiterated the organisation's goal to serve underserved segments of population,
and assured delegates of their continued commitment to this objective.
Dr. Harsh Kumar Bhanwala, Chairman, NABARD delivered a special address to participating delegates, in
which he elucidated the importance of Technology and Digitisation in promoting financial inclusion. Being
last-mile connectors, there is a need for Microfinance Institutions to leverage benefits of the digital revolution
brewing in India, and take this opportunity to become technologically proficient. Dr. Bhanwala apprised
delegates of some of NABARD's recent initiatives in this sphere. NABARD has recently launched a pilot
digitisation program for Self-Help Groups in two districts, Ramgarh and Dhule. This is likely to increase the
efficiency of bank managers and check instances of multiple borrowing by group members. Learnings from
these pilots will help design large-scale digitisation programmes for Self-Help Groups and scale up existing
initiatives. He also spoke about other NABARD initiatives such as insurance and pensions schemes, and
'farmer clubs' created to communicate with farmers for their financial and non-financial needs.
Dr. Harsh Kumar Bhanwala, Chairman, NABARD delivered a special address to participating delegates, in
which he elucidated the importance of Technology and Digitisation in promoting financial inclusion. Being
last-mile connectors, there is a need for Microfinance Institutions to leverage benefits of the digital revolution
brewing in India, and take this opportunity to become technologically proficient. Dr. Bhanwala apprised
delegates of some of NABARD’s recent initiatives in this sphere. NABARD has recently launched a pilot
digitisation program for Self-Help Groups in two districts, Ramgarh and Dhule. This is likely to increase the
efficiency of bank managers and check instances of multiple borrowing by group members. Learnings from
these pilots will help design large-scale digitisation programmes for Self-Help Groups and scale up existing
initiatives. He also spoke about other NABARD initiatives such as insurance and pensions schemes, and
‘farmer clubs’ created to communicate with farmers for their financial and non-financial needs.
Mr. H R Khan, Deputy Governor, Reserve Bank of India delivered the much-awaited Keynote Address at
this year’s conference. Drawing on his rich experience in India’s banking and financial sector, Mr. Khan
captivated the audience’s attention with his eloquent speech. The Deputy Governor emphasized the
relevance of the theme of the conference for the future growth of the banking and financial sector in India. Mr
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Opening Session
Khan observed that the microfinance and financial inclusion movement in India is at an inflexion point, with
significant developments and progress in the recent past. However, there are considerable fluctuations and
uncertainty in the sector on the future course of these developments.

Mr H R Khan, Deputy Governor, RBI
“The microfinance and financial inclusion movement in India is at an inflexion point, with significant
developments and progress in the recent past. However, there are considerable fluctuations and
uncertainty in the sector on the future course of these developments.”

The Deputy Governor spoke of the five 'I's to make financial inclusion initiatives in India viable: 'Institutional
design, Innovation, Insurance, Incentives and Interconnectedness'.
In his concluding remarks, the Deputy Governor reiterated the role of technology as a great enabler and
leveller. At the same time, he stressed upon the need to temper our trust in technology, and invest in human
resources and capacity building to bring about true change at the financial and socio-economic level.
Thus, in the opening session, honourable speakers acknowledged the significant developments in India’s
financial landscape, and laid emphasis on the need to engage with the imminent challenges and complexities
in pursuing these initiatives and realizing their full potential. A strong message that emerged from the
introductory session was that going forward, there is a need for greater clarity on the concrete shape of new
initiatives in the country. Simultaneously, we need to identify synergies between the efforts of stakeholders,
along with mapping strategies required for these programmes to make an impact at the household level.
In the following sections, we present a synopsis of the panel discussions held during the Conference and the
key takeaways that emerged from them.
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Digitising Microfinance, Scope, Opportunities and Challenges
Panelists:
Ms Chandni Ohri, CEO, Grameen Foundation India (Moderator)
Mr Pushpinder Singh, Head-FI & NB, National Payments
Corporation of India
Mr Naveen Surya, MD & CEO, ItzCash
Mr Rajeev Yadav, Group CEO, Disha Microfin
Mr Samaresh Parida, Founder & CEO, SP Growth Consulting
This session delved into the scope and opportunities for Microfinance Institutions to leverage digital and
technology-enabled solutions, in serving the financial needs of the bottom of the pyramid. Panelists
acknowledged that this is an exciting period for the advancement of digital finance in India with the ecosystem
slowly coming together in place, with joint efforts from the RBI and the Government of India. However, they
went on to emphasize the challenges in India’s digital growth story, which has been sobering as compared to
the rapid growth seen in countries of sub-Saharan Africa and South Asia.

Ms. Chandni Ohri, CEO, Grameen Foundation India
“This is an exciting period for the advancement of digital finance in India with the ecosystem slowly
coming together in place, with joint efforts from the RBI and the Government of India.”

