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FOREWORD

Microfinance sector in India has achieved incredible growth in terms of both outreach and

sustainability. Importantly, the mainstream financial sector has increasingly recognized the

microfinance sector as an important ally in expanding financial inclusion to the un-reached and

under-reached segment of the population

Sa-Dhan has been publishing primary data based report-Quick report- for the past five years. This

initiative has been widely acclaimed by government, policy makers, regulators for its timeliness,

depth of analysis and authenticity.  The quick report had been based on unaudited data till 2009.

This year, for the first time, audited data sets were received with special efforts and this report is

brought out. Besides, data on additional parameters like state wise portfolio and client outreach

etc have also been collected. This, coupled with series of data validation exercises undertaken, has

delayed the report a bit. However, these special efforts could greatly contribute to the authentic-

ity of the data and the inferences drawn there from.

The trend in reporting continued to be on the rise in terms of number of MFIs contributing data

to the pool. This year 264 MFIs submitted the data including 115 non-members. This shows the level

of confidence reposed on Sa-Dhan and MFI's recognition to the importance of reporting the data

to be shared with a wide range of stakeholders, thereby enhancing the transparency of the sector.

We thank all the MFIs for their data contribution to this quick report. Their patience to provide

accurate data responding to the report team's multiple correspondences, e-mails, phone calls

made during the data validation process is praiseworthy.

A dedicated Research and Analysis team at Sa-Dhan consisting of Mr. Natarajan, who coordinated

the work, Mr. Ardhendu Nandi, Ms. Abha Bang, Mr. Krishna Reddy and Mr. P. M. Kamalesh, who

collected and processed the raw data to make the report possible. The data entry work scrupu-

lously undertaken by Ms. Sarabjit Kaur and Ms. Priti Gupta is acknowledged.

We appreciate and thank the team of Mr.Niraj Kumar and Mr. Abhishek Choudhury, who did the

analysis and prepared the write up for the report. Special thanks to Mr. K. Balasubramanyam,

General Manager for his comments and suggestions and for ensuring the electronic release and

publication of the report.

We are grateful to Mr. R. Prabha, Mr. Aseem Gandhi, Ms. Mona Kachhwaha and Mr. Atul for their

valuable feedback on the draft of this report.

We gratefully acknowledge the generous funding support of Ford Foundation and Citi Foundation

and SEEP Network which enabled us compile and publish the report.

This year an attempt has been made to enhance the profile and scope of the content of this

report. We hope that the data and the analysis produced in this report will be useful to all of you.

We look forward to receiving your comments and suggestions for further improvements.

Mathew Titus

Executive Director
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OBJECTIVES AND METHODOLOGY

Objectives:

This report is an attempt to collect financial, data related to client outreach and portfolio data

provided voluntarily by member as well as non-member Indian MFIs of Sa-Dhan and the data

was analyzed for several peer groups (categorized on different parameters). The primary objective

of this analysis is to help a wide range of stakeholders, such as, MFIs, investors, lenders, policy

makers, regulators, researchers etc. to understand the current state of financial performance of

Indian microfinance industry and take appropriate decisions/actions that are critical for the

development of the industry. The secondary objectives of this analysis include developing/revising

financial performance standards for the industry, enhancing the transparency of financial report-

ing, and improving the performance of MFIs.

Methodology:

MFIs voluntarily participate in the process. MFIs provide us detailed information as sought through

a data acquisition sheet consisting of their financial, portfolio performance and structure of their

liabilities but they also provide us the details regarding their client outreach, geographical spread,

products, staff ing etc. The participating MFIs also submit their supporting documents, such as

audited financial statements, annual reports and other documents that helped us understand their

operations. Data are presented in the report anonymously within the peer groups.

The financial and operational data collected from the MFIs was validated through a rigorous

process with the help of the supporting documents provided by the MFIs. Data was also validated

by applying the industry benchmarks and crosschecking with each MFI over phone and email

follow ups. The incomplete data set or those which could not be validated through this process

was not taken in the sample for the analysis.

The analysis was done on the basis of a predetermined framework prepared for the report through

consultation with members and experts' group.
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KEY HIGHLIGHTS

• A total of 264 MFIs reported to Sa-Dhan this year.

• The total loan outstanding for all 264 MFIs that reported to Sa-Dhan is Rs.18,343.9 crores

(about US $ 4 billion) reaching out to 2.67 crore active borrowers

• An additional Rs.4,200 crores (US $ 0.91 billion) of outstanding portfolio is being managed by

MFIs on behalf of banks and other financial institutions, taking the total outstanding portfolio

managed by MFIs to about Rs.22,544 crores (nearly US $ 5 billion).

• Andhra Pradesh and the southern region continue to have the highest client outreach and

loan portfolio among all states and regions respectively. Western and eastern regions are

likely to be the next drivers of growth.

• Grameen model of service delivery is the most popular methodology among the MFIs,

espcially among the new MFIs.

• Share of outstanding loan portfolio and client outreach of the ten largest MFIs in the sector

is significantly high.

• The Indian MFIs continue to target mainly women clients.

• The focus of MFIs on urban areas is on the increase but even today the coverage remains

predominantly rural.

• The coverage of socially disadvantaged and religious minorities by MFIs is growing over the

years.

• The ‘for-profit’ MFIs hold nearly 90% of the total portfolio outstanding of the MFIs.

• Median average loan size of the sample MFIs is Rs9,766.

• The 10 largest MFIs have the highest portfolio growth rate among all MFIs.

• The ‘for-profit’ MFIs have the highest growth rate among all legal forms of MFIs.

• The portfolio quality of MFIs is in good state with a median PAR of 0.4%.

• The MFIs with the average loan sizes above Rs15,000 have the highest median PAR.

• The ‘non-for-profit’ MFIs have the lowest PAR among all legal forms of MFIs.

• The median of yield on portfolio of all MFIs in the sample is 26.6%. More than one third of the

MFIs that reported had an yield of less than 20%.

• The 'for-profit' MFIs have the highest median yield while the 'mutual benefit' MFIs have the

lowest median yield.

ii
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• The median Operational Expense Ratio (OER) of the MFIs in the sample is 11.8%.

• The 'for-profit' MFIs have the highest OER among all legal forms.

• The OER comes down with the increase in the size of MFIs. Hence, the 10 largest MFIs have

the lowest median OER.

• OER is lowest for MFIs operating in the southern region while highest for MFIs operating in

the western region.

• Outstanding borrowings of MFIs as on 31 March, 2010 amounts to Rs17,096 crores (approxi-

mately US $4 billion)

• About 77% of the above borrowings are held by the 10 largest MFIs. Nearly 90% of the total

borrowings of the MFIs are held by the 'for-profit' MFIs.

• The median of debt as a percentage of total liabilities and networth of all MFIs in the sample

is 80.3%.

• The public sector banks are the single largest source of debt funds for the MFIs, followed by

the private sector banks.

• The median ROA and ROE of all the MFIs in the sample is 1.6% and 11.5% respectively. The

median ROA of the 10 largest MFIs is 4.3%.

• The median ROA of 'not-for-profit' MFIs (2.3%) is more than that of 'for-profit' MFIs (1.3%).

iii
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RECLASSIFICATION OF INDIAN MFIS FOR ANALYSIS

In earlier Sa-Dhan reports, MFIs were classified in 3 categories based on their size with the

classifications being small, medium and large. This year, we have the classified the MFIs in six

categories to reflect the diversity of each classification in the sector.

This year, we have also done an age wise classification of MFIs to analyze MFIs based on their age,

which had not been done previously.

(a)  Size of MFIs:

Loan Outstanding No. of Client

(in Rs Crores) (in '000')

<1 <2

1 and <10 2 and <15

10 and <50 15 and <75

50 and <100 75 and <150

100 and <500 150 and <750

> 500 >750

(b)  Age of MFIs:

Age (in Years)

<2

2 and <5

5 and <8

>8

iv
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1

Of late, the Indian microfinance sector has started spreading its wings outside the southern
region in a big way and has reached many underserved regions. Eastern region has been the

single largest beneficiary of this shift. In the last five years, growth in the number of MFIs in
eastern region has been very impressive. North and western region have also seen significant
growth in the number of MFIs. Even though south still tops the list, the current trend has

narrowed down the regional imbalance (in terms of presence of MFIs) to a great extent.
However, the underrepresentation of north-eastern region (except Assam) continues to be the
area of concern.

The famous Pareto's 80-20 principle is also applicable to the universe of MFIs, which is domi-
nated by numerous small MFIs but the 10 largest MFIs have the major share in total client

outreach and loan outstanding of all MFIs taken together. However, the small MFIs still maintain
their significance in the Indian microfinance space by reaching out to the poorest and backward
regions.

 Nearly half of the MFIs working today have came into existence in the last five years. This
reflects the high growth in number of MFIs in recent years. In terms of legal form of MFIs, the

not-for-profit MFIs still dominate the universe of MFIs in India, however, the Non-Banking
Finance Companies (NBFCs) are catching up very fast. The recent trend suggests that most of
the new entrants in microfinance and mature 'not-for-profit' MFIs are converting into NBFC.
Most of the large MFIs are NBFC today that covers overwhelming majority of collective outreach
and loan portfolio of all MFIs. What makes the Indian microfinance industry unique is the diverse
blend of organisations - large number of not for profit MFIs, the reach of for profit MFIs,
diversity in client segments, presence of small MFIs in the poorest and backward areas, growth

of medium and large MFIs in urban areas etc.

The recent years have seen a lot of experimentation/innovation by MFIs in service delivery model
and a good number of them are now working with multiple models. Many of them have also
adopted hybrid model to suit their needs.  However, the classical 'Grameen Bank Model' has
overtaken SHG model as the most preferred model among the Indian MFIs. It is particularly

popular among the neo NBFC-MFIs. This model has also the highest outreach, as among the 10
largest MFIs, six of them follow Grameen Model.

This chapter attempts to analyse the pattern of distribution of MFIs on the following parameters:

• Geographical region

• Loan portfolio size

• Age of MFI

• Form of legal registration

• Service delivery methodology

A sample of 140 Indian MFIs has been selected for the analysis. For the purpose of this analysis,

the sample was disaggregated on the basis of the above parameters. Further information about

each of these classif ications is provided in Appendix 1.

REGIONAL SPREAD AND INSTITUTIONAL CHARACTERISTICS1
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1.1. Regional distribution of MFIs

While the southern region retains its leadership in terms of concentration of MFIs, the eastern

region has strongly emerged as the next preferred destination. The north-eastern region still lags

far behind in comparison to the other regions.

It has been found that in the last five years, the largest MFIs (mostly based in South India) are now

expanding to other regions of the country as well. Therefore, as a departure from our previous

practice of counting them only once (only under the region where theirs headquarter is located)

we decided to take a more pragmatic approach by counting the number of MFIs operating in each

region separately. Consequently, the MFIs operating in more than one region are counted more

than once and therefore, the aggregate of number of MFIs operating in each region separately are

more than the total number of MFIs in the sample. Exhibit 1.1 presents the broad analysis of

regional spread of the sample.

Exhibit 1.1 - Region wise spread of MFIs

The distribution of MFIs in different regions as shown in the above table, also broadly reflects the

concentration of microfinance services in India. The above figures show that nearly 45% of the

MFIs in the sample have their operations in the southern states of India. Though southern India

tops the tally of MFIs, the eastern region is rapidly catching-up with a sizable proportion of MFIs

(36.4% of the sample) in the region. It has been observed that unlike five years ago, there is no

longer a preponderance of MFIs in south India alone. In recent years, not only eastern India has

seen the emergence of lot of local MFIs and advent of the south based large MFIs, there has also

been flurry of new MFIs in northern and western parts of the country. Both of these regions have

separately contributed about 22% of the MFIs in the sample. However, barring Assam, substantial

increase in the number of MFIs has not been seen in the north-eastern region even in this high

growth phase. Consequently, the figure of proportion of MFIs operating in this region looks

dismal. Low population density, difficult geographical terrain, poor security situation, poor bank-

ing network and other infrastructure, inadequate economic opportunities for investment by

clients, etc. are among the several common reasons why MFIs are still reluctant to go to the north-

east region.
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1.2. Distribution of MFIs by size (in terms of loan portfolio)

MFIs with portfolio below Rs 10 crores1 constitute more than 50% of the total MFIs in the sample.

While the MFIs with portfolio above Rs 500 crores  are only about 7% of the sample, they have

got substantially high share in the collective client outreach and loan portfolio of all MFIs.

The size of MFIs (based on their gross loan portfolio) has been broadly classif ied into six bands:

(i) MFIs with portfolio below Re one crore,

(ii) MFIs with portfolio between Re one crore and less than Rs10 crores,

(iii) MFIs with portfolio between Rs10 crore and less than Rs50 crores,

(iv) MFIs with portfolio between Rs50 crore and less than Rs100 crores,

(v) MFIs with portfolio between Rs100 crore and less than Rs500 crores, and

(vi) MFIs with portfolio above Rs500 crore,

The distribution of MFIs based on their loan portfolio size is presented in Exhibit 1.2.

