
Annexure III

Second National Seminar on Microfinance : Issues & Challenges - Presentation on findings of research reports of CMR


· SNAP-SHOT OF RESEARCH REPORTS FINALISED 
· Presentation by : S. Krishnan, AGM, Centre for Microfinance Research, BIRD
Lucknow

· NINE STUDY REPORTS PRESENTED 


· 1. MICROFINANCE OUTREACH : COMPARING BANK AND MFI 
· 2. STUDY ON SHG FEDERATIONS - CHALLENGES  AND OPPORTUNITIES
· 3. MICRO INSURANCE IN INDIA: OUTREACH AND EFFICACY
· 4. MICROFINANCE FOR HOUSING IN INDIA
· 5. EQUITY INVESTMENT IN INDIAN MFIs : A GUIDE FOR PRACTITIONERS
· 6. ACCESS TO FINANCE IN ANDHRA PRADESH
· 7. COST STRUCTURE AND OTHER COMPLEXITIES IN SCALING UP OF OPERATIONS OF SMALL MFIs IN BIHAR
· 8. SCOPE FOR PROMOTING MICRO ENTERPRISES ACTIVITIES THROUGH SHGs IN BIHAR AND UTTAR PRADESH 
· 9. RURAL HOUSEHOLDS AND CASH FLOWS

Findings in brief

1. MICROFINANCE OUTREACH: COMPARING BANK AND MFI (BANDHAN) IN COOCH BEHAR DISTRICT 
(Study done by Main Centre)

Objective of the Study: A Comparative study on the performance of the operation of mFI Bandhan and SBLP through UBKGB. 
Study Area: Cooch Behar District in West Bengal

Findings: 


1. Poor delivery process of SBLP as against the sound delivery process of Bandhan.
2. Due to better access to Bandhan, customers are not reluctant to pay even higher rate of interest.
3. Bandhan takes the job of microfinancing more seriously, whereas bankers view it is as a social responsibility.
   
Suggestions
1. Bankers should  view microfinance as a business model.
2. Bankers should adopt low cost credit delivery models by opening satellite microfinance branches.
3. Bankers should do more to win the faiths of the poor.

Central Message of the Report

Microfinance delivery process need to be viewed as a business proposition by banks in addition to social responsibility.

2. STUDY ON SHG FEDERATIONS - CHALLENGES AND OPPORTUNITIES
(Study done by Main Centre)

Objective of the Study: 

To explore the potentials of SHG federations in making SHGs financially and organisationally sustainable and to recommend strategies to strengthen them.

Study Area: 

   Rajasthan, Andhra Pradesh, Maharashtra, Orissa, Uttar Pradesh

Findings of the study
· SHG Federations are engaged in socially meaningful tasks.
· They are essentially serving the vulnerable by meeting their credit needs.
· They are facing fund constraints.
· There are regions, where bankers are still reluctant to finance SHGs, by which SBLP is not able to make the desired head-way.  

Suggestions
· A study may be conducted to estimate average amount of bank loan per SHG in all the districts.
· If average amount of bank loan per SHG in any district is found to be deficient of 25 % of the national average, NABARD may enable bulk lending to NGOs  to finance these SHGs.  
· Fee based services should be undertaken by the SHG federations for the non-financial services rendered by them.
· SHG federations should be encouraged to work as BC/BF for  banks.
· NABARD should continue to promote capacity building activities for SHG federations.
   
Central Message

· SHGs need to be federated for their sustainability.

3. MICRO INSURANCE IN INDIA: OUTREACH AND EFFICACY
(Study done by Main Centre)

· Study Area:
	Orissa and Tamil Nadu

Objectives of the Study:

To know :
1. What are major risks/shocks, poor and low income groups mostly confronted with?
2. What is the understanding and practice of formal insurance among microcredit clients?
3. How Risk and risk management behaviour are different across groups?
4. What are the nature and benefits of existing micro insurance products in the study area?

Findings of the Study
· MFI as distribution channel of micro insurance is found to be effective in reducing administrative costs.
· Micro credit linked insurance business is one of the key drivers for microfinance business.
· Involvement of local community based organisations could be useful for better outcome of micro insurance coverage.
· Client Feedback is required for product design and customisation.
· Better incentive for intermediaries and training to the field staff are required.

Central Message

· Micro credit linked insurance is one of the key drivers for microfinance business.

4. MICROFINANCE FOR HOUSING IN INDIA
(Study done by Main Centre)

Objectives of the Study
· To examine the overall demand and priority of housing and current housing finance arrangement in low income groups.
· To estimate the potential for housing microfinance market in rural areas.
· To examine the non-MFH borrowing by the poor and its implications.
· To assess the performance of different MFH programmes and the possibilities of upscaling them.

Study Area
States Covered: Kerala and Karnataka
Programmes covered: Bhavanshree in Kerala; Sanghamitra Rural Financing Services in Karnataka.

Findings of the study
1. On operational and fund management ground, Intermediary Model of MFH holds good.
2. Dearth in information on nature of housing demand makes  it difficult to tailor housing loans. 
3. Inclusive beneficiary selection process, regular monitoring and supervision for MFH loans are effective than overcautious approach followed by the lending institutions.