Mr. Pushpinder Singh spoke about the array of digital financial platforms launched under the leadership of
National Payments Corporation of India (NPCI) such as RuPay debit cards, the Instant Mobile Payments
System (IMPS) and the USSD platform. However, universal access to these platforms through multiple
access points is still missing, especially for individuals residing in rural and remote areas. With reference to
entity resolution and authentication of digital transactions, Mr. Singh shared NPCI’s plans to leverage iris
recognition as a means to authenticate transactions in the future. This technology is believed to have a higher
success rate than finger print authentication.
On the demand side, panelists emphasized the need to focus on factors that influence consumer behaviour
such as trust and confidence in digital systems; convenience of access and use; financial capability, and
finally cultural and linguistic diversity in India. As highlighted by Mr. Naveen Surya in his presentation,
physical cash is still king in India and we still have a long way to go in reducing cash transactions. Concurring
with Mr. Singh, he stressed on the need for physical touch points, “a human face” backed by technology, to
secure the confidence of customers. With reference to digitisation of Self-Help Groups, Mr. Samaresh Parida
elucidated the expected gains from digitisation, from reducing the time taken to maintain accounts to
improved monitoring of the health and performance of groups. Digitising SHG data would create a rich
repository of information on financial and non-financial behaviour of group members. Mr. Rajeev Yadav
further extended the argument in favour of digitisation, by emphasizing the important role played by credit
bureaus in improving decision-making and reducing time lag.
A key takeaway from the discussion was the need for digital financial services to converge with the needs of
the customers on the ground, and align with their financial behaviour.
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Convergence of Government’s Social Sector Programs with Microfinance: Emerging Scenario
Panelists:
Ms Mythili Bhusnoormuth, Consulting Editor, Economic Times
(Moderator)
Mr Hemant G Contractor, Chairman, PFRDA
Mr C S Ghosh, MD & CEO, Bandhan Bank
Ms Ratna Viswanathan, CEO, MFIN
Mr Mukesh Sadana, Principal Consultant-G2P, MicroSave
An array of social welfare schemes were announced in the Budget for the financial year 2014-15, prominent
among which are the flagship financial inclusion initiatives; the Pradhan Mantri Jan Dhan Yojana, MUDRA
Yojana, Bima Yojanas and a renewed thrust to the Direct Benefits Transfer (DBT) program. This session
focused on the convergences between Government’s social security benefits and the role for Microfinance
Institutions. Panelists deliberated on the role of Microfinance Institutions in expanding the coverage of these
schemes by leveraging their last-mile outreach. Two arguments emerged from the discussion, in favour of
and against greater convergence between microfinance institutions and government programs.

Ms. Ratna Viswanathan, CEO, MFIN
“Payment Banks and MFIs are complementary financial models, not the former as a threat to
latter.”
Panelists not in favour of convergence argued that operations of Microfinance Institutions are highly
structured and follow very specific guidelines for their lending and credit-plus portfolios. These institutions
have built confidence among their borrowers over a period, and it may take time for them to expand their
product offerings to schemes such as the Atal Pension Yojana and build acceptance among their clientele.
Moreover, there tends to be a discontinuity in government policies with successive governments at the
Centre revamping or discontinuing existing schemes. This can have an adverse impact on MFI's services and
customer's trust in them.
On the other hand, panelists in favour of greater convergence were of the view that MFIs are well-placed to
distribute government social sector schemes, given their strong relationships with customers on the ground.
For instance, MFIs have played an important role in expanding the coverage of the insurance scheme
‘swavalamban’ for informal sector workers. Launched in 2015, Atal Pension Yojana is also aimed at covering
informal sector workers. While having a bank account is mandatory to access benefits under the scheme,
banks are using MFIs to act as Business Correspondents (BCs) to reach out to the target population. Mr.
Mukesh Sadana reiterated this point by stating that MFIs are in fact in a position to provide the crucial last mile
connectivity for Government schemes. The results from the past few months have been encouraging with
increased traction between banks and BCs. Thus, there is significant scope for collaboration between the
Government and MFIs in this regard.
The aforementioned sessions saw a great deal of participation from the audience. The panelists too were
responsive and engaging in answering a myriad of questions, as well as providing useful insights into the
workings of the sector through its different aspects.
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Mitigating Systemic Risks in Microfinance: Role for SROs
Panelists:
Mr Tamal Bandopadhyay, Editor, MINT (Moderator)
Mr Manoj Kumar Nambiar, Managing Director, Arohan Financial
Services
Mr Suresh Krishna, Co-Promoter & Director, Grameen Financial
Services Pvt. Ltd.
Mr Mahesh Thakkar, Director General, Finance Industry
Development Council
Dr Hema Bansal, Director, South & South East Asia, The Smart Campaign
This session delved into the vision and way forward for SROs in the Microfinance sector in the coming years,
and discussed strategies that can help them fulfil the role envisioned for them.