Exhibit 1.2 - Distribution of MFIs by size (loan portfolio)

In the sample, about 52% of the MFIs have portfolio below Rs10 crores. The MFIs with portfolio

between Re one crore and less than Rs10 crores have the single largest share (45%) in the overall

sample. The MFIs with portfolio below Re one crore constitute only 7.1% of the total sample. On

the other hand, only about 16% of the MFIs have portfolio above Rs100 crores. The MFIs with

portfolio more than Rs500 crores contribute to about three-fourth of the total client outreach and

loan portfolio collectively covered by all MFIs.

1   One Crore = 10 Million

Regional Spread and Institutional Characteristics
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1.3. Distribution of MFIs by maturity level (age)

Nearly half of the MFIs working today have come into existence in the last five years. This

reflects the high growth in number of MFIs in India. On the other hand, nearly one third of the

MFIs are more than eight years in age. This makes an ideal mix of old and new MFIs that is

conducive for orderly growth of the microfinance sector.

The maturity level of MFIs (based on number of years spent in microfinance operations) has been

broadly classified into four types:

(i) MFIs less than two years of age,

(ii) MFIs between two and five years of age,

(iii) MFIs between five and eight years of age, and

(iv) MFIs more than eight years of age.

The distribution of MFIs based on their maturity level is presented in Exhibit 1.3.

Exhibit 1.3 - Distribution of MFIs by maturity level (age)

The MFIs who have been in existence for less than five years constitute about 43% of the total

sample of MFIs. It means, close to half of the total MFIs (in the sample) active at the end of March

2010 have been added in the last five years. This reflects the high growth in the number of MFIs

in India in the last five years. However, the proportion of MFIs less than two years of age is just

3% of the total sample. It could also be attributed to the fact that Sa-Dhan inducts MFIs as its

member only after three years of its existence and most of the nascent non-member MFIs are not

reporting to Sa-Dhan about their financial and operational data.

On the other hand, nearly one-third of the total MFIs (in the sample) are more than eight years old.

The microfinance sector in India at present has got a nice balance of new and old MFIs and it is

not skewed on either end of the maturity continuum. This is an ideal mix that is conducive to the

orderly growth of the sector.
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The data on age of MFI further reveals that there is no apparent correlation between the portfolio

size and the age of an MFI.  It is evident from the fact that the young MFIs (2-5 years age) have

high average loan portfolio of about Rs 38.7 Crores as against the mature MFIs (5-8 years age),

who have average loan portfolio of about Rs 23.5 Crores. The increase in commercial sources of

funds to MFIs, especially to NBFCs, has helped them in rapid portfolio expansion in the recent

years.  The correlation between age and size of an MFI is no longer relevant and their size now a

days depends mainly on the microfinance potential of their operational areas, abilities of the

management and fund raising capabilities.

1.4. Distribution of MFIs by legal form

While the 'not-for-profit' MFIs still dominate the proportion of MFIs in terms of legal forms of

MFIs, the proportion of the 'for-profit' MFIs, especially the NBFCs, is growing rapidly, as most of

the new entrants in microfinance and the mature 'not-for-profit' MFIs are converting into 'for-

profit' mode (NBFC). Despite the NBFCs not being the largest category in terms of numbers, they

remain above the other legal forms in terms of total client outreach and loan portfolio.

The legal form of MFIs (based on their formal registration) has been broadly classified into three

types - the 'not-for-profit' MFIs (societies, trusts and section-25 companies), the 'mutual benefit'

MFIs (co-operatives, including both that are registered under the old co-operative acts and the

ones who are registered under the new progressive acts, like Mutually Aided Credit Co-operative

Societies in Andhra Pradesh) and the 'for-profit' MFIs (NBFC and Local Area Bank). The distribution

of MFIs based on their legal form of registration is presented in Exhibit 1.4. registration is

presented in Exhibit 1.4.

Exhibit 1.4 - Distribution of MFIs by legal form

The 'not-for-profit' MFIs constitute nearly 60% of the MFIs in the sample. This segment is primarily

dominated by the societies and trusts. The section 25 companies constitute only about 13% of the

total sample and about 22% of the sample of 'not-for-profit' MFIs. The 'for-profit' segment

contributes only about 34% of the sample MFIs. This segment largely comprises of NBFCs. The

'mutual benefit' MFIs (mainly co-operatives) have only a small proportion (8.6%) in the overall

sample of the MFIs, out of which, an overwhelming majority of the MFIs are registered under the

old state level co-operative act.

Regional Spread and Institutional Characteristics
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In the past few years, a nation wide trend has been observed wherein most of the 'not-for-profit'

MFIs are converting into regulated finance companies (NBFC). Even most of the new entrants in

microfinance have chosen NBFC as most preferred legal form. Among the MFIs less than 5 years

of age, nearly half of the MFIs have chosen to become NBFC and the remaining have chosen from

all other legal options of registration.  The MFIs less than 5 years of age constitute about 43% of

the total sample of the MFIs.

It would be interesting to note here that though NBFCs are numerically less than the 'not-for-

profit' MFIs, they remain above the other legal forms in terms of total client outreach and

portfolio outstanding. Among the 10 largest MFIs in the sample (which contribute to three-fourth

of the total client outreach and loan portfolio collectively covered by all MFIs), nine of them are

NBFC.

A further look into the relationship between legal form of MFIs and their portfolio size reveals that

as the portfolio size of the organisation grows, the dominance of legal form of MFIs moves from

'not-for-profit' to 'for-profit' MFIs. As we could see in Exhibit 1.5, there are no 'for-profit' MFIs

with portfolio less than Re one crore, whereas, 90% of the MFIs with portfolio above Rs500 crores

are 'for-profit' MFIs. Barring SKDRDP, nine out of 10 largest MFIs are NBFCs.

Exhibit 1.5 - Variation in legal form of MFIs based on their portfolio size

1.5. Distribution of MFIs by delivery model

While the traditional SHG model and bank-linkage programme continue to be popular, the

classical 'Grameen Bank Model' has emerged as the most preferred model among the Indian MFIs

in general and neo profit-oriented MFIs in particular. Out of the 10 largest MFIs in India, six of

them are predominantly following Grameen Bank Model.

The Self-Help Group (SHG) is the home-grown model and in past, most of the microfinance

programmes were SHG-based (as opposed to the SHG-bank linkage programme). However, of late,

a trend of the new MFIs adopting the classical 'Grameen Bank' model for service delivery has been

observed. The increasing popularity of this model among the new MFIs could be attributed to its

level of standardisation that helps MFIs to reach high level of growth that significantly brings
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down the time-span of reaching break-even level and achieving sustainability. It has also been

found that most of the MFIs are constantly innovating in their service delivery model. Many of

them have either customised the model as per local needs or have completely shunned the

popular models. These changes have been made by MFIs either in response to cut down their cost

of operations or to serve the clients more effectively, as the competition among the MFIs is

getting intense in some pockets. Some of them have also started offering loan product for

individuals either in pursuit of a new market segment or to meet the growing credit needs of the

existing clientele who have graduated from traditional group based lending.  As a result, a sizable

proportion of the MFIs are now following 'Mixed' or 'Hybrid' model. This emerging practice also

restricts the model wise comparison of MFIs in conventional sense. For purpose of our analysis, we

have classified the MFIs based on dominant (in terms of proportion of portfolio or client under the

model) delivery methodologies they follow, i.e. SHG, Grameen or Individual Banking. The distribu-

tion of MFIs based on dominant service delivery methodology adopted by them is presented in

Exhibit 1.6.

Exhibit 1.6 - Distribution of MFIs by service delivery model

The figures above show that 'Grameen Bank' model has emerged as the most popular service

delivery model in the universe of Indian MFIs. Nearly 53% of the MFIs in the sample have been using

the 'Grameen Bank' model as most dominant mode of service delivery to their clients. It has

overtaken the 'SHG model' as the most preferred service delivery model. This could be primarily

attributed to the fact that most of the new entrants in microfinance have adopted the Grameen

Bank model. Nearly two-third of the MFIs less than 5 years of age in the sample have adopted the

'Grameen Bank' model as most dominant mode of service delivery.

It has also been found that the Grameen Bank model has the largest reach in terms of clients and

loan portfolio. As seen in Exhibit 1.7 below, among the MFIs with portfolio of more than Rs500

crores, 60% of them have adopted the Grameen Bank model as their most dominant mode of

service delivery. The average client base of the MFIs who have adopted Grameen Bank model in

the sample is considerably high at 273,191 as against the overall average of client base of 182,390.

Regional Spread and Institutional Characteristics
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Exhibit 1.7 - Variation in service delivery models of MFIs based on their portfolio size

Though the SHG model has lost its leadership position among the MFIs, it still has significant

presence which is evident from the fact that it has been adopted as most dominant mode of

service delivery by nearly 40% of the MFIs in the sample. It was the most popular model in the

yesteryears which is proven from the fact that nearly 52% of the MFIs more than 5 years of age

(which constitute about 57% of the sample) have adopted the SHG model.

While, the Individual Banking is still not used as dominant service delivery model by most of the

MFIs but it has been gaining ground gradually. Currently, only about 8% of the MFIs in the sample

are using the Individual Banking as dominant service delivery model, however, a lot of MFIs are

using it as a part of the mix of different models adopted by them, especially to target the relatively

better-off clients and/or old clients who have graduated from group based model.

◆ ◆ ◆ ◆ ◆ ◆
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2.1. Client Outreach

2.1.1. Regional spread of microfinance clients

The southern region leads with maximum client outreach, followed by the eastern region.

Northern and western regions are likely to be the next growth drivers for the sector in the

coming years.

Out of the total 264 MFIs that reported to Sa-Dhan this year, the total client outreach1 stands at

approx. 2.67 Crores (26.7 million) as on 31 March, 2010. The f igure however, is not adjusted for

overlap of clients among the MFIs, which has become a common phenomenon in many geographical

pockets (especially in southern and eastern regions), where a large number of MFIs are operating

in the same area. The regional distribution of clients is presented in Exhibit 2.1, which clearly

establishes the leadership of southern region (nearly 56%) of the total client outreach of all MFIs

taken together. The states taken under each region are given in Appendix 1(c).

Exhibit 2.1 – Region wise distribution of client outreach of MFIs

CLIENT OUTREACH, PORTFOLIO SIZE AND GROWTH RATE2

The eastern region comes next to the southern region (in terms of client outreach) with nearly

one-fourth of the total client base.  Though the eastern region is growing fast, it still has to go a

long way to catch up with the southern region. Northern and western regions with 9.4% and 8.1%

share of the total client base respectively are likely to become the next growth drivers for the

spread of microfinance services in India in the coming years.

2 In terms of number of active users of all types of financial services offered by MFIs. The figure doesn't include the clients who are in fold
of MFIs (like in groups) but currently not using the services.
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2.1.2. State wise distribution of client outreach

Andhra Pradesh has the maximum outreach of microfinance borrowers. West Bengal, Bihar and

Orissa lead the growth in the eastern regions, marked by both local MFIs as well as MFIs from

the South expanding to these states. Similarly, the growth in other states is through both local

MFIs as well as expansion of MFIs from the South.

The growth in eastern region is primarily led by West Bengal, followed by Orissa, though Bihar has

also emerged as a potential market that will boost the growth of this region. The growth in the

eastern region is led by both local MFIs and large south based MFIs spreading their activities in this

region. The Exhibit 2.2 below presents the state-wise client outreach (arranged in descending

order based on number of clients).

Exhibit 2.2 – State wise distribution of client outreach of MFIs

Sl. No. Name of State No. of Clients(in Lakhs)

1 Andhra Pradesh 62.5

2 Tamil Nadu 45.7

3 Karnataka 37.4

4 West Bengal 35.2

5 Orissa 16.0

6 Maharashtra 14.7

7 Uttar Pradesh 12.1

8 Madhya Pradesh 10.1

9 Bihar 7.5

10 Chhattisgarh 4.6

11 Rajasthan 4.3

12 Assam 3.7

13 Jharkhand 3.1

14 Kerala 2.8

15 Gujarat 2.4

16 Tripura 1.3

17 Delhi 1.1

18 Uttarakhand 0.8

19 Haryana 0.7

20 Manipur 0.2

21 Meghalaya 0.2

22 Pondicherry 0.2

23 Goa 0.1

24 Himachal Pradesh 0.1

25 Punjab 0.1

Total 266.9
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While Uttar Pradesh and Madhya Pradesh are leading the growth of MFIs’ outreach in the northern

region, Maharashtra is leading the way in the western region. Like eastern region, the growth in

northern and western region is also led by both local MFIs and south based MFIs expanding in

these regions.

The north-eastern region has the least coverage of clients (2%) as compared to overall client

outreach of all regions taken together. Within the north-eastern region, Assam alone accounts for

nearly two-third of total client outreach of the region. Though the population of this region

(barring Assam) is also proportionately lower than the other regions, the proportion of microfinance

clients as compared to the total population is also very less for this region when it is compared

with other regions.

Within the southern region, Andhra Pradesh alone accounts for nearly 42% of the total client

outreach of MFIs in this region, followed by Tamil Nadu (30.8%) and Karnataka (25.2%). The client

outreach of MFIs in other states of southern region, like Kerala, is insignificant (about 2%) as

compared to the outreach of the three large states mentioned above. Though the southern region

still dominates in terms of client coverage, there is significant overlap of clients in this region as

many MFIs compete in the same market. There are no reliable estimates available about the extent

of overlap of clients among MFIs; consequently, the aggregate of client outreach in this region

seems far larger than their actual collective outreach of these MFIs among low income households.