Suggestions
· Suitable housing measure index as one developed by Cashpor for poverty can be used.
· Designing different MFH product lines for different lending institutions in order to meet bigger and diverse credit needs for housing.
· On the basis of occupation, income and household asset holding, realistic and flexible approach for loan repayment is required.
· For up-scaling of MFH, special package that includes providing subsidized funds, technical support, alternate fund raising and inclusion of some moderate income clients are important.
· Suitable housing plan and low cost housing technology must be a part of the MFH programme

Central Message
· Suitable housing plan and low cost housing technology must be a part of the MFH programme

5. EQUITY INVESTMENT IN INDIAN MFIs :A Guide for Practitioners
(Study done by IFMR, Chennai sub centre)

Objectives of the Study
	
Documentation and Analysis of the recent rise in private equity  inflows into Indian microfinance  

 Findings
· The flow of private equity funds into Indian MFIs has increased dramatically over the past three years.
· It is driven by big ticket investments made by mainstream private equity funds.
· Private equity investment in MFIs will continue to increase in the years to come.
· Report provides tips for raising equity to the MFIs seeking it for the first time.

Central Message
· Portfolio buy-outs and securitization are the potential sources for financing to MFIs.

6. ACCESS TO FINANCE IN ANDHRA PRADESH
(Study by CMF-IFMR sub centre)

· Study Area

	Coastal districts of Andhra Pradesh


 Objectives of the Study

· Detailed survey of access to finance in rural areas of Andhra Pradesh, the state in which microfinance has achieved great penetration.
· To describe the history of microfinance in Andhra Pradesh.
· To understand the current landscape providers of microfinance in Andhra Pradesh.


 Findings
· Proportion of rural households with a saving account is as high as 78.6% in Andhra Pradesh.
· Except around 14% of the accounts, rest are opened by the people to avail benefits from govt. and loans from banks.
· Around 41% of the accounts are dormant.
· More than 90% of the rural households have loan outstanding as against the previous estimate of 33.2 %, made by All India Debt and Investment Survey in 2003.
· However, only a small share of rural households (11%) had a loan outstanding to MFIs.
· Around 72 % of rural households had a member who belonged to some SHG.
· Multiple borrowing is very common. An estimated 83.7% of the households had more than one loan outstanding.  

Suggestions
· The results of the Report suggest that government initiatives as well as the burgeoning microfinance sector have enormous impact on financial inclusion of rural people in Andhra Pradesh.
· More effort is required to understand the changing financial inclusion of other states in the country.

Central Message
· Government initiatives in the microfinance sector have enormous impact on financial inclusion of rural people.

7. COST STRUCTURE AND OTHER COMPLEXITIES IN SCALING UP OF OPERATIONS OF SMALL MICROFINANCE INSTITUTIONS IN BIHAR
(Study by Chandragupt Institute of Management, Patna sub centre)

· Study Area:   Bihar State

Objectives
1. To ascertain the cost structure of small MFIs in Bihar.
2. To understand the complexities associated with the scaling up of operations of small MFIs in Bihar.




Suggestions
· There is a need to make interest rate transparent by charging rate of interest on reducing balance. Any upfront payment should be included in the interest rate structure itself.
· Repayment of loan should be tagged with accrual of income.
· Transaction costs should be brought down by 4-6 % as it is very high at around 42 % of income.
· Risk Costs should be brought down below 1% of WC.
· MFIs should endeavour to maintain capital adequacy ratio at least 10% of RWA.
· Financial sustainability ratio of the organization should be more than 100% (TI to TE). 

Central Message
· MFIs should endeavour to maintain capital adequacy ratio at least 10% of RWA.
· MFIs should develop Leadership to meet the double bottom-line.

8. STUDY ON SCOPE FOR PROMOTING MICRO ENTERPRISES ACTIVITIES THROUGH SHGs IN BIHAR AND UTTAR PRADESH 
(Study by Chandragupt Institute of Management, Patna sub centre)
 
· Study Area: 
	States covered: Bihar and Uttar Pradesh

Objectives of the Study
To examine the scope for promoting micro enterprises in the study area on the basis of identifying the key indicators which lead  matured SHGs towards micro enterprises

Suggestions of the Study
· SHGs need to be federated and federation should own the reponsibility to collect the products from SHGs.
· Federation should act as the liaisoning agency with the various market players for better sales of SHG products.
· Quality Control, Branding, Pricing and Packaging strategies need to be considered for better marketing of the products.
· Large scale production of single product needs to be attempted. 
· Value Chain to be considered.
· Common servicing centre for packaging and use of latest technology in packaging need to be introduced.

Central Message
· Micro enterprise development is conditional upon technology use, cost cutting  and competitive pricing.

9. RURAL HOUSEHOLDS AND CASH FLOWS
(Study by Institute of Development Studies, Jaipur sub centre)

· Study area : Experiences from Himachal Pradesh, Punjab, Haryana, Rajasthan and Madhya Pradesh

Objectives :
· Find out the pattern of income diversification and expenditure flows in rural areas

Findings
· Lack of income diversification is still predominant in rural areas.
· Loans for housing, health and education are the emerging demands in the study area.
· Non-farm activity is not sufficient in rural areas.

 Suggestions
· Skill development and credit availability can lead to income diversification.
· Specific microfinance products should be designed for housing, health and education.
· The borrowers’ entire household income should be considered for judging his credit worthiness.

Central Message
· Loans for housing, health and education are the emerging demands in rural areas.
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· Queries are welcomed to birdjournal@yahoo.in
· Full reports are placed in BIRD’s website www.birdindia.org.in under ‘Publications’
· Hard copies of a few reports are available for sale at the Central Library and Information Centre, BIRD, Lucknow.  Orders can be placed through e-mail also.
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