Mr. Suresh Krishna, Grameen Financial Services
“Since 1998, like a nursery Sa-Dhan has nurtured and supported MFIs in its capacity as an
Association, even without the official tag of a Self-Regulatory Organization”
In his opening remarks, Mr. Bandopadhyay spoke about the changes in the microfinance industry post the
2010 crisis in Andhra Pradesh. The industry has recouped from the crisis, and the Reserve Bank of India has
recognized the efforts of microfinance institutions (MFIs) by awarding them banking licenses. RBI has also
chalked out a roadmap for MFIs to go down the Business Correspondent route.
Associations such as Sa-Dhan and MFIN played a significant role in nurturing microfinance institutions
during this period, even before receiving the official status of Self-Regulatory Organization (SRO) from the
Reserve Bank of India. Panelists emphasized the need to improve accountability and transparency in the
functioning of SROs. This is important in order to function in an independent manner and prevent interests of
individual members from influencing their decision-making and operations. This can be achieved through
greater diversity in the constitution of the Board of SROs, and electing members who enjoy a favourable, nonpartisan reputation. Another challenge for SROs is to keep pace with the rapid changes in the industry and
upgrade their technical capacity in line with these developments.
A number of suggestions were made to this effect. For instance, the revenue generation model of SROs could
be diversified. Panelists suggested that no more than 50 percent of an SRO’s revenue should accrue from its
members. It was also noted that at present there is not enough feedback on the functioning of SROs. There is
a need to introduce a system that measures the performance of SROs through periodic evaluations.
Moreover, there is a need for standardization across SROs on practice and guidelines, as at present both SaDhan and MFIN have their own set of systems and processes.
Drawing from the global experience of SROs, Ms. Bansal spoke about SROs operating in South Africa, Mexico,
Peru and Canada. These SROs share similar backgrounds with MFIN and Sa-Dhan and have been successful
in reducing the risk in their respective markets. Thus, SROs in India can learn from their experience. Another
important takeaway from the discussion was that associations need to engage with the public through
regular dissemination of sector-level information and trends, and thus build confidence among
stakeholders.
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Towards Inclusive Credit Information Bureaus
Panelists:
Mr M V Tanksale, Chief Executive, Indian Banks’ Association
(Moderator)
Ms Kalpana Pandey, CEO, CRIF HighMark
Mr Jayaraman Mohan, CEO, Experian India
Mr Surendra Srivastava, DGM, SIDBI
Mr Vivekanand Salimath, Chairman, IDF Financial Services
This session focused on the challenges in creating inclusive Credit Information Bureaus in India, with
emphasis on the importance and modalities of capturing data of individual Self-Help Group members as well
as clients of NGO-MFIs whose data may not be always collected. Mr. Tanksale opened the discussion by
invoking his personal experience with the banking sector in the 1970’s-80’s and spoke about the adversities
faced by borrowers in accessing finance. In today’s date, however, India has a robust credit bureau
infrastructure in place, which covers borrower segments from microfinance clients in rural areas to
commercial and retail lending segments. However, there is a need to leverage this infrastructure effectively
to expand its coverage to include information of borrowers under lending models such as Self-Help Groups.
Mr Vivekanand Salimath, Chairman, IDF Financial Services, shared IDF’s experience with digitising data of
self-help group members using a Tab and biometric detector to capture member-level and transactions
data. This information can be shared with banks and other financial institutions on a periodic basis. However,
Mr. Salimath shared that digitization is a cost-intensive process and requires considerable investment in
technology. Self-Help Promoting Institutions (SHPIs) need continual financial support to undertake
digitization of data at the Self-Help Group level.

Mr M V Tanksale, IBA

“In the 1970s-80s it was a nightmare for borrowers to get loans and no-due certificates.”

Panelists also emphasized on the need to undertake Capacity Building of SHPIs, on a larger scale, to enable
them to leverage technology for digitization and monitoring of member’s activities. Unlike the banking sector
where there is standardization of operations and uniformity across the sector, there is considerable diversity
in the nature of SHPIs operating in India. Moreover, SHPIs are not organized in a collective. Thus, there is a
need for some form of standardization in data management practices. Along with data collection, there is a
need to strengthen data management systems that support analysis of data. According to Ms. Pandey, in
Highmark’s experience, the lack of unique identification hampers the robustness of a credit bureau’s
querying system. With the Supreme Court’s ruling in favour of voluntary use of Aadhaar cards, regulatory
bodies need to resolve the issue of entity resolution through other channels as well. One recommendation
was that ‘Identity scores’ which incorporate a broad set of consumer data that gauges a person’s legitimacy,
could offer an alternative to entity resolution as well as build a customer’s history. These could include both
public and private records such as property ownership records, bill and utility payments, subscription-based
services among others.
The panel discussion ended on an encouraging note with panelists acknowledging the strong foundation laid
down by credit bureaus in India thus far, and the need for a version 2.0 of credit bureaus that are wider in
scope and can plug the information gaps in the current system.
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Catalysing Microinsurance in India: Do we need a Microinsurance Association?
Panelists:
Mr. P. Satish, Executive Director, Sa-Dhan (Moderator)
Prof David Dror, Chairman and Managing Director, Micro Insurance
Academy
Mr Arman Oza, CEO, National Insurance Vimosewa Cooperative Ltd
Mr Aniruddha Shanbhag, Head, Rural Insurance Service Program,
GIZ
Mr. Satyen Dash, Sr. Manager, Bajaj Allianz Life Insurance Co. Ltd.
Mr. Vishwanath Divya, Head-Rural Business, Apollo Munich Health Insurance Company Limited
In this session, panelists discussed issues pertaining to the expansion of microinsurance services in India.
Drawing on the experiences of associations of microfinance institutions in catalysing the growth of the
microfinance sector, the session looked into the rationale for an association of insurance providers, to play a
role in policy advocacy, and setting standards and guidelines for industry practices.

Mr M V Tanksale, IBA
“In the 1970s-80s it was a nightmare for borrowers to get loans and no-due certificates.”