The distribution of client outreach (without adjusting for overlap) in the southern region2 is

presented in Exhibit 2.3 below.

Exhibit 2.3 – State wise distribution of client outreach of MFIs in southern region

2 Pondicherry (with client outreach of 0.2 Lakhs has not been included in the distribution here

Andhra Pradesh still tops the list of Indian states in terms of microfinance client outreach;

however, its dominance has declined over the years with the spread of microfinance in other

states of south and other regions, especially in the eastern region. Till a couple of years ago, the

client outreach of MFIs in Andhra Pradesh alone was larger than that of any other region in India.

The eastern region has now just overtaken Andhra Pradesh in term of client outreach; the other

regions of India are still significantly smaller than Andhra Pradesh. In fact, the combined outreach

of north, west and north-east region is still less than that of Andhra Pradesh.

Client Outreach, Portfolio Size and Growth Rate



Financial Performance of Indian MFIs - A Quick Review, 2010

12

2.1.3. Share in client outreach based on portfolio size of MFIs

The ten largest MFIs cover almost 76% of the total client outreach of all MFIs. This is not taking

into account the overlap of clients among multiple MFIs. Even so, the share of these MFIs in the

total client outreach is significantly large.

Looking at the share in total client outreach of the MFIs classified on their portfolio size, it was

ound in Exhibit 2.4 that nearly 76% of the total client outreach has been covered by the MFIs with

loan portfolio of more than Rs500 crores or the 10 largest MFIs. In absence of any reliable data

sources on the overlap of clients among MFIs, the pie is calculated based on the aggregate of

clients served by individual MFIs. This pie is expected to be smaller, if the overlap of clients is

adjusted from the current total outreach. The next largest pie is of 13% that belongs to the MFIs

with portfolio between Rs100 crores and Rs500 crores, whereas, the other MFIs reach relatively

very small proportion of the overall client outreach of MFIs.

Exhibit 2.4 – Share in client outreach based on portfolio size of MFIs

2.1.4. Coverage of women clients

Majority of the sample MFIs continue to work exclusively with women clients. Recent trend of

MFIs providing small enterprise loans to individual clients is also observed.

Predominantly, the Indian microfinance sector has always targeted women as their clients. As on

March 2010, the women clients constitute about 95% of the total clients reached by all MFIs

together. As shown in Exhibit 2.5, among the sample (of 140 MFIs) taken for analysis, nearly 63% of

the MFIs exclusively work with women clients, whereas, about 81% of them have more than 90%

women clients. Only 8% of the MFIs have less than 50% women clients.
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Exhibit 2.5 – Distribution of MFIs based on proportion of women clients

It shows that Indian MFIs still prefer to work with women clients. It has also been observed that

many of the MFIs have either started working with male clients (either mobilised them into Joint

Liability Groups or as Individual clients) or increased their proportion in the recent years. Some

financial institutions that have forayed into microfinance as an alternative market, were earlier

working with mainly male clients but their microfinance clients remain mainly women. Some of the

mature MFIs who have started small enterprise loans to individuals have targeted male clients. In

the coming years, the proportion of male clients is likely to increase further.

2.1.5. Coverage of urban areas

While the microfinance market in India is predominantly rural, MFIs have now started to expand

and start operations in urban areas also, with nearly one-third of the MFIs having more than half

of their clients in the urban areas.

The microfinance market in India is predominantly rural. However, in the recent years, it has been

observed that Indian MFIs are also expanding their operations in the urban areas at a fast pace.

As seen in Exhibit 2.6, nearly one-third of the MFIs have significant urban orientation (with more

than 50% urban clients).

Exhibit 2.6 – Distribution of MFIs based on proportion of urban clients

Client Outreach, Portfolio Size and Growth Rate
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Nearly 20% of the MFIs in the sample have more than 75% of their total clients who live in urban

areas. As on 31 March 2010, about 27% of the total clients of the sample MFIs, reside in urban areas.

With increasing migration from rural to urban areas, many MFIs are now also increasing their focus

on urban areas. This trend is likely to continue, hence, the proportion of urban clients will also

swell further in the coming years.

2.1.6. Coverage of socially disadvantaged and religious minority communities

The coverage of socially disadvantaged (SC/ST) and religious minority communities by MFIs is

close to their overall percentage of total population of India. However, the coverage was far less

when seen as a percentage of their population in the Below Poverty Line (BPL) segment.

For the purpose of analysis of coverage of socially disadvantaged sections of the society by the

MFIs, the proportion of clients from scheduled castes (SCs) and scheduled tribes (STs) were taken

into account. Regarding the coverage of religious minority communities by the MFIs, the number

of clients of all religions, except those who belong to Hinduism, was taken for analysis.

It was found that 25.3% of the clients (of the MFIs taken in sample) belong to SC and ST

communities. The proportion of their coverage by MFIs is near to their proportion in overall

population, however, given the proportion of these communities in the population living below

poverty line (BPL), the coverage of SC and ST is on the lower side. However, it was found that

about 80% of the MFIs in the total sample (140) taken for analysis track such information through

their Management Information System (MIS). It is encouraging to see at Exhibit 2.7 that nearly 27%

of the MFIs have half and more clients from SC and ST communities. About 39% of the MFIs have

between 25% and 50% clients from SC and ST communities. Only less than 13% of the MFIs have less

than 10% of their clients from SC and ST communities.

Exhibit 2.7 – Distribution of MFIs based on proportion of SC/ST clients

As far as coverage of religious minorities by MFIs is concerned, it was found that nearly 16% of the

clients (of the MFIs taken in sample) belong to minority communities. About 75% of the MFIs in the

overall sample track such information through their MIS. Just like in the case of SC and ST
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communities, the proportion of coverage of minority communities by MFIs is near to their

proportion in overall population; however, given the proportion of these communities in the

population living below poverty line (BPL), their coverage seems far below satisfactory. As it could

be seen in Exhibit 2.8 that nearly one-third of the MFIs have 25% and more clients from minority

communities. About 43% of the MFIs have between 10% and 25% clients from minority communities.

Only about one-fourth of the MFIs have less than 10% of their clients from minority communities.

Exhibit 2.8 – Distribution of MFIs based on proportion of clients from minority communities

2.2. Loan Portfolio Size

2.2.1. Regional spread of microloans portfolio

In terms of loan portfolio, the southern region is still ahead of all other regions, followed by the

eastern region. The North Eastern region, led mainly by Assam, contributes less than 2% of the

total portfolio in sector.

The combined loan portfolio (on the balance sheet) of the total 264 MFIs reported to Sa-Dhan this

year stands at approx. Rs18,343.9 crores (183.44 billion) as on 31 March, 2010. The figure, however,

does not include the off balance sheet portfolio (assigned to banks or other financial institutions)

managed by MFIs, which is quite popular, especially among the MFIs with relatively large portfolio.

The aggregate of assigned portfolio managed by MFIs runs to the tune of Rs4,200 crores (42

billion). This puts the figure of total loan portfolio managed (including both on and off balance

sheet figures) by MFIs to about Rs22,544 crores.

Looking at the regional distribution of loan portfolio (on balance sheet) of MFIs, the southern

region still tops the list. The pie chart presented in Exhibit 2.9 seems identical as of regional

distribution of client outreach. The southern region leads with nearly 56% of the pie of total loan

portfolio of all MFIs taken together. The eastern region comes next with about 23% of the total

loan portfolio. Northern and western regions are very close to each other with 10.9% and 8.2%

share in the total loan portfolio respectively. The north-east’s contribution in the pie is below 2%

and even in this pie, the major contribution is from Assam, followed by Tripura.

Client Outreach, Portfolio Size and Growth Rate



Financial Performance of Indian MFIs - A Quick Review, 2010

16

Exhibit 2.9 – Region wise distribution of loan portfolio of MFIs

2.2.2. State wise distribution of loan portfolio

While Andhra Pradesh continues to be the state having the largest microfinance portfolio,

Karnataka has moved to second place ahead of Tamil Nadu in terms of outstanding portfolio.

The portfolio growth has been significant in West Bengal and Delhi.

The state wise distribution of loan portfolio has seen some changes in the order of states, as

compared to the list (in descending order) of states based on client outreach. Andhra Pradesh has

emerged as the leader even in terms of loan portfolio. As could be seen in Exhibit 2.10 (arranged

in descending order based on loan portfolio), Karnataka has replaced Tamil Nadu at the second

spot in terms of loan portfolio. Surprisingly, Delhi has occupied the tenth spot in terms of loan

portfolio but has got 17th rank in terms of client outreach. This is primarily because Delhi is urban

and therefore the MFIs offer large loan sizes to the clients. West Bengal has come very close to

Tamil Nadu and is likely to take it over in the coming years, if it continues to grow at same pace.

Exhibit 2.10 – State wise distribution of loan portfolio of MFIs

Sl. No. Name of State Loan Outstanding (in Rs Crores)

1 Andhra Pradesh 5,210.8

2 Karnataka 2,551.4

3 Tamil Nadu 2,387.1

4 West Bengal 2,108.3

5 Orissa 1,200.4

6 Maharashtra 967.1

7 Uttar Pradesh 951.1

8 Madhya Pradesh 593.8

9 Bihar 496.5

10 Delhi 346.7
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Sl. No. Name of State Loan Outstanding (in Rs Crores)

11 Rajasthan 346.6

12 Assam 218.2

13 Chhattisgarh 211.8

14 Gujarat 188.4

15 Jharkhand 175.0

16 Kerala 168.1

17 Tripura 74.6

18 Haryana 48.8

19 Uttarakhand 47.8

20 Pondicherry 15.5

21 Goa 7.8

22 Manipur 7.6

23 Meghalaya 8.5

24 Himachal Pradesh 6.0

25 Punjab 6.0

Total 18,343.9

2.2.3. Share in loan portfolio based on size of MFIs

The 10 largest MFIs hold nearly 80% of the total portfolio of all MFIs.

Analysing the share of MFIs in total loan portfolio based on their portfolio size, it can be seen in

Exhibit 2.11 that the MFIs with portfolio size of more than Rs 500 Crores again have signif icantly

large share in the loan portfolio (contributes nearly 79% of the combined loan portfolio of all MFIs).

The next largest pie is of 12% that belongs to the MFIs with portfolio size between Rs100 crores

and Rs500 crores, whereas, the other MFIs reach relatively very small portion of the total loan

portfolio. The famous Pareto’s 80-20 principle aptly f its here, where the 10 largest MFIs contribute

to about 80% of the total loan portfolio of all MFIs taken together.

Exhibit 2.11 – Share in loan portfolio based on portfolio size of MFIs

Client Outreach, Portfolio Size and Growth Rate
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2.2.4. Share in loan portfolio based on legal form of MFIs

For profit MFIs hold 89% of the total portfolio outstanding of all MFIs.

Looking at the share of MFIs in total loan portfolio based on their legal form, Exhibit 2.12 shows

that the ‘for-profit’ MFIs (mainly NBFCs), once again have an overwhelming contribution (nearly

89%) in the combined loan portfolio of all MFIs. This was expected, as the 10 largest MFIs (who are

mostly NBFCs) alone contribute to about three-fourth of the total loan portfolio of the sector. The

next largest pie is of 10% that belongs to the ‘not-for-profit’ MFIs.

Exhibit 2.12 – Share in loan portfolio based on legal form of MFIs

2.2.5. Loan size of MFIs

The median of average loan size of the sample MFIs is Rs.9,766. Most MFIs have their loan

size between Rs.8,000-Rs.15,000. There is no major difference in average loan size for MFIs of

various portfolio sizes, however, the MFIs with less than Re 1 crore of loan portfolio have the

smallest average loan sizes.

The median of average loan size of the sample MFIs is Rs9,766. It is observed from Exhibit 2.13 that

about 5% of the MFIs in the sample have an average loan size (on disbursement amount) under

Rs5,000, whereas, nearly 25% have an average loan size between Rs5,000 and Rs8,000. Nearly 26%

have the average loan size between Rs8,000 and Rs10,000. Maximum number of MFIs (more than

36%) in the sample have an average loan size between Rs10,000 and Rs15,000, whereas, only about

8% of the MFIs have their average loan size above Rs15,000. The growth in average loan size of

MFIs is due to a combination of factors, such as, high inflation rate in last couple of years that

increases the quantum of credit need of the poor, and many of the MFIs have increased loan size

in order to attract or retain clients in competitive environment. Also, as per the practice of MFIs,

when the old clients graduate to next cycle of loan, the loan size usually increases by significant

amount. As seen from Exhibit 2.14, there is not much variation in average loan size of MFIs based

on their portfolio size.
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Exhibit 2.13 – Distribution of MFIs based on their average loan size

2.2.6. Portfolio growth rate of MFIs

The ten largest MFIs have attained the highest growth rate during the year while the lowest

growth has been observed in the MFIs with less than Re 1 crore portfolio. However, the MFIs

with portfolio between Re 1 crore and Rs. 10 crores have the second highest growth rate. In

terms of legal form, for profit MFIs have grown at a rate which is just less than double the rate

at which the not for profit MFIs have grown.