Mr. P. Satish opened the discussion with the question, “Is there a need for an alliance of micro insurance
providers in India?”
Mr. Shanbag presented findings from a GIZ- Government of India impact assessment on the role of the
regulatory framework in terms of enhancing/supporting the growth of microinsurance in the sector. Majority
of the participants in the study stressed on the lack of communication between insurance service providers
and consumers, and expressed interest in a platform that facilitates interaction between stakeholders. Thus,
a robust communication mechanism is essential to bridge this communication gap. Mr. Shanbag was of the
view that a platform that brings together different entities involved in the sector, from a business as well as
market development perspective, is the need of the hour.
In his presentation, Mr. Arman Oza put forth challenges from an insurance provider’s perspective. Globally,
microfinance institutions remain focused on credit products and are hesitant to diversify from fee-based
microcredit products to risk-based microinsurance products. Moreover, there is a big cultural difference
between microcredit and microinsurance. Microinsurance is a hard selling, service intensive product,
whereas microcredit is a fast growing product with bigger profit margins. The recent entry of the Government
into the social security space on a large-scale is likely to change the market dynamics of the sector. At this
juncture, there is a need for insurance providers, collectively, to complement Government efforts to scale up
microinsurance. However, a collective approach is likely to have its own share of challenges. For instance,
there is considerable diversity within service providers in the insurance sector and it is essential to establish
membership criteria to a network of institutions. It is also important for an association to foster greater
transparency in sharing of data and information regarding insurance claims and settlements among
stakeholders, in order to guide the efforts of the industry in the future. From the consumer’s point of view,
insurance remains a complicated product for them to understand. A lot of work needs to be done in the area
of educating customers regarding the various risks associated with their life-cycle and livelihoods, as well as
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mechanisms to mitigate the adverse effects of these risks on their lives.
Drawing on his rich experience in the insurance sector, Professor David Dror shed light on the client’s side of
the spectrum. For the microfinance business to be run responsibly, clients need insurance. He also argued
for a more facilitative role for the State in insurance provision, and the need for Governments in India to move
away from a subsidy-led approach to microinsurance. Subsidies are a stopgap solution until market forces
for insurance in India are functional and sustainable.
The broad consensus that emerged from the Panel Discussion was that a network of service providers on the
lines of an association is the need of the hour to pursue the microinsurance drive in India. Currently, the
efforts of governments, Insurance Providers and Micro Finance Institutions are fragmented. This approach is
unlikely to serve the purpose of reaching out to vulnerable sections of society. An association will bring all
concerned stakeholders from insurance providers to market promoters together onto a single platform, and
synchronize their efforts in promoting the penetration of microinsurance in India.
With this session, the first day of the National Financial Inclusion conference 2015 drew to a close. It was a
successful opening day, which saw a series of insightful discussions between our esteemed panelists as well
as active participation from delegates in the audience.
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Day-2: Felicitation of Microfinance Institutions
Microfinance Institutions felicitated at the Conference:
Capital Local Area Bank
Disha Microfin
Equitas Holdings Limited
ESAF Microfinance & Investments Pvt. Ltd
FINO PayTech Limited
Janalakshmi Financial Services
RGVN (North East) Microfinance
Suryoday Micro Finance
Ujjivan Financial Services
Utkarsh Micro Finance Pvt. Ltd
After the eventful first day, the second day of the National Financial Inclusion Conference commenced with
even more excitement with the felicitation ceremony of member Microfinance Institutions who received inprinciple approval from Reserve Bank of India to operate as Small Finance/Payment Banks. This was a proud
moment for not only these organizations, but Sa-Dhan as well, as we have been actively involved in nurturing
and supporting these institutions.
In their acceptance speeches, awardee organizations acknowledged the trust and confidence shown in them
by the Reserve Bank of India, in this landmark move. The apex bank has taken the lead in pushing for reforms
and innovation, moving away from its earlier regulation-led approach. Awardees also thanked SIDBI and SaDhan for the pioneering role in the sector that led to such gigantic growth of microfinance today. Ms. Jayshree
Vyas extended her warm gratitude to the millions of women who have been the drivers of the microfinance
and self-help group movement in India and contributed a great deal to its success.
The felicitation ceremony was followed by two consecutive breakaway sessions, with three specialized panel
discussions in each session. The topics for each session were chosen carefully keeping in mind their
relevance and importance in relation to current national and global discussions on financial inclusion. A wide
range of themes were discussed on the second day of the conference, ranging from the role of microfinance
in providing clean energy and housing to end-users, the changing patterns of microfinance in India, the role of
the newly formed small finance and payment banks, and ultimately the eagerly-awaited plenary session on
MUDRA Bank.
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Sustaining Self-Help Groups and Promoting Institutions: Challenges and Strategies
Panelists:
Mr N Srinivasan, Sector Expert (Moderator)
Mr G R Chintala, CGM, Micro Credit Innovations Department,
NABARD
Mr P Satish, Executive Director, Sa-Dhan
Mr. Jayant Prasad, Joint General Manager, ICICI Bank
Ms Kalpana Pant, Joint Director, Chaitanya
In the last two decades, NABARD’s Self-Help Group (SHG) Program has achieved remarkable outreach and
scale, covering 97 million households as of today. While the efforts behind the SHG program have resulted in
noteworthy accomplishments, the full potential of the initiative in financially empowering households
remains unrealized. In this session, panelists discussed the challenges faced by the SHG program in its
current form, with emphasis on promoting SHGs as a sustainable model of financial inclusion and
empowerment, and the role of Self-Help Promoting Institutions in nurturing their growth.

Mr N. Srinivasan, Sector Expert
“Over the last 4-5 years, there has been a slowdown in the growth of the Self-Help Group movement
in India, as the number of groups mobilising savings and borrowing has remained stagnant.”