The median portfolio growth rate in the sample is 57.4% for the year 2009-10. While looking at the

portfolio growth rate of MFI based on their portfolio size (Exhibit 2.15), it is found that the 10

largest MFIs have surpassed all other categories of MFIs based on size. Their median growth rate

for the year 2009-10 has been about 102%. They are exploring new frontier of scale every year. For

the last five years, they have consistently defied the rule that growth rate retards, once a critical

size is attained. Surprisingly, the next highest median portfolio growth is of MFIs (75.4%) with

portfolio base between Re one crore and Rs10 crores. One of the reasons behind the high median

Exhibit 2.14 – Average loan size of MFIs based on their portfolio size

Client Outreach, Portfolio Size and Growth Rate
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growth rate of these MFIs is the young NBFCs growing at a rapid pace. For other categories, it

could be seen that the portfolio growth increases with the size of the MFI.

Exhibit 2.15 – Portfolio growth rate of MFIs based on their portfolio size

◆ ◆ ◆ ◆ ◆ ◆

Taking a look at the portfolio growth rate of MFIs based on their legal form, it could be seen from

Exhibit 2.16 that ‘for-profit’ MFIs take the lead with a median portfolio growth rate of about 93%,

followed by ‘not-for-profit’ MFIs with about 48%.

Exhibit 2.16 – Portfolio growth rate of MFIs based on their legal form



21

3.1. Loan Portfolio Quality

This section presents the analysis of current performance of loan portfolio quality of Indian MFIs,
as measured through Portfolio at Risk (PAR) ratio. Though the Current Repayment Rate is not an
appropriate indicator of portfolio quality, many of the MFIs in India are still in the practice of using
this ratio to indicate their portfolio quality. In this section, however, we have not used the Current
Repayment Rate as an indicator to analyse loan portfolio quality.

3.1.1. Distribution of MFIs based on Portfolio at Risk

The portfolio quality of the Indian MFIs seems to be by and large healthy with a median PAR60
of 0.4%. Nearly 70% of the MFIs have PAR60 of less than 1%.

As per the data reported4 by MFIs to Sa-Dhan on their Portfolio at Risk (PAR >60 days), as on 31
March, 2010, the portfolio quality of the Indian MFIs seems to be by and large healthy. The median
PAR

60
 of the entire sample is 0.4%. The portfolio quality level has also come back on track after the

setback in some pockets last year. The distribution of MFIs as per various levels of PAR
60 

(Exhibit
3.1) also confirms the conclusion.

Exhibit 3.1 – Distribution of MFIs based on PAR
60

PORTFOLIO QUALITY AND YIELD3

The figure above shows that nearly 69% of the sample has PAR
60

 less than 1% and only about 6% of
the MFIs in the sample have PAR

60
 more than 5%. About 20% of the sample MFIs are in the category

of PAR
60 

1% - 3%. It reflects that the sector is back on track after the debacle it faced in some
pockets in the last year.

4 The data used for analysis on PAR is self-reported by MFIs and its validity has not been verified (unlike data that comes from financial statements)
by Sa-Dhan through any means. There is also absence of practice of independent third-party certification (like by Auditors or other professional
bodies) of portfolio quality.
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3.1.2. Relationship between PAR and portfolio size of MFIs

No significant correlation between portfolio size and PAR. Good portfolio quality is the result
of the appropriate systems and processes developed by the MFIs.

No clear pattern has emerged while comparing PAR
60

 of the MFIs based on their loan portfolio
size. It was found that the MFIs with portfolio less than Re one crore and between Rs50 crores and
Rs100 crores, have relatively poor loan asset quality as compared to the other set of MFIs. The PAR
of the large MFIs also appears less because of their high portfolio growth. Exhibit 3.2 below shows
that the good portfolio quality could be the result of the appropriate systems and processes
developed by respective MFIs and not by the portfolio size it has achieved.

Exhibit 3.2 – PAR
60

 of MFIs based on their portfolio size

3.1.3. Relationship between PAR and average loan size of MFIs

Though PAR does not vary much with the average loan size of MFIs, however, the MFIs with
an average loan size above Rs.15,000 have significantly higher PAR than of other MFIs
offering lower loan sizes.

When PAR
60

 of MFIs is compared with their average loan size, it is found that the MFIs with
average loan size of Rs 15,000 and above have median PAR

60
 (2.4%), which is higher than any other

category of MFIs with lower average loan size. Exhibit 3.3 below shows that MFIs with average
loan size of below Rs 15,000 have median PAR

60 
below 0.5%.

Exhibit 3.3 – PAR
60

 of MFIs based on their average loan size
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3.1.4. Relationship between PAR and service delivery methodology

The service delivery models adopted by the MFIs do not impact their portfolio quality significantly.
In general, the PAR of the MFIs following the Individual lending model is slightly higher than the
MFIs following other delivery models.

While looking at the median PAR
60 

by categorising MFIs based on their dominant service delivery
methodology, not much difference was found among them. Exhibit 3.4 shows that the Grameen
replicators have the least median PAR

60 
with 0.3%, followed by the followers of the SHG model and

the Individual Banking, who have a median PAR
60 

of 0.5% and 0.6% respectively

Exhibit 3.4 – PAR
60

 of MFIs based on their service delivery methodology

3.1.5. Relationship between PAR and legal status of MFIs

The PAR is lowest among the ‘not-for-profit’ MFIs but it is also equally good among the  ‘for-
profit’ MFIs. The PAR is highest for the ‘mutual benefit’ MFIs.

While analysing PAR
60

 based on the legal status of the MFIs in the sample, it was found that the
‘mutual benefit’ MFIs (co-operatives) have the highest median PAR

60 
(1.7%) among all broad legal

forms of MFIs. The Exhibit 3.4 shows that the ‘not-for-profit’ MFIs have the least median PAR
60

 of
0.3%, followed by the ‘for-profit’ MFIs (mainly NBFCs) with the median PAR

60
 of 0.5%. This can be

explained by a number of start-up MFIs following a sound credit discipline from the beginning.

Exhibit 3.5 – PAR
60

 of MFIs based on their legal form

Portfolio Quality and Yield

Overall, the performance on portfolio quality is attributed to better delinquency management and
adherence to the credit policy by the field staff of the Indian MFIs.



Financial Performance of Indian MFIs - A Quick Review, 2010

24

3.1. Yield on Portfolio

Before looking at the contribution of various components to an MFI’s operating expenses (the
cost incurred on servicing loans), it is important to look at the yield (interest and fee income
earned from loan portfolio). The analysis of the yield on portfolio of MFIs will not only help in
understanding their interest on loans but also help in analysing their margins compared with costs
(both administrative and financial costs).

3.2.1. Distribution of MFIs based on portfolio yield

The portfolio yield of Indian MFIs is generally lower when compared to MFIs globally. Even then,
it has been observed that over the last few years, the portfolio yield of the Indian MFIs is on a
decline. Very few MFIs have a portfolio yield above 35%, while a significantly large section of MFIs
have a portfolio yield less than 20%.

The distribution of MFIs based on their yield on portfolio for the year ending on 31 March, 2010
shows that nearly one-fourth of the sample have portfolio yield below 20%, whereas, only less than
4% of the MFIs have portfolio yield of greater than 40%. The median yield on portfolio for all MFIs
in the sample comes to 26.6%. If yield is taken as proxy of the effective interest rate charged by
the MFIs, as the level of PAR is low, the median yield of the sample reflects that the interest rate
on loans of the MFIs in India is on steady decline. This could also be due to competitive pressure.
The distribution of MFIs as per various levels of portfolio yield is depicted in Exhibit 3.6 below.

Exhibit 3.6 – Distribution of MFIs based on yield on portfolio

3.2.2. Relationship between portfolio size and portfolio yield

Though there is no significant correlation between size of an MFI and its portfolio yield,  the
largest MFIs have the highest median yield on portfolio.

The MFIs with portfolio of more than Rs 500 crores have a median yield of 33%. This is significantly
higher than the next highest median yield across various categories. The next highest yield (28.3%)
being in the category of the MFIs with portfolio of less than Re one crore. It is interesting that the
highest yields come from the two categories at the two ends of the size classification. Also, the
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lowest median yield (22.3%) is of the MFIs with portfolio between Rs50 crores and Rs100 crores.
So, while no direct relationship is found between the size of the MFI and the portfolio yield, it can
be seen that there has been a consistent increase in the yields of MFIs with portfolio size of more
than Rs50 crores. Exhibit 3.7 below depicts the variation in portfolio yield based on portfolio size.

Exhibit 3.7 – Variation in yield on portfolio based on portfolio size of MFIs

About 13% of the MFIs with portfolio size of more than Rs500 crores and about 19% of the MFIs
with portfolio size between Rs100 crores and Rs500 crores have portfolio yield of less than 20%.
Most MFIs in this range of portfolio yield have portfolio size of below Rs10 crores. 70% of the MFIs
with portfolio size of more than Rs500 crores have a portfolio yield of over 30%. However, none
of them have a portfolio yield of over 40%.

3.2.3. Relationship between legal form of MFIs and portfolio yield

Though the ‘for-profit’ MFIs have the highest median portfolio yield among MFIs of all legal
forms, it is only marginally higher than that of ‘not-for-profit’ MFIs. The yield on portfolio of the
‘mutual benefit’ MFIs is the lowest.

The median yield of ‘not-for-profit’ MFIs is 26.8%, the median yield of ‘for-profit’ MFIs is 28.6%,
while for ‘mutual benefit’ MFIs, the median portfolio yield comes to 19%. It can be observed from
Exhibit 3.8 that the ‘mutual benefit’ MFIs have the lowest portfolio yield by a significant margin,
and highest yield is of the ‘for-profit’ MFIs.

Exhibit 3.8 – Variation in yield on portfolio based on legal form of MFIs

Portfolio Quality and Yield
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4.1. Cost structure of MFIs

For a better understanding of cost efficiency and staff productivity performance of MFIs, it is

important to first understand how the MFIs have structured their cost. To analyse the cost

structure of an MFI, the costs have been broadly divided into (a) administrative (or operational)

cost, and (b) financial cost. The administrative cost has been further subdivided into personnel

costs (mainly the expenses on salary and other benefits given to staff) and other administrative

costs (including costs like, travel, occupancy expense, stationary, depreciation, taxes etc.). The

financial costs include the interest and fee paid on borrowings and loan loss provisions5.

4.1.1. Composition of expenses incurred by MFIs

More than just half of the total costs of a typical Indian MFI go towards administrative expenses.

The personnel expenses alone constitute about half of the total administrative expenses.

However, the financial expense is the single largest cost driver among all types of costs incurred

by Indian MFIs.

A typical Indian MFI incurs about just more than half of its total expense on administration of its

microfinance operations and the remaining goes towards meeting financial cost. As shown in the

Exhibit 4.1 below, the median of administrative costs of Indian MFIs is 55.3%, out of which, 27.4%

(nearly half of the total administrative expenses) is contributed by the personnel expenses and

remaining 27.9% goes towards meeting other administrative expenses. A little less than half (about

45%) of the total cost is incurred on interest and fee on borrowings and loan loss provisions.

Exhibit 4.1 - Break-up of expenses incurred by a typical Indian MFI

5 The loan loss provision has been taken based on the figures on the income and expenditure statement of the MFIs (as per their internal policies)
and has not been adjusted based on the portfolio quality of the respective MFI.

COST STRUCTURE, EFFICIENCY AND STAFF PRODUCTIVITY4
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The break-up of costs of Indian MFIs by and large conforms to the international 'best practices' for

MFIs, however, the other administrative costs is slightly on the higher side as compared to the

personnel expenses. It is so because the Indian MFIs are growing very fast and wide at the

moment and a lot of expenditure is incurred on establishing infrastructure for the new branches

and also on travelling for acquiring new clients.

4.1.2. Variation in cost composition of MFIs based on their portfolio size

The proportion of personnel cost (against total cost) in an MFI comes down with the size.

However, the proportion of financial cost increases with the size of an MFI because the

proportion of administrative expenses shrinks due to economies of scale achieved by an MFI,

whereas, the proportion of financial expenses is scale neutral.

When we look further into the pattern of break-up of costs of MFIs based on their portfolio size

(Exhibit 4.2), we don't find significant variations in the break-up of costs (median) across various

sizes of MFIs. However, for the larger MFIs (with portfolio size of more than Rs 500 crores), the

contribution of their personnel expenses in the total cost is lowest (median value of 19.1%), as

compared to the proportion of same cost for any other size of MFI. The second lowest proportion

of personnel cost (25.2%, median value) is of the category (portfolio size of Rs100-500 crores) that

is just smaller than the largest MFIs. The margin of difference in the proportion of personnel cost

(median) between these two sets of MFIs is quite significant (5.5%).

Exhibit 4.2 - Break-up of expenses of MFIs based on their portfolio size

It is evident from the graph above that the proportion of the personnel cost is on steady decline

(though marginally), as it moves from smallest to largest category of MFIs (in terms of portfolio

size). The same pattern has also been observed for other administrative expense but only upto

MFIs of the portfolio size below Rs100 crores. A reverse pattern has been noticed in the propor-

tion of other administrative expenses from the category of MFIs with portfolio size of Rs100 crores

onwards. It is because they are among the fastest growing category of MFIs and huge expenses

were incurred to set-up new branches and travelling.

For the 10 largest MFIs (portfolio size of more than Rs500 crores), it could be seen that though

their proportion of the personnel expenses out of the total expense is the lowest among all size

categories of MFIs, their proportion of the other administrative costs and the financial costs are
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the highest among them. This again can be attributed to the high portfolio growth rate of the MFIs

under this category that leads to a large quantum of commercial borrowings and a high cost of

establishment of new branches and training of newly hired staff.

4.1.3. Variation in cost composition of MFIs based on their service delivery model

The proportion of personnel costs (against total cost) is lowest for the MFIs following the

individual banking model and highest for the Grameen replicators. The MFIs following the SHG

model incur nearly half of their total expenses towards financial expenses.

Looking at the break-up of various costs of MFIs arranged on the basis of service delivery model

adopted by MFIs (Exhibit 4.3), it was found that the MFIs following Grameen model incur highest

cost (28.6%) on personnel (as proportion of their total cost), as compared to MFIs following other

models. The MFIs following individual banking have the lowest proportion of personnel cost

(21.8%), which is significantly lower than of the MFIs following Grameen model (28.6%) and SHG

model (26.2%).

Exhibit 4.3 - Break-up of expenses of MFIs based on their service delivery model

The difference in the proportion of personnel expenses can be attributed to the characteristics of

the delivery models, where both Grameen and SHG models are the group based models that

requires frequent interactions with clients, spending more time with clients on group formation,

attending group meetings and providing support to the groups to manage their affairs. In

contrast, the frequency and the time spent in interactions with clients under the individual baking

model are very limited. It is evident from the above analysis that the proportion of the personnel

costs is directly dependent on the frequency and time spent on interactions with the clients and

the proportion varies in the same order.

4.2. Cost Efficiency of MFIs

Doorstep and personalised service to clients is hallmark of microfinance services across the world,

including India. This is one of the reasons for relatively high cost of microfinance operations as

compared to the mainstream banks. In this analysis, the cost efficiency of the MFIs has been

measured through 'Operating Expense Ratio' (OER). For the purpose of calculating OER, four

broad constituents of operating expenses - personnel expenses, travel costs, depreciation and

other administrative expenses - of an MFI are included. The OER does not include the financial
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expenses (including loan loss provision) and the income tax paid by MFI (to make it comparable

with not-for-profit MFIs). The formula of calculating OER used in this analysis is given in

Appendix 2.

4.2.1. Distribution of MFIs based on operating expense ratio

With a median OER of 11.8%, the Indian MFIs are among the most cost efficient MFIs in the world,

owing mainly to competitive, political & regulatory pressures on interest rates.

The median OER of the sample is 11.8%. Comparing this figure with the MFIs across the world, the

Indian MFIs in general are among the most cost efficient6 MFIs in the world. While looking at the

distribution of MFIs based on various bands of OER, it was found that only about 7% of the MFIs

have an OER of less than 5%, and about one third of the MFIs have an OER below 10%. About 60%

of them have an OER below 15%, whereas, about 22% of the MFIs have an OER above 20%. The

break-up of MFIs as per various levels of OER is depicted in Exhibit 4.4 below.

Exhibit 4.4 - Distribution of MFIs based on OER

Keeping the OER at low level has become more or less a compulsion for various Indian MFIs to

keep themselves operationally sustainable, as they are also among the MFIs with lowest portfolio

yield globally (as explained in Chapter 3, it is due to various reasons like, competition, political

pressure, etc.)

Of the MFIs with an OER of less than 5%, it was found that nearly 80% of them follow the SHG

model, about 10% of them follow the Grameen model and the remaining 10% of them follow the

Individual Banking model. Within this range of OER, there are no MFIs with portfolio size of less

than Re one crore but most of the MFIs are of portfolio size of Rs50 crores and above. However,

of the MFIs having an OER above 20%, a majority among them (about 55%) follow the Grameen

Model, about 35% follow the SHG model and only 27% follow the Individual Banking model. None

of the MFIs with a portfolio size of Rs100 crores and above have an OER greater than 20%. It is

important to note here that about 97% of the MFIs with OER over 20% have portfolio size of below

6 Median OER for Asia and global is 17.2% & 20% respectively. Source: Microbanking Bulletin, Issue 19, Dec. 2009
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Rs50 crores. This pattern is in conformity with the law of economics that the cost efficiency

increases with the scale of operations.

4.2.2. Relationship between portfolio size of MFI and OER

The OER improves with the growth in the size of MFIs. No significant impact of rapid expansion

is seen on the cost efficiency of the MFIs. This may be due to MFIs expanding more in the areas

where already some other MFIs are operating and this reduces the cost of client acquisition to

a large extent.

The principle of economies of scale suggests that the OER will decrease with the increase in scale

of operations of MFIs. At the same time, in business as usual, the OER of MFIs will be inevitably

higher when they grow fast by opening new branches in geographically diverse areas than when

they maintain steady operations, as there is cost involved in setting-up new branches, training of

new staff and mobilising new clients. Moreover, the new branches operate at sub-optimal level in

the initial years. Looking at the high growth rate of the Indian MFIs in general and large MFIs in

particular, we take a look through Exhibit 4.5 at the pattern of variation in the portfolio growth

rate and the OER simultaneously, based on the scale of operations of the MFIs.

Exhibit 4.5 - Relationship between portfolio size, portfolio growth and OER

Looking purely at the OER across portfolio size of MFIs, it is evident that the OER is decreasing

with the size of MFIs that confirms the principle of economies of scale. The MFIs with portfolio

size of Rs 500 crores and above have least median OER of 7.4%, whereas, the MFIs with portfolio

size below Re one crore have median OER of 18.5%. The gap of OER is significant between the

groups of MFIs at the two end of spectrum in terms of portfolio size.

However, the presumption that high growth rate, which increases with the size of MFIs, will

adversely affect the OER (for the reasons mentioned above in this section) is not being reflected

here. It was expected that with huge difference in growth rate among MFIs of various size group,

the difference in OER level among them will narrow down but we see a good margin of difference

in the OER between MFIs with portfolio size of Rs100 - 500 crores (OER 11.2%, portfolio growth rate

70.3%) and MFIs with portfolio size of more than Rs500 crores (OER 7.4%, portfolio growth rate

101.9%).
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This pattern points towards the nature of expansion taking place among the MFIs in general,

where much of the growth in the sector is happening in concentrated geographical pockets,

leading to signif icant overlap of clients among MFIs. As a result, the new branch offices reach

critical mass of clients and attain break-even level sooner, as compared to operating in new areas

where no or a very few MFIs are operating. This strategy might have helped MFIs to keep their

OER in check without compromising on the high growth rate but the sector has also seen the ugly

fall out of excessive overlap of clients among MFIs in some of the pockets.

4.2.3. Variation in OER by region

The OER is lowest for the MFIs operating in the southern region and is highest in the western

region. While in the south, the costs are low owing to mature MFIs, high competitive pressures

and low cost of client acquisition due to overlap of clients with other MFIs, the high costs in the

west can be attributed to a large number of young MFIs with relatively small size of operations

and high cost of client acquisition, since most of them have ventured into unserved areas.

While looking at the median OER of MFIs operating in various regions, no significant difference

was observed. As expected, the Exhibit 4.6 shows that the lowest median OER (of 11.2%), is for the

south based MFIs, which is due to the presence of a large number of big size MFIs, growing

competition among MFIs driving the cost down, and long operational experience of the MFIs.

Surprisingly, the highest median OER (13.1%) is of the MFIs operating in the western region and not

the MFIs of north-eastern region whose median OER stands at 12.2%. For the MFIs in the northern

and the eastern regions, both of them have the median OERs of 11.7%, which is only marginally

higher than of the southern region.

Despite low density of population, undulated terrains, and smaller size of MFIs in the north-east

region, it can be seen that the OER is lower than of the western region. This is because of the OER

of MFIs operating in Assam is relatively better. If we take out the MFIs operating in Assam from

the sample of north-east, the median OER would be far worse (around 14%).

The high median OER of MFIs in the western region could be explained from the fact that nearly

half of the MFIs operating in the western region have came into existence in only last f ive years

and have relatively small scale of operations that drives up the median OER. Moreover, the cost of

client acquisition for them is also relatively high, since most of them have ventured into unserved

areas.

Exhibit 4.6 - Variation in OER by region
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4.2.4.  Impact of loan size on OER

The OER improves with an increase in the average loan size of MFIs.

The analysis of relationship between average loan size of MFIs to its OER reaffirms the fact that

the OER is inversely proportional to the average loan size, i.e., higher the loan size, lower is the

OER, and vice versa. It can be seen from Exhibit 4.7 below that the MFIs having the highest

average loan sizes, above Rs15,000, have the lowest median OER of 7.9%. A slight aberration

though, is that MFIs having average loan sizes lower than Rs5,000 have a median OER of 13.1%,

which is lower than MFIs having average loan sizes between Rs5,000 and Rs8,000, whose median

OER is 14.4%. However, there is a steady improvement in the median OERs of the MFIs with the

increase in the loan size from the range between Rs5,000 and Rs8,000 to greater than Rs15,000.

Exhibit 4.7 - Variation in OER with average loan size of MFIs

4.2.5. Impact of service delivery model on OER

The MFIs following the SHG model are the most cost efficient among all delivery models of MFIs,

whereas, the Grameen replicators are the least cost efficient among them.

The analysis of the relationship between service delivery models adopted by MFIs and their OER

shows that the MFIs who have adopted SHG model are the most cost efficient among all service

delivery models adopted by MFIs. However, no significant difference was found in the median OER

across the delivery models. As seen from the Exhibit 4.8, the lowest median OER (10.1%) is of the

MFIs following the SHG model, followed by the MFIs who have adopted the individual banking

model (11.7%) and the highest median OER is of the MFIs following the Grameen Bank model

(13.3%).

One of the reasons why the median OER of MFIs following the classical Grameen Bank model is

higher than that of other models because the Grameen model follows weekly loan repayment

system, against monthly loan repayment system usually followed by the adopters of other models.

The weekly loan repayment system push-up the cost of operations, as it requires visits to clients

four times more as compared to monthly visit. Another reason could be attributed to the size and

age of MFIs who have adopted Grameen model as their dominant service delivery model. It was

found that more than half (about 55%) of the MFIs who have adopted Grameen model have
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portfolio size of less than Rs10 crores and equal proportion of them are also of less than five years

of age.

Exhibit 4.8 - Variation in OER with service delivery model of MFIs

4.2.6.  Variation in OER by legal form of MFIs

The 'mutual benefit' MFIs are the most cost efficient MFIs in terms of legal forms of MFIs,

whereas, the 'for-profit' MFIs are the least cost efficient among them.

The analysis of OER based on the legal form of MFIs shows (in Exhibit 4.9) that the 'mutual

benefit' MFIs (Co-operatives) are the most cost eff icient (with median OER of 8.1%), whereas, the

'for-profit' MFIs (mainly NBFCs) have the highest median OER of 13.1% across all legal forms of

MFIs. The 'not-for-profit' MFIs have median OER of 11.8%.

Exhibit 4.9 - Variation in OER with legal form of MFIs

One of the reasons for relatively low OER of 'mutual benefit' MFIs is its ownership structure,

where users of the services offered by the MFI are also its shareholders. Many of the services, like

client mobilisation, collection of repayments, etc. are carried out by the community members

themselves for which little or no cost paid by the MFIs to them. This gives them an edge over other

legal forms of MFI in terms of efficiency. Another reason could be the service delivery model
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adopted by these MFIs. It was found that majority of them have adopted the SHG model, which

is relatively cost efficient model than Grameen and individual banking (as seen in Exhibit 4.8). The

reason for relatively high OER of 'for-profit' MFIs could also be attributed to the choice of service

delivery model adopted by them. It was found that nearly 62% of the 'for-profit' MFIs have

adopted Grameen model, which is least cost efficient among all delivery models.

4.2.7. Relationship between portfolio yield of MFI and OER

The portfolio yield of MFIs reduces with the reduction in their OER.

Looking at the relationship between the portfolio yield and the OER of the MFIs, we found that

generally the MFIs with high OER also have high portfolio yield. Conversely, the portfolio yield of

MFIs reduces with the reduction in their OER. The Exhibit 4.10 presents the plot graph of the

portfolio yield figures aganist the OER figures of all the MFIs in the sample (140). As seen from the

plot graph, most of the MFIs have an OER below 20% with a portfolio yield below 30%, leaving a

good margin of about 10% to meet financial cost and capital for growth.

Exhibit 4.10 - Relationship between portfolio yield and OER

4.3. Staff Productivity

Even in this era of technology, the microfinance services in India are predominantly dependent on

human resources for ensuring effective delivery. Considering the fact that the personnel cost

contributes to about half of the administrative cost and little more than one fourth of the total

cost, staff productivity plays a major role in determining the cost efficiency of the MFIs. For the

purpose of analysis, the staff productivity is measured through three key indicators (i) number of

clients served per staff member, (ii) number of clients served per credit/loan officer7, and (iii)

amount of loan outstanding per credit/loan officer.

7 Credit or Loan Officers are considered as those staff who are responsible for direct interface with the clients, like, for client mobilisation, attending
group meetings, loan collection (if collected at clients' place) etc.
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4.3.1. Distribution of MFIs based on clients served per staff and credit officer

With the median of active borrowers per staff member as 218 and the median of ABCO as 380,

the Indian MFIs have the highest staff productivity in the world. It has also helped them to

become the most cost efficient MFIs in the world. The median of credit officers to total staff

ratio is also better than the global median. This ratio becomes higher with an increase in the

portfolio size of the MFIs.