Mr. N Srinivasan opened the panel discussion with a brief overview of the current trends in the Self-Help
Group movement. Over the last 4-5 years, there has been a slowdown in the growth of the Self-Help Group
movement in India, as the number of groups mobilising savings and borrowing has remained stagnant. The
financial discipline of SHG’s has been waning as well, with a significant rise in Non-performing assets. Ms.
Kalpana Pant stressed on the need for strong institutional support to Self-Help Groups from NABARD as well
as from the state governments. A key takeaway from the discussion was that for SHGs to sustain themselves,
there is a need for financial support in the form of grant from NABARD, as well as linkages with formal
lending institutions. Public and private sector banks need to step in and provide credit support on a larger
scale.
Panelists discussed the need for strategic collaboration between state rural livelihood missions, NABARD,
NGOs and promoting institutions in sustaining the SHG programme. The National Rural Livelihoods Mission
has a robust architecture. However, state missions need to work closely with Self-Help Promoting
Institutions to build their capacity, and streamline accounting practices across the sector. For the SHG
programme to sustain itself, there is a need for a regular source of credit, and linkages with livelihood
activities. Digitization of SHG member’s records and transaction details can provide a significant fillip to the
programme and NABARD can play an important role in offering technical support to SHGs for the same.
The key takeaway that emerged from this panel discussion was that while the Self-Help Group model
remains a strong pillar of financial and social inclusion in the Indian context, there is a need to relook at the
assumptions and modalities of the model. The financial sector is in a state of flux, and with microfinance
institutions reinventing themselves to cater to the changing scenario, self-help groups need to follow suite as
well.
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Last Mile Financing of Clean Energy
Panelists:
Mr Ashis Kumar Sahu, CEO, Clean Energy Access Network (Moderator)
Mr Harish Anchan, Managing Director, Envirofit
Mr Anish Thakkar, CEO, Greenlight Planet
Mr Shantharam Pai, Finance Director, SKDRDP
Ms Rashmi Sinha, Co-Promoter & Whole Time Director, Saija
Microfinance
This session explored issues specific to utilizing existing ground resources of MFIs for identification of
potential customers for clean energy products and services as well as for flexible last mile collection
services; building the capacity of MFI personnel to deal with “push” products like cook stoves and for general
post-sales servicing. The panelists, consisting of members of the Clean Energy Access Network as well as
MFIs with significant experience working with clean energy enterprises shared best practices, challenges
and recommendations related to tapping the potential of MFIs to enhance access to finance for clean energy
technologies.

Mr Harish Anchan, Managing Director, Envirofit

“Concept products such as cookstoves, need to satisfy the four A's in order to be
successful- Awareness, Affordability, Accountability, and Availability.”
The panelists focussed their discussion on financing end-users to adopt clean energy sources and the role
that Microfinance Institutions can play in this regard. Mr. Sahu presented statistics on the state energy
consumption in India. Energy is the second highest item of expense in rural households, and third highest
item of expense for households in urban areas. A significant challenge in scaling up of alternate energy
sources is the reasonably high cost of initial implementation. Thus, there is potential for MFIs to tap into this
market by bridging the finance gaps for clean energy. The estimated market size for clean energy products is
pegged at Rs. 50,000 crores.
Mr. Anchan elaborated on the need for traditional cooking implements such as stoves to be replaced by
alternate solutions such as biomass cook stoves. However, there are significant differences in cooking habits
across regions in India, and these differences need to be integrated in the design of cooking solutions.
Concept products such as cookstoves need to satisfy the four A's in order to be successful- ‘Awareness,
Affordability, Accountability, and Availability.’
Panelists observed that there is an overlap between clients that require uninterrupted access to electricity
and those who are financially served by MFIs. Thus, clean energy providers can leverage the extensive
outreach of MFIs to scale up their operations. MFIs have field/loan officers who interact with clients on a
regular basis and thus have an established relationship with them. They can be further trained to market
clean energy solutions. MFIs play an important role in building social and human capital in communities that
they are rooted in. Thus, they can play a role in influencing consumer behaviour, through peer networks.
However, existing workload on loan officers could be an impediment to this approach.
In conclusion, panelists emphasized on the need for developing customer-friendly products, improving after
sales service of clean energy products, and generating more awareness regarding energy sources such as
solar energy and gobar gas, and in turn bringing about a gradual change in the mindsets of households with
respect to adopting them.
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Housing for All: What Role can Microfinance Institutions Play?
Panelists:
Mr Sriram Kalyanraman, MD & CEO, National Housing Bank (Moderator)
Mr Sharad Venugopal, Private Sector Development Adviser, DFID
Mr A Ramesh Kumar, CMD, Swarna Pragati Housing Finance Ltd
Mr Gorge Thomas, Executive Director, ESAF Microfinance
Mr Murali P Srinivas, CEO, AFHTAC, A Habitat for Humanity International
Enterprise
Housing for All by 2022’ requires 11 crore new houses to be built in 4041 cities within the next seven years.
Executing this vision needs investments of up to USD 2 trillion or around 300 billion USD per year. Seventy
percent of this shortage belongs to the Low Income Group (LIG) and Economically Weaker Sections (EWS),
mostly in urban areas. In this session, panelists discussed the role of microfinance institutions in lending to
LIG/EWS sections in urban areas.

Mr. Venugopal, DFID
“There is a need for strategic partnerships between MFIs and Housing Finance Companies.”