This section looks into the average number of client served on two parameters - (i) by each staff,

and (ii) by each credit officer of an MFI. The medians of active borrowers per staff member and

active borrowers per Credit Officer (ABCO) of the entire sample are 218 and 380 respectively.

These figures put Indian MFIs again among the best performing MFIs8 globally in terms of staff

productivity. We have also seen in the section 4.2.1 that Indian MFIs are among the most cost

efficient MFIs in the world and their high staff productivity level has a major contribution in

placing them on the top of the cost leadership.

Given the diverse nature of the Indian microfinance industry, the staff productivity level among

the MFIs also varies significantly. Exhibit 4.11 depicts the diversity in staff productivity ratios

measured through active borrowers per staff member and ABCO. It could be seen from the graph

that nearly 90% of the sample MFIs have borrowers per staff member ratio above the global

median. About 60% of them have more than 200 borrowers per staff member and less than 8% of

them have this ratio above 400. At the same time, about 77% of the Indian MFIs in the sample have

ABCO above the global median. About 88% of them have an ABCO of more than 200 and nearly 43%

of them have an ABCO of more than 400. Interestingly, about 23% of them have an ABCO of more

than 500.

Exhibit 4.11 - Distribution of MFIs based on clients served per staff & credit officer

                        Clients/staff             Client/Credit officer

While looking at these two ratios (active borrowers per staff member and ABCO) together, it was

found that the difference between both of them is of significant order. This can be explained by

analysing the ratio of Credit Officers to total staff. Exhibit 4.12 present the distribution of MFIs

based on this ratio. It could be observed that more than half of the MFIs have number of Credit

8 Median figures of borrowers per staff member for Asia and global are 100 & 132 respectively. Median figures of ABCO for Asia and global are 245
& 272 respectively. Source: Microbanking Bulletin, Issue 19, Dec. 2009
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Officers less than 60% of their total staff and a sizable (21%) proportion of them have this figure

below 50%. The median of this ratio for the overall sample is 59.2%, which is again better than the

global median and any other region9.

Exhibit 4.12 - Distribution of MFIs based on credit officer to total staff ratio

However, if we look at this ratio based on the portfolio size of MFIs, we found that the median of

the largest MFIs (with portfolio size of more than Rs500 crores) is also the highest (68%) among

all other size of MFIs. Infact, we see a strong co-relation between proportion of Credit Officer

(against total staff members) and portfolio size of MFIs. The median of Credit Officer to total staff

ratio gradually grows with the increase in the portfolio size of MFIs. The MFIs in the portfolio size

category of above Rs50 crores have median Credit Officer to total staff ratio of more than 60%,

whereas, the MFIs in the portfolio size category of below Rs50 crores have median of below 60%

for the same ratio.

4.3.2. Distribution of MFIs based on loan portfolio per credit officer

The median of loan portfolio per credit officer is Rs.20.07 Lakhs. This ratio increases with the

size of the MFIs. In terms of delivery model adopted by MFIs, this ratio is highest for the MFIs

with individual banking model and lowest for the SHG model. In terms of legal forms of MFIs,

this ratio is highest for the 'mutual benefit' MFIs and lowest for the 'not-for-profit' MFIs.

In addition to the number of clients reached by Credit Officers, the amount of loan portfolio

handled by them is also an important measure that contributes to cost efficiency. Exhibit 4.13

presents the distribution of MFIs across various bands of loan portfolio handled by each Credit

Officer. Nearly 60% of the MFIs have average portfolio per Credit Officer between Rs10 Lakhs and

Rs30 Lakhs. More than one third of the MFIs (about 35%) have average portfolio per Credit Officer

between Rs10 Lakhs and Rs20 Lakhs. The median of this ratio for the overall sample is also within

this range (Rs20.07 Lakhs). Only a small proportion of MFIs (12%) have average portfolio per Credit

Officer of more than Rs40 Lakhs.

9 Global median of Personnel Allocation ratio is 44.5% and the highest median is for MENA region (54.4%). Source: Microbanking Bulletin, Issue 19,
Dec. 2009
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Exhibit 4.13 - Distribution of MFIs based on loan portfolio per credit officer

Upon analysing the average portfolio per Credit Officer based on the portfolio size of MFIs, it was

observed that the ratio increases with the size of MFIs. The median of average portfolio per Credit

Officer for the MFIs with portfolio of more than Rs500 crores, is Rs31.7 Lakhs, as compared to only

Rs7.8 Lakhs for the MFIs with portfolio of less than Re one crore. If we look at the same ratio

based on the delivery model adopted by the MFIs, the MFIs following the individual banking model

have the highest median portfolio per Credit Officer (Rs26.7 Lakhs) and the MFIs following the

SHG model have the lowest median portfolio per Credit Officer (Rs17.7 Lakhs). Similarly, analysing

the same based on the legal form of MFIs, we found that the 'mutual benefit' MFIs have the

highest median portfolio per Credit Officer (Rs26.8 Lakhs), closely followed by 'for-profit' MFIs

with Rs25.9 Lakhs and the lowest is of 'not- for-profit' MFIs (15.9 Lakhs). One of the reasons for

the significant difference between median portfolio per Credit Officer of the 'not- for-profit' MFIs

and of the other legal forms of MFIs could be relatively low average loan size and slow growth rate

of the 'not-for-profit' MFIs.

4.3.3. Relationship between ABCO, OER and PAR

Contrary to the expectations, the PAR level of MFIs has come down with an increase in ABCO.

The heavy concentration of MFIs in some of the geographical pockets has put intense pressure on

them to keep their cost of products competitive against other players. To remain in business, the

MFIs are increasingly focusing on controlling their costs. The pressure of becoming more cost

efficient is constantly pushing the limits of staff productivity to a new level. This raise an

apprehension that excessively high staff productivity will take a heavy toll on the portfolio quality,

since the Credit Officers are likely to spend less time with the clients in order to cover a large

number of clients in a limited time available to them. This has prompted to look into how OER and

PAR of the MFIs vary with the change in ABCO. Exhibit 4.14 depicts the variation of OER and PAR60

against various levels of ABCO. However, contrary to the apprehensions, it was found that PAR60

has become better with the increase in ABCO, though a slight aberration at the ABCO level of 200-

300. Like PAR60, OER has also comes down steadily with increase in ABCO once again with a slight

deviation at the ABCO level of 300-400. The change in OER between the ABCO level of 200-300 and

the highest level ABCO of more than 500 is only marginal (1.5%). It shows that even a big increase

in ABCO has not resulted in signif icant reduction of OER. This can be explained from the analysis

of the cost structure of MFIs at various levels of ABCO. A closer look at their cost structure reveals
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that though their personnel cost (as proportion of total cost) has come down significantly (from

29% to 22.3%) with the increase in ABCO, the proportion of their other administrative costs has only

changed marginally (53.6% to 49.5%).

Exhibit 4.14 - Variation in PAR and OER against ABCO

4.3.4. Relationship between ABCO and portfolio size of MFIs

The ABCO also increases with an increase in the portfolio size of the MFIs.

In the earlier section (4.2.2), we have seen the relationship between OER and loan portfolio size

of MFIs. We will now see (in Exhibit 4.15) the same relationship again by adding the ABCO ratio into

it. While we have seen a constant improvement in the OER along with the increase in the size of

MFIs, the ABCO ratio has also grown with the increase in the size of MFIs.

The two largest categories of MFIs (portfolio size of Rs100 - 500 crores and more than Rs500

crores) have the ABCO of about 500 and above. Comparing them with the ABCO ratio of next

smallest category (portfolio size of Rs50 - 100 crores), the difference in the ABCO ratio is found to

be significant (142). However, no significant difference was found in the ABCO ratio among the

MFIs with portfolio size between Re one crore and Rs 100 crores.

Exhibit 4.15 - Variation in ABCO and OER based on portfolio size of MFIs
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4.3.5. Impact of service delivery model of MFIs on their ABCO

The MFIs with SHG model has highest ABCO that also brings down their OER. The ABCO is lowest

for the MFIs following the individual banking model.

The choice of service delivery model is also one of the important determinants of cost efficiency

and staff productivity of MFIs. While we have seen the relationship between OER and service

delivery model followed by MFIs (section 4.2.5), we will now see the impact of service delivery

model on the ABCO ratio of MFIs. Exhibit 4.16 depicts the relationship among OER, ABCO and

service delivery models. It could be seen from the graph that the MFIs following SHG model have

the highest median ABCO (397) as compared to the MFIs following any other delivery model. The

MFIs who have adopted the Grameen model followed next with median ABCO of 358 and the MFIs

following the individual banking model have the lowest median ABCO with 331. The SHG model is

found to be the best among all other delivery models in terms of cost efficiency as well as staff

productivity. One of the reasons for the low ABCO of the MFIs following Grameen model, as

compared to the ABCO of MFIs following other models, is because most of the young MFIs

(consists of about 43% of the sample) have adopted the Grammen model and they have not yet

reached a large scale of operations to attain a high level of staff productivity.

Exhibit 4.16 - Variation in ABCO and OER based on service delivery model of MFIs

4.3.6. Relationship between ABCO and legal form of MFIs

The 'for-profit' MFIs have the highest ABCO among all legal forms of MFIs. However, the OER is

also the highest in the case of the 'for-profit' MFIs. A higher ABCO has not brought down the

OER for them.

So far we have compared the variations in the ABCO ratio based on the portfolio size and the

service delivery model adopted by the MFIs. We will now see the variation in the ABCO ratio based

on the legal forms of MFIs. The Exhibit 4.17 presents the median of ABCO and OER against the

various legal forms of MFIs. Though no significant difference was found in the median ABCO of

MFIs based on their legal forms, the 'for-profit' MFIs have the highest median ABCO of 392, closely

followed by the 'mutual benefit' MFIs with a median ABCO of 389. The 'not-for-profit' MFIs have

the least median ABCO of 346, as compared to the other legal forms of MFIs.

Cost Structure, Efficiency and Staff Productivity
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The pattern of median ABCO based on the legal form of MFIs is in complete contrast with the

median OER of MFIs when arranged on the basis of their legal forms. Surprisingly, the 'for-profit'

MFIs have the highest median OER despite having highest median ABCO. It reflects that the

increase in the ABCO has not proportionately reduced the cost efficiency level of MFIs.

Exhibit 4.17 - Variation in ABCO and OER based on legal form of MFIs

◆ ◆ ◆ ◆ ◆ ◆
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While we have analysed the pattern of incomes and expenses of Indian MFIs in chapter 3 and

4 respectively, this chapter will attempt to look into the pattern of their balance sheet

structure by analysing their allocation of assets, their pattern of funding of assets and extent of

leverage of their capital base. In nutshell, we will look into the balance sheet management pattern

of the MFIs, as it has a direct bearing on the profitability of the MFIs and their potential to attract

investors and f inancers that support their portfolio growth.

5.1. Distribution of Assets

In this section, we will primarily look into the pattern of allocation of key assets of an MFI, namely,

loan portfolio, liquid assets (cash and other investments), and f ixed assets, among the Indian

MFIs. The pattern of allocation of assets within an MFI has a direct bearing on its earning levels.

In general, MFIs are expected to invest a major portion of their assets into loan portfolio, while

keeping a healthy mix of liquid assets and fixed assets that are essential for running a microfinance

business.

5.1.1.  Allocation of key assets among Indian MFIs

Indian MFIs have a healthy allocation of assets conforming to the global best practices. While

liquid assets are slightly on the higher side, the allocation to fixed assets is low.

The allocation of assets in a typical Indian MFI is presented in Exhibit 5.1. The allocation looks quite

healthy and conforms to the global best practices in microfinance.  In the overall sample, the

median of proportion of the loan portfolio in the total assets is 81.8%, whereas, it is 12.1% for the

liquid assets. However, the median of proportion of the other non-liquid assets in the total assets

is just 6.1%, out of which, the major contribution is from the other assets (4.1%) and the fixed assets

contributes to a meagre 2%.

Exhibit 5.1 - Allocation of assets of a typical Indian MFI
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Not only the level of allocation in the loan assets by the MFIs is encouraging and better than the

global and the Asia median1 of this ratio, their liquidity level (both earning and non-earning) is also

healthy.  This could be attributed to the fact that an overwhelming majority of the Indian MFIs do

not accept deposits and no legal provisions for maintaining minimum liquidity reserve exist for

them. However, the level of their investment in the fixed assets is somewhat unusual from the

global standards. Only about 22% of the MFIs in the sample have fixed assets of more than 5% of

their total assets and nearly 30% of them have the proportion of fixed assets less than 1% of their

total assets. This reaffirms the fact that the Indian MFIs are still largely dependent on human

resources and investment in automation of their systems has not received enough priority. One of

the reasons for this could be the limited supply of donor funds in microfinance, unlike the other

poor countries. Also most of the MFIs are young in age and yet to reach a big scale where big

investment in system automation makes economic sense.

5.1.2. Asset allocation pattern based on portfolio size of MFIs

The allocation to loan portfolio as well as fixed assets reduces and allocation to liquid assets

increases in general, as the MFIs grow big. One of the key reasons for the relatively high

proportion of liquid assets among the larger MFIs is the disbursement of funds to these MFIs by

banks/FIs towards the fag end of the financial year.

When we look at the pattern of asset allocation across all size categories of the MFIs, we found

a huge variation at the either end of the size of MFIs. As shown in Exhibit 5.2, the largest MFIs (of

more than Rs500 crores of portfolio) have the lowest allocation towards loan portfolio (64.6%,

median value) and fixed assets (0.7%, median value), as compared to the MFIs of other size

categories. On the contrary, the allocation of liquid assets among these MFIs is the highest (29.7%,

median value), as compared to the MFIs of other size categories.

This is due to the fact that the asset position is taken at the last day of the financial year, when

MFIs have a high proportion of their assets in liquid form, as many of the financial institutions

release loans to them, in order to meet their annual lending targets to priority sector. The larger

MFIs also manage portfolios on behalf of banks and other financial institutions (FIs) and most of

the portfolio securitisation deals between banks and MFIs take place towards the end of the

financial year, leaving the MFIs with high liquid assets that significantly bring down the proportion

of loan portfolio on their balance sheet. Otherwise, their liquid assets are relatively far less during

rest of the months in the year, as compared to the financial year end.

Exhibit 5.2 - Asset allocation pattern based on portfolio size of MFIs
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Another pattern that can be noticed from the graph above is that as the MFIs grow in size, their

allocation to loan portfolio and fixed assets decline steadily while the allocation to liquid assets

keeps increasing, with only exception of the MFIs under the smallest size (less than Re one crore

of portfolio). Though the proportion of fixed assets in the total assets across the size of MFIs is

generally very small, the MFIs with the portfolio size of more than Rs50 crores in particular have

median proportion of fixed assets of less than 1%.

5.1.3. Asset allocation pattern based on legal form of MFIs

The 'not-for-profit' MFIs have the largest allocation of their assets to loan portfolio, as com-

pared to any other legal forms of MFIs, whereas it is the lowest in the case of the 'for-profit'

MFIs, which is again due to relatively high proportion of their liquid assets.

Analysing the asset allocation pattern by arranging the MFIs based on their legal charter, it was

found (in Exhibit 5.3) that the 'not-for-profit' MFIs have the highest median allocation (85.2%) of

their assets to loan portfolio, whereas, the 'for-profit' MFIs have allocated the lowest median

percentage (76.2%) of their assets to portfolio among all legal forms. The same is the case with

liquid assets, where the 'for-profit' MFIs have median liquid assets of 14.9%, whereas, the 'not-for-

profit' MFIs have just 8.3%. 'Mutual benefit' MFIs are found to have the highest allocation to fixed

assets at 2.8%, whereas, the 'for-profit' MFIs have the lowest allocation to fixed assets at 1.5%

across all legal forms.

Exhibit 5.3 - Asset allocation pattern based on legal form of MFIs

The difference in the percentage allocation of both loan portfolio and liquid assets of the 'for-

profit' MFIs vis-a-vis the 'not-for-profit' MFIs is found to be substantial (9% and 6.6% for loan

portfolio and liquid assets respectively). This big difference is again attributed to the common

phenomenon at the end of financial year in the Indian microfinance industry (as explained in

section 5.1.2) of huge disbursement of loan funds and portfolio securitisation deals by banks and

other FIs to meet their priority sector lending targets, stipulated by the Reserve Bank of India

(RBI). Unlike loan portfolio and liquid assets, the difference in allocation of fixed assets has not

changed significantly across all the legal forms of MFIs.

Balance Sheet Distribution and Capital Structure
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5.2. Pattern of Portfolio Financing

The Indian microfinance industry is currently undergoing structural shift, where a large number of

equity based 'for-profit' MFIs are increasingly entering into the market. This shift has not only

affected the ownership structure of the MFIs but also the composition of portfolio financing

among them. In the last one decade, the Indian microfinance industry has witnessed three major

shifts in the portfolio financing pattern of the MFIs. In the beginning of this decade, the MFIs had

increasingly shifted towards commercial debts, as the sector was growing fast and on the other

hand the supply of grants and subsidised funds became increasingly sparse.  During the middle of

this decade, the private sector banks came up with the 'Partnership Model' (pioneered by ICICI

Bank), under which, the MFIs were managing the micro-loan assets on behalf of banks on a 'first

loss deficiency guarantee' (FLDG) basis. This model substantially reduced the debt dependence of

the MFIs and turned them into a sort of asset management firms for the banks. However, this

model was short-lived and came to an abrupt end in early 2007 after the RBI asked the banks to

stop this model due to various concerns including its limitation of compliance with 'know your

customers' (KYC) norms. Again, towards the later half of this decade, the 'for-profit' MFIs, who

were rapidly growing in numbers, increasingly started looking for private equity investment to

finance their portfolio growth and their dependence on debt has reduced marginally.

This section primarily analyses the current pattern of portfolio financing of the Indian MFIs. It

looks into the extent of dependence on debts (including saving deposits) of Indian MFIs and

primary sources of debts and their contributions in total debt flow to MFIs.

5.2.1. Distribution of total debts among MFIs

Total borrowing of the MFIs is to the tune of Rs.17,096 crores as on 31 March, 2010. Of this, more

than 77% have been provided to the 10 largest MFIs in the sector. Nearly 90% of the total debt

funds to Indian MFIs have gone to the 'for-profit' MFIs. This is in addition to Rs4,200 crores

(approx.) of loan portfolio assigned by banks/FIs to the MFIs.

The total borrowings of 264 Indian MFIs (who submitted their data to Sa-Dhan), as on 31 March

2010, is to the tune of Rs17,096 crores, out of which about Rs16,876 crores came from commercial

banks and other FIs and about Rs220 crores came from savings deposit (primarily by Thrift and

Credit Co-operatives). Another significant source of funds for portfolio financing for MFIs is

portfolio securitisation. However, it is currently limited to only large and a few medium size MFIs.

The total outstanding of the loan portfolio assigned by banks and FIs to the MFIs, as on 31 March

2010, is around Rs4,200 crores.

Exhibit 5.4 - Distribution of total debts among MFIs based on their size and legal form



45

Though the External Commercial Borrowing (ECB) route is available to the 'not-for-profit' MFIs,

this route is closed for the other legal forms; consequently, the contribution of ECBs in total debt

to MFIs is insignificant. Some of the large MFIs have also now started sourcing debt funds by

floating 'non-convertible debentures' (NCDs). Exhibit 5.4 presents the distribution of total debts

among MFIs based on their portfolio size and legal forms.

Looking at the distribution of the total outstanding borrowings of the MFIs based on their

portfolio size and legal forms, it was found that both sets of MFIs - (a) MFIs with loan portfolio

size of more than Rs500 crores, and (b) the 'for-profit' MFIs - have got overwhelming portion of

the pie of total outstanding borrowings of MFIs, in their respective categories. Interestingly, the

distribution patterns of the total loan portfolio (to the clients) of the MFIs on the same param-

eters, i.e. portfolio size and legal forms, were found to be more or less similar to the distribution

patterns of the total outstanding borrowings of MFIs. (see Exhibit 2.11 and 2.12). Nearly 77% of the

total outstanding debt of the MFIs belongs to the 10 largest MFIs (whose loan portfolio size is

more than Rs500 crores). At the same time, together these MFIs have about 79% share of the total

loan portfolio of all the MFIs. The pies of the other size categories of MFIs are also in the same

range. Similarly, about 90% of the total debt outstanding of all the MFIs belongs to the 'for-profit'

MFIs and they also hold the same proportion (about 89%) of the total loan portfolio held by all the

MFIs. The share of the other legal forms of MFIs in the total outstanding debt is also similar to

their proportions in the total loan portfolio.

5.2.2. Distribution of MFIs based on their dependence level on debts

Despite the substantial inflow of private equity into the Indian microfinance sector in recent

years, the dependence of MFIs on debt funds still remains significant. The median of debt as a

percentage of total liabilities and net worth for the overall MFIs is 80.3%.

Comparing the figure of total borrowings of all the MFIs with their combined loan portfolio, the

commercial borrowings (including customer deposits) is still overwhelmingly high among all other

sources of funds, despite a huge in-flow of private equity in the Indian microfinance market in

recent years. It is reflected from the fact that the median debt as a percentage of the total

liabilities and net worth of the entire sample is 80.3%. As shown in Exhibit 5.5, nearly 75% of the

sample MFIs have proportion of debt against total liabilities and networth of more than 70%, and

more than half of them have debt of more than 80%. Most of the MFIs (about 39%) have debt

between 80% and 90%. Only about 15% of them have debt less than 60% and only less than 10% of

them have debt less than 50%.

Exhibit 5.5 - Distribution of MFIs based on their percentage of dependence on debts
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5.2.3. Level of debt dependence of MFIs based on their portfolio size

The dependence of MFIs on debt funds comes down with the growth in their size. This is

primarily because as the MFIs grow large, they generally convert themselves into 'for profit'

entities and start accessing private equity funds. In terms of legal forms, the 'not-for-profit'

MFIs have the highest dependence on the debt funds.

The analysis of the level of debt dependence across various sizes of MFIs reveals that the level of

dependence on debt decreases as the MFIs grow in size. It is evident from Exhibit 5.6 that the MFIs

of the smallest size (below Re one crore of portfolio) have the highest median debt (as percentage

of total liabilities and net worth) of 87%, whereas, the 10 largest MFIs (with portfolio of more than

Rs500 crores) have the lowest median debt of 73%. One can see from the graph above that the

debt dependence is gradually decreasing with the size of the MFIs, with a slight aberration at the

MFIs with portfolio size between Rs100 - Rs500 crores.

Exhibit 5.6 - Level of debt dependence of MFIs based on their portfolio size

The MFIs with size above Rs50 crores have relatively low dependence on debt. This can be

attributed to the fact that most of them are 'for-profit' MFIs and they managed to also mobilise

private equity in addition to the debt funds. Whereas, both the 'not-for-profit' and the 'mutual

benefit' MFIs, which comprise of a major part of the MFIs with portfolio size of below Rs50 crores,

have primarily relied on debt and customer deposits to finance their loan portfolio. Exhibit 5.7

confirms this relationship, where the median debt dependence of the 'for-profit' MFIs is among

the lowest (70.1%) and the 'not-for-profit' MFIs have the highest debt dependence with 85%, as

they have no instrument like equity.

Exhibit 5.7 - Level of debt dependence of MFIs based on their legal form
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5.2.4. Sources of debt funds

Of the total debt funds to the Indian MFIs, the public sector banks have the highest exposure,

followed by the private sector banks. The smaller MFIs have largely borrowed from the public

sector banks, whereas the private sector banks have primarily lend to the medium and the large

size MFIs. The 'not-for-profit' MFIs have a substantially high dependence on the public sector

banks, whereas, the 'for-profit' MFIs have almost equal dependence on public as well as private

banks for their debt funding.

Thus far in the section 5.2, we have looked at the quantum of debt fund and its proportion in the

portfolio f inancing of the MFIs, now we will look at the major sources of the debt funds (excluding

savings deposits). For the purpose of this analysis, the sources of debt funds have been divided

into four broad categories, namely, (a) Public Sector Banks, (b) Private Sector Banks, (c) Develop-

ment or Apex Financial Institutions, and (d) Other Bulk Lenders. At first, we will take a look at the

share of each of these sources in total debt of MFIs. Exhibit 5.8 depicts the proportion of each

source in the overall outstanding borrowings of the MFIs, as on 31 March 2101. It could be seen

that the public sector banks have the leadership (with 43.3% share of the total debt to MFIs)

among all types of banks/FIs who lend to MFIs. The private sector banks have closely followed

them with about 35% of the pie in the total debt market (to MFIs). The development/apex FIs, like,

NABARD, SIDBI etc., have about only 17% share in the overall pie, whereas, the other bulk lenders

have a even meagre share of just 4.3%.

Exhibit 5.8 - Share of various Banks/FIs in the total outstanding debt of MFIs

A closer look into each type of sources reveals that the smallest size of MFIs (with loan portfolio

of less than Re one crore) have been predominantly funded by the public sector banks and none

of the private sector banks have lent to them. Exhibit 5.9 indicates that the MFIs with the size of

below Rs50 crores of portfolio have primarily sourced their loan funds from the public sector

banks, whereas, the private sector banks have mainly lent to the MFIs with portfolio size of more

than Rs50 crores. Their proportion of lending to each size category of above Rs50 crores hovers

around 40% with a marginal decline with the size of MFIs. It could also be seen in the graph that

there is no wide variation in the proportion of lending by the apex development FIs in each of the

size category of the MFIs, except for the smallest MFIs. Their share in each size category (except

for the smallest) hovers around 15%, whereas, the public sector banks have maintained their

leadership position in almost all size categories except for the MFIs with the portfolio size of Rs50-

Rs100 crores.
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Exhibit 5.9 - Share of various Banks/FIs in total outstanding debt based on the size of MFIs

If we do the same analysis as above for the legal forms of MFIs, we found that the 'not-for-profit'

MFIs have primarily got their loan funds from the public sector banks. Exhibit 5.10 shows that

nearly two-third of the loan funds of the 'not-for-profit' MFIs were from public sector banks,

whereas only about 18% of their total outstanding borrowings came from the private sector banks.