Mr. Kalyanraman opened the discussion with statistics that underlined the scale of the housing shortage
problem in India. The country is currently facing a housing shortage to the tune of nearly 60 million units. On
the supply side, there is a significant shortage of housing units for the economically weaker and low-income
segments of society. Mr. Venugopal stressed on the need for more clarity on the role of Microfinance
Institutions in promoting housing loans from regulators and policymakers. The current ticket size of MFI
loans is sufficient only to finance home improvements and increments. Moreover, the current operation
costs of MFIs are not sustainable for the home loans market, in the absence of refinance from institutions
such as National Housing Board. Thus, there is a need for equity and low-cost bulk lending to meet the
shortfall in capital. Another key takeaway from the session was that housing loans require a customised cash
flow analysis of households, which is missing currently. Underwriting for the low-income and rural
segments of society requires different skill sets and experienced underwriters who are familiar with these
segments. There is an opportunity for Housing Finance Companies to collaborate with MFIs to undertake
cash flow analysis.
Land title guarantee is one of the biggest challenges in India and there is a need for regulatory reforms to
bring uniformity and accuracy in land records. To resolve the issues of title deeds in case of rural housing and
urban slums, it was suggested that regulators explore alternate paralegal mechanisms. Panelists observed
that housing microfinance institutions such as Swarna Pragati are already exploring this route. The need for
strategic partnerships between MFIs and Housing Finance Companies (HFCs) was highlighted repeatedly.
Panelists agreed that there is scope for MFIs to leverage strengths of HFCs in product innovation while HFCs
can in turn leverage MFIs strengths in outreach and last-mile operations in rural/remote areas. Another
highlight of the discussion was housing microfinance through the Joint Liability Group (JLG) model. NHB is
looking to explore this area based on evidence from the JLG experiences of pilots. NHB has also set up a
working group to look into the housing loans through the MFI route and the organisation is amenable to
suggestions from stakeholders. The discussion ended on a welcome note with Mr. Kalyanraman soliciting
recommendations from panelists and delegates on the steps that National Housing Bank (NHB) can take to
assist microfinance institutions in promoting housing for all.
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Future Direction for Small MFIs
Panelists:
Presenter: Mr Deepak Alok, Director, Prime M2i Consulting
Mr Brij Mohan, Sector Expert (Moderator)
Mr Prakash Kumar, General Manager, SFMC, SIDBI
Ms Vibha Batra, Group Head - Financial Sector Ratings, ICRA Ltd
Dr Gouri Sankar Gollapudi, Managing Director, Maanaveeya
Development & Finance Pvt. Ltd
Mr P Nayak, Whole Time Director, Swayamshree Microcredit Services
Small Microfinance Institutions have been key drivers of last-mile financial services in India in the last two
decades and their role in promoting financial inclusion is indisputable. Nevertheless, their operations are
fraught with challenges in terms of funding, capacity building, governance and so on. Given the indispensable
role played by them in promoting financial inclusion, panelists in this session discusses the way forward for
small MFIs in India’s changing financial landscape.

Mr. Ramakrishnan, SIDBI
“With adequate support and hand holding- every borrower has fairly good change to become
individual borrower.”
In the past 15 years, diverse institutions and ownership structures have emerged and flourished in the Indian
Microfinance sector. With a vastly diverse clientele in a country like India, there is a need for multiple players
in the sector, as small MFIs can serve the niche requirements of small borrowers. Based on the experiences
of small MFI's who have successfully made the transition to larger entities and scaled up operations, Mr. Alok
presented a critical factors framework that can play a role in their success. 1) Foundation: A strong value
proposition is a key factor that sets the foundation for an institution’s growth and builds confidence among
investors. 2) Access: Access to low-cost bulk capital is required to cover losses in initial years as well as cover
infrastructure costs. Strong foundations help generate donor interests for community development
organisations. MFIs also need a sound capital base, which gives them the capacity to absorb serious shocks
or risks. 3) Sustainability: Good risk management and sound governance are critical for the sustainability of
small MFIs. There is a need for robust systems that protect the interests of all stakeholders.
Going forward, panelists suggested that small MFI's can choose one of three strategic options: to be a niche
MFI and partner with banks offering a range of financial services; attract equity and scale up operations; or
sell their portfolio, if the first two options are not found to be viable. In response to a question on the relevance
of small MFIs, Mr. Batra reiterated the need for multiple financial service providers and delivery models to
cater to India’s diverse clientele. Mr. Prakash Kumar shed light on SIDBI’s initiatives to support small MFIs.
The India Microfinance Equity Fund created by SIDBI started with a corpus of Rs. 100 crore, which has now
been enhanced to Rs. 300 crore and supports nearly 50 MFIs. This equity infusion is likely to promote small
MFIs. However, these institutions need to strengthen their risk management systems and enforce the code
of conduct and transparency norms diligently. With regard to Institutional Ratings of Small MFIs, it was
bserved that there is limited flexibility to change rating parameters of financial institutions, as these are set to
international standards. Moreover, these are designed primarily to minimize risks of lending institutions.
However, panelists also observed that while social performance indicators are a relatively new concept,
there is scope for banks to use these indicators to gauge the level of transparency in an MFI’s operations,
among others. A key takeaway from the session was the small MFIs, who have played a significant role in
expanding the outreach of the formal financial sector in India, remain relevant in the country’s changing
financial landscape. However, there is a need for them to revisit their business propositions and establish a
clear vision and strategy in the near future
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Changing Pattern of Microfinance: Emergence of Individual Lending
Panelists:
Mr Sanjay Sinha, Managing Director, M-CRIL (Moderator)
Mr S Ramakrishnan, CGM, SFMC, SIDBI
Mr Ajay Desai, Chief Financial Inclusion Officer, Yes Bank
Mr P. N. Vasudevan, Managing Director, Equitas Holdings
Mr Rakesh Dubey, Chief Executive Officer, S V Creditline
The session discussed the scope and opportunities for MFIs in building their individual lending portfolios.
Panelists deliberated on the potential risks associated with the individual lending approach, along with its
legal and regulatory implications, especially with respect to safeguards for client protection. With the
evolution of Microfinance and the corresponding maturity of MFI clientele, MFI’s product offerings today do
not adequately cater to their clients’ growing aspirations. In the last couple of years, several large to medium
sized MFIs have been exploring the individual lending route to offer loans to mature clients with a healthy
credit history. Currently, the international finance community views the individual lending model as the
approach of the future. This perception can be traced to the fatigue associated with group lending
mechanisms.

Mr. Ramakrishnan, SIDBI
“With adequate support and hand holding- every borrower has fairly good change to become
individual borrower.”