On the other hand, there is no significant difference in the proportion of debt from both public

and private sector banks, (40.7% and 37.5% respectively) when it comes to the 'for-profit' MFIs. It

could be seen that the proportion of loan funds from the public sector banks decreases, as we

move from the 'not-for-profit' MFIs to the 'for-profit' MFIs. At the same time, the proportion of

loan funds from the private sector banks increases, when we move from 'the not-for-profit' MFIs

to the 'for-profit' MFIs.

Exhibit 5.10 - Share of various Banks/FIs in total outstanding debt based on legal form of MFIs

5.3. Capital Leverage Analysis

In this section, we will analyse the extent to which the MFIs have leveraged their capital base to

borrow loan funds. The leverage is being measured here through 'Debt to Equity' ratio and 'Capital

to Total Assets' ratio. The 'debt' includes all borrowings and customer deposits of an MFI,

whereas, the 'capital' or 'equity' includes donations, grants, share capital and reserve and surplus

of an MFI.
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5.3.1. Distribution of MFIs based on debt to equity ratio

The Indian MFIs have adequately leveraged their capital base with a median debt to equity ratio

of 6. However, there is huge diversity among the MFIs as per their D/E ratio.

The 'Debt to Equity' (D/E) ratio is one of the indicators of the leverage status of the MFIs. Exhibit

5.11 presents the distribution of the MFIs based on various bands of D/E ratio. As shown in the

graph below, about half of the MFIs in the sample have D/E ratio between 2 and 8. Out of which,

26.4% MFIs have D/E ratio between 5 and 8. The median D/E ratio of the entire sample is 6.

However, we noticed that the MFIs in the sample are distributed in significant number across all

bands of D/E ratio. A sizable percentage (15.7%) of the sample MFIs have D/E as low as below 2

times, whereas, on the other side, 18.6% of the sample MFIs have D/E as high as more than 12 times.

About 10% of the MFIs have D/E of more than 20 times.

Exhibit 5.11 - Distribution of MFIs based on debt to equity ratio

5.3.2.  Variation in D/E ratio based on legal form of MFIs

The 'not-for-profit' MFIs have the highest D/E ratio while the 'for-profit' MFIs have the lowest

D/E ratio.

While analysing the 'debt to equity' ratios of MFIs based on their legal forms, it was observed (in

Exhibit 5.12) that the 'for-profit' MFIs have the lowest median D/E ratio at 3.1, whereas, the 'not-

for-profit' MFIs have the highest median D/E ratio at 7.7, closely followed by the 'mutual benefit'

MFIs at median D/E ratio of 7.4. One of the reasons for relatively low D/E ratio of the 'for-profit'

MFIs, as compared to the other legal form of MFIs is the regulatory cap laid down by the RBI on

minimum capital adequacy for them. This provision makes them look underleveraged, as compared

to the other legal forms of MFIs, for whom there is no such regulatory cap.

Moreover, there were also huge equity infusions into many of the large and medium size NBFC-

MFIs during 2009-10. Globally, India topped the list of recipients of private equity into MFIs. This

has also contributed to the lower level of D/E ratio among 'for-profit' MFIs, as compared to the

other legal forms of MFIs. On the other hand, the 'not-for-profit' MFIs have mainly built their

capital base from the surplus that they generated from the business, as they don't have equity

instrument. Since they have limited opportunity to expand their capital base, they leverage their

capital to a large extent possible to meet their portfolio growth plan.
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Exhibit 5.12 - Variation in D/E ratio based on legal form of MFIs

5.3.3. Variation in D/E ratio based on portfolio size of MFIs

The D/E ratio decreases with the increase in the portfolio size of MFIs, as most of the large MFIs

are 'for-profit' and their D/E ratio is significantly lower as compared to other legal form of MFIs.

While analysing the D/E ratio based on the various size categories of MFIs, it was found (in Exhibit

5.13) that the ratio decreases as the size of MFI increases. The category of smallest MFIs (portfolio

size of less than Re one crore) has the highest median D/E ratio of 8.5, whereas, the category of

largest MFIs (portfolio size of more than Rs500 crore) has the median D/E ratio of just 5.8, which

is among the lowest across the all size categories of MFIs. The nature of this trend can be

attributed to the legal form of the MFIs. As explained in the earlier section, most of the 'for-profit'

MFIs are among the larger MFIs and in general, the D/E ratio of the 'for-profit' MFIs is lower as

compared to the other legal forms of MFIs.

Exhibit 5.13 - Variation in D/E ratio based on portfolio size of MFIs
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5.3.4. Distribution of MFIs based on capital to total assets

The Indian MFIs have a healthy capital to assets ratio and there is still a good potential among

them to grow by leveraging their capital base. Nearly 70% of the MFIs have a capital to assets

ratio of over 10%. The 'for-profit' MFIs have the highest capital to assets ratio among the all legal

forms of MFIs.

Capital to total assets is an important ratio to gauge the adequacy of capital of an MFI to f inance

its assets. This is measured not only to find the status of leverage of capital by an MFI but also to

gauge whether the equity holders (owners) of an MFI have significant stake in the business or not.

In the banking parlance, this ratio is measured by assigning risk weights to assets (based on risk

profile of assets), whereas, here we have used this ratio in simple but strict form (without

assigning risk weight) of measuring capital adequacy of an MFI.

As presented in the Exhibit 5.14, the maximum number of the sample MFIs (27.9%) have a capital

to assets ratio between 10% and 15%, whereas, the least number of MFIs (11.4%) have a capital to

assets ratio of less than 5%. About 26% of the MFIs in the sample were found to have a capital to

assets ratio higher than 20% and nearly 70% of the MFIs have a capital to assets ratio of higher than

10%, which is a very healthy sign for the sector, as it shows that there is still a good potential

among the MFIs to grow by leveraging their capital.

Exhibit 5.14 - Distribution of MFIs based on capital to total asset ratio

In terms of legal forms of MFIs, as expected, the 'for-profit' MFIs have by far the highest median

capital to assets ratio of 23.8%, whereas, the 'not-for-profit' MFIs have the lowest median capital

to assets ratio of 10.1%. The 'mutual benefit' MFIs stand close (12.9%) to the 'not-for-profit' MFIs,

as far as this ratio is concerned. Like as we have seen in the case of D/E ratio, where the median

D/E ratio of the 'not-for-profit' MFIs was twice of the median D/E ratio of the 'for-profit' MFIs, the

same is also seen in the case of capital to assets ratio. The unusually high capital to assets ratio

(as compared to other industries) reflects that banks/FIs generally ignore the capital adequacy

norms (applicable to any finance companies) while lending to the 'not-for profit' MFIs, especially

when they are small and operating in the underserved areas, like north-east. This is reflected from

the fact that all the 'not-for-profit' MFIs, who are operating in the north-eastern region of India,

have a capital to total assets ratio of less than 3%.

◆ ◆ ◆ ◆ ◆ ◆
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For the analysis, profitability and self-sufficiency of MFIs are measured through the ratios, such

as, Operational Self-Sufficiency (OSS), Return on Assets (ROA), and Return on Equity (ROE). For

the purpose of calculation of ratios, the operational profit of MFIs has been taken after payment

of all taxes (including income tax).

6.1. Operational Self-Sufficiency

6.1.1.  Distribution of MFIs based on Operational Self-Sufficiency

The financial viability of the Indian MFIs is in a reasonably good state with median OSS of 108.7%.

About 79% of the MFIs are operationally self sufficient but it means that a sizable proportion

(about 21%) of them are making operational losses. The 'not-for-profit' MFIs contributes a major

proportion of such MFIs.

The median OSS of the sample is 108.7%. About 21% of the MFIs have an OSS below 100%, of which

about 13% alone of the MFIs with an OSS below 80%. Conversely, about 79% of the MFIs have

achieved full OSS (>100%). The Exhibit 6.1 depicts the distribution of MFIs in various ranges of OSS.

Out of the total sample MFIs, a maximum number (about 53%), of them fall within the range of 100-

120%, followed by about 21% of them within the range of 120-150% of OSS. About 5% of the MFIs had

an OSS of over 150%.

Exhibit 6.1 - Distribution of MFIs based on operational self-sufficiency

Analysing the MFIs who have not achieved full OSS, it was found that about 9% of the total 'for-

profit' MFIs have an OSS below 100%, whereas, nearly 27% of the total 'not-for-profit' MFIs are in

the same category. Conversely, about 91% of the 'for-profit' MFIs and nearly 73% of the 'not-for-

profit' MFIs in the sample are operationally self sufficient. Again, in terms of size of the MFIs,

about 50% of the MFIs with portfolio size of below Re one crore and about 30% of the MFIs with

portfolio size between Re one crore and Rs10 crores have not achieved full OSS, while all the MFIs

with portfolio size of above Rs100 crores are operationally self sufficient.

SELF SUFFICIENCY AND PROFITABILITY ANALYSIS6
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Only about 6% of the 'for-profit' MFIs have an OSS of less than 80%, while more than 17% of the

'not-for-profit' MFIs fall under this range of OSS. Nearly half of the MFIs working exclusively in the

north-eastern region have not achieved full OSS.

About 67% mutual benefit, 66% 'for-profit' and 43% 'not-for-profit' MFIs fall in the category of OSS

between 100-120%. About 21% 'for-profit' and 22% 'not-for-profit' MFIs have an OSS between

120-150%, whereas, about none of the 'for-profit' and 7% 'not-for-profit' MFIs have an OSS greater

than 150%.

6.1.2. Impact of average loan size on OSS

The average loan size (offered to the clients) of the MFIs has a direct impact on their OSS, as

it increases steadily with the increase in their average loan size. However, each category of MFIs

(base on average loan size) has median OSS of more than 100%.

When the OSS level of the MFIs is compared with their average loan size (offered to clients), a

general pattern is observed (in Exhibit 6.2) that OSS improves steadily with the average loan size

of the MFIs. The median OSS of the MFIs with an average loan size of less than Rs5,000 comes to

103.5%, as compared to the median OSS of the MFIs with average loan size of more than Rs15,000

is 117.7%. However, we see a slight aberration in the case of the MFIs with an average loan size

between Rs5,000 and Rs8,000, whose median OSS is 114.6%, which is far greater than the median

OSS (106.5%) of the MFIs with average loan size between Rs8,000 and Rs10,000. This is primarily

because the portfolio yield and the portfolio spread of this group of MFIs is highest (29.1% and

18.5% respectively), as compared to any other group of MFIs classified on the basis of average loan

size offered by them to their clients.

Exhibit 6.2 - Variation of OSS based on average loan size of MFIs

When we compared the percentage of MFIs who have achieved full OSS under each category

(based on average loan size offered by MFIs), it was found that as we move toward higher average

loan size of MFIs, the percentage of MFIs with full OSS (under each category) also increases but

only marginally (except for the category of average loan size below Rs5,000). As expected, the

least percentage (about 67%) of the MFIs who have achieved full OSS is under the category of

average loan size of less than Rs5,000. Under all other categories, the percentage of MFIs who

have achieved full OSS, hovers around 80%. The highest percentage (about 81%) of the MFIs who

have achieved full OSS is under the category of average loan size between Rs10,000 and Rs15,000,
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whereas, about 80% of them with an average loan size over Rs15,000 have achieved full OSS.

Of the MFIs with an average loan size between Rs5,000 and Rs8,000, more than 75% of them

have achieved full OSS and it is about 79% for the MFIs whose average loan size is between

Rs8,000-10,000.

However, 37.5% of the MFIs, who have an average loan size of more than Rs.15000 have an OSS of

over 120%, whereas, 75% of the MFIs that have an average loan size under Rs.5000, have an OSS

under 120%. This confirms the earlier observation that a higher average loan size results in

achieving a higher profit margin.

6.1.3. Impact of portfolio yield on OSS

Though the OSS increases with an increase in the portfolio yield of the MFIs, the high yield not

always results in high OSS. However, each category of MFIs (base on portfolio yield) has median

OSS of more than 100%.

While comparing the portfolio yield of MFIs with their OSS, it was found (in Exhibit 6.3) that

generally the OSS increases with the increase in the portfolio yield of the MFIs. The highest median

OSS (116.1%) is for the category of MFIs with the portfolio yield between 35% and 40%, whereas, the

least median OSS is for the category of MFIs with the portfolio yield of less than 20%.  The median

OSS of the MFIs with portfolio yield of more than 40% is about 112%, which is even lower than of

the category of MFIs with the portfolio yield between 30% and 35%.

Of the MFIs having yield on portfolio below 20%, about 71% of them are found to be operationally

self-sufficient but about 32% of them have an OSS over 120%.  On the other hand, about 78% of the

MFIs, whose yield is between 20% and 25%, are operationally self sufficient and less than 24% of

them have an OSS of over 120%.

For the MFIs with yield on portfolio between 25% and 30%, about 81% of them have achieved

operational self-sufficiency and 36% of them have an OSS higher than 120%. Of the MFIs with

portfolio yield between 30-35%, more than 77% MFIs have an achieved self-sufficient, of these,

about 42% MFIs have an OSS greater than 120%. For the MFIs with portfolio yield between 35% and

40% and above 40%, all have achieved full operational self sufficiency and more than 27% and 20%

of them respectively have an OSS