According to Mr. Desai, individual access to loans in the Rs. 0 – 50,000 range has increased substantially in
the last few years but not in the Rs. 50,000 to 2,00,000 level. Thus, there is a need to develop hybrid lending
models that adapt the successful features of group lending models, and can cater to larger ticket sizes.
Panelists also debated on whether MFIs are helping customers graduate to individual loans, as this may give
rise to a conflict of interest with their business. Statistics suggest that nearly 15-20 percent of clients
graduate from group lending to individual lending.
Mr. Ramakrishnan shared SIDBI’s experience of providing loans to the missing middle segment with ticket
sizes ranging between Rs. 50,000- 500,000. As part of the pilot project, a software was developed to address
issues of loan disbursements. The key learnings from the pilot were that there is a need to strengthen testing
mechanisms to gauge borrower’s competence of using funds and keep appraisal processes simple to speed
up turnaround time.
On the challenges with the individual lending approach, panelists acknowledged that the individual lending
scenario requires greater effort and costs in assessing the credit worthiness of prospective borrowers.
There is greater pressure on the MFIs to follow up with customers as well, in the absence of peer networks to
monitor repayments. Moreover, the screening and approval processes for individual loans being quite
different from group loans, there is a need for building capacity of loan officers engaged in last-mile
operations.
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Small Finance and Payment Banks: Envisaging their roles and impact
Panelists:
Mr Subhomoy Bhattacharjee, Deputy Editor, The Indian
Express (Moderator)
Mr Sankar Chakraborti, CEO, SMERA Ratings limited
Mr Samit Ghosh, MD & CEO, Ujjivan Financial Services
Mr Sarvjit Singh Samra, Managing Director, Capital Local
Area Bank
Mr Rajeev Arora, Director -Technology & Operations, FINO
PayTech Limited
Small Finance Banks and Payment Banks have been introduced by the Reserve Bank of India, in order to
overcome the failures of the current financial ecosystem in serving the needs of unbanked sections. Several
Microfinance Institutions are among the institutions who have received in-principle approval by RBI. In this
session, panelists deliberated on the differentiated role envisioned for small finance and payment banks in
India’s financial ecosystem.

Mr. Rajeev Arora, FINO Paytech
“There is a need to strike a balance between digital and human interfaces, as well as handhold
clients before they can graduate to servicing their own needs.”

In his opening remarks, Mr. Bhattacharjee put forth the following question to the panel: are the new financial
entities well-structured to deliver the objectives? Panelists were of the view that there have been multiple
experiments with institutional models in the past, and this is one such experiment by the apex bank in India.
For the initiative to be successful, there has to be a radical change in the business models of MFIs that have
received licenses. There is no historical learning for these institutions and they will need to experiment and
find the right mix of products and services.
Given the scope and opportunities for differentiated banks in promoting financial inclusion, panelists
observed that alongside traditional banking and finance models such as those of Grameen bank, new-age
models such as m-pesa have emerged and made significant inroads in parts of sub-Saharan Africa and
South Asia. Going forward, new financial models need to increasingly leverage technology to remain viable.
Further, with the transition of Microfinance Institutions into Small Finance Banks, their cost structures are
likely to undergo a radical transformation. They will no longer be able to access low-cost funds from
commercial banks and will need to fund explore alternate channels such as customer deposits and
interbank loans. In such a scenario, keeping cost structures low and managing liabilities will be a huge
challenge in the interim.
The primary source of revenue for large, commercial banks is not from operations in rural areas and thus
they are merely meeting targets for branch expansion, as that is not there primary business. For most
MFIs/local area banks the focus is different, as operations in rural/remote areas are their core business.
Currently, individuals need a bank to channel their savings and deposits. However, Small Finance and
Payment Banks can plug this gap and take care of savings/deposit needs. For credit requirements, while
there is a limitation on the ticket sizes of MFIs, now with the Small Finance and Payment Banks, there is a
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potential for micro borrowers (borrowers of MFIs) to move to micro enterprises and then small enterprises,
because of greater availability of credit.
Payment banks are expected to leverage technology in a big way to serve the needs of migrants and other
socio-economic categories. However, panelists observed that the presence of brick and mortar branches
instils a sense of confidence among the clients. Thus, there is a need to strike a balance between digital and
human interfaces, as well as handhold clients before they can graduate to servicing their own needs.
On past experiments with banking models such as regional rural banks and cooperatives, panelists were of
the view that political interference and a lack of scalability marred the success of these business models. On
the prospects of fueling economic growth, it was noted that SBI branches have become the centres of
economic activity in rural areas. Traditionally, creation of these financial institutions has pushed growth and
income generating activities. Thus, Small Finance Banks also have the potential of becoming hubs of
economic activity. The micro entrepreneurs that are funded by MFIs and small finance banks, in turn can
support employment further through their micro enterprises.
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MUDRA: Vision and Way Forward
Panelists:
Mr T K Arun, Editor, Times Opinion (Moderator)
Mr S Ramakrishnan, CGM, SFMC, SIDBI
Mr Jiji Mammen, Chief Executive Officer, MUDRA
Mr P. N. Vasudevan, Managing Director, Equitas Holdings
Mr M R Umarji, Chief Legal Advisor, IBA and Architect of Mudra Bill
This session examined MUDRA’s role in India’s current financial ecosystem, and discussed operational
concerns, potential opportunities and foreseeable challenges in the implementation of its flagship schemethe PMMY.
Mr. Mammen elucidated MUDRA’s long-term vision and objectives. Launched with a vision to ‘fund the unfunded’ Micro and Small Enterprises Sector in India, MUDRA has garnered considerable interest from
financial institutions and stakeholders across the spectrum. While MUDRA has the potential to transform the
landscape of small businesses in India, it has been entrusted with a wide mandate of refinancing unfunded
institutions along with supporting and nurturing the small enterprises segment. Going forward, more clarity
is required on its regulatory and operational framework. A clear message that emerged from this discussion
was that there is an urgent need for MUDRA to transform from an NBFC to a bank, to meet the mandate set
for it by the Union Government. The current NBFC arrangement poses challenges for the Agency to operate
in it full capacity. Although there is a need for a uniform regulatory system for all forms of microfinance and
financial inclusion models, there is a lack of consensus among stakeholders on the structure of MUDRA as a
regulator.

Mr T K Arun, Editor, Times Opinion
Whether you create MUDRA or other agencies at the centre, ultimately to reach the people in rural
areas, you need MFIs, whether as providers of capital or as a channel for supplying capital as
provided by MUDRA and others

Another important point raised in the discussion was the commercial viability of providing low-cost loans to
the MSME segment and the funding for the same. In addition to addressing the credit needs of the MSME
segment, the Agency needs to support and nurture smaller organizations that work "on the ground". It can
apply the principle of lending rate cap but what that should be, should be determined by MUDRA in small
financiers. Panelists also reiterated the need to leverage mobile-based technology platforms to extend
services under the scheme.
In the end, a key takeaway from the discussion was the need for the Government to give statutory status to
MUDRA, to empower it to achieve its mandate in the real sense.

National Financial Inclusion Conference
8 & 9 October, 2015

23

Vote of Thanks and Closing Remarks
The panel discussion on ‘MUDRA’ marked the end of the panel discussions at the Conference. The
discussion was followed by closing remarks by Mr. Brij Mohan, Board member, Sa-Dhan. Mr. Brij Mohan
expressed delight on the nature of deliberations that took place on the critical themes of financial inclusion
over the two-day conference. He went on to congratulate the Sa-Dhan team for organizing the event
successfully and at such a relevant time for the financial inclusion movement in India. He ended his remarks
by expressing his best wishes to Mr. Satish, the Sa-Dhan team and delegates in the audience. The conference
drew to a final close with a ‘Vote of Thanks’ delivered by Mr. P.N Vasudevan, Co-Chair, Sa-Dhan. Mr.
Vasudevan extended his gratitude to all the participants, partners and those involved in making the
conference a huge success.
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Urban MFI borrowers outstrip rural counterparts
The share of rural borrowers in 2014-15 has dropped
to 33% of the total industry loan portfolio in 2014-15 compared with 56% in
2013-14
The appetite for microfinance loans in urban areas of I ndia has
surpassed that of rural areas for the first time, according to the state of
the sector report on Thursday released by Sa-Dhan, a regulatory
organization for microfinance institutions (MFIs).
The share of rural borrowers in 2014-15 has dropped to 33% of the
total industry loan portfolio in 2014-15, compared with 56% in 2013-14,
with the rest of the loan demand coming from urban borrowers.

In spite of all the banking infrastructure in urban areas, there
is a huge demand from the unorganised sector and migrants
for microfinance loans.

The data for the report titled Bharat Microfinance Report 2015,
launched at the National Financial Inclusion Conference 2015,
includes microfinance clients of societies, trusts, Section 25
companies, non-banking finance company MFIs and cooperatives. The
total outreach of clients was 37 million. Section 25 companies are ones
that plough back any profits they make back into the business.
“In spite of all the banking infrastructure in urban areas, there is a
huge demand from the unorganized sector and migrants for
microfinance loans,” said P. Satish, executive director, Sa-Dhan.

The demand for microfinance loans in urban areas has gone up in the last one year as many corporate houses and banks are operating in
these areas under their corporate social responsibility mandate, increasing financial literacy and making credit available.
The Street Vendors (Protection of Livelihood and Regulation of Street Vending) Act, 2014, passed in March 2014, which allows issuing vending
licences up to a number equivalent to 2.5% of a city’s population, may also have played a role.
Around 97% of the MFI borrowers are women and 46% of the borrowers belong to scheduled caste or scheduled tribe communities or other
minority groups.
According to the report, the average loan per borrower has increased from `10,079 to `13,162, and the gross outstanding portfolio went up from
`33,517 crore in the year ended 31 March 2014 to `48,882 crore in the year ended 31 March 2015. However, with eight member MFIs winning
the in-principle approval for small finance bank licences from the Reserve Bank of India, the MFI loan portfolio is likely to shrink.
Ujjivan Financial Services Pvt. Ltd, Janalakshmi Financial Services Pvt. Ltd, Equitas Holdings Ltd, Disha Microfin Pvt. Ltd, ESAF Microfinance
and Investments Pvt. Ltd, RGVN (North East) Microfinance Ltd, Suryoday Micro Finance Pvt. Ltd, and Utkarsh Micro Finance Pvt. Ltd are the
MFIs that have won bank licences.
The other two firms that won small bank licences are Capital Local Area Bank Ltd and Au Financiers (India) Ltd.

26

National Financial Inclusion Conference
8 & 9 October, 2015

National Financial Inclusion Conference
8 & 9 October, 2015

27

Principal Sponsors

Associate Sponsors

Technology Partner

Knowledge Partner

Organiser

Head Office: A 1 - 248, 3rd Floor, Safdarjung Enclave,
New Delhi - 110029 (India)
Tel.: +91-11-47174400 | Fax: +91-11-47174405
E-mail: info@sa-dhan.org | Web.: www.sa-dhan.net

Regd. Office: Plot No. 4, Second Floor,
Chandragiri Colony, Near RTA Office,
Trimulgherry, Secunderabad 500015
Telefax : +91-40-40216026, 40037179
E-mail: hyd@sa-dhan.org | Web.: www.sa-dhan.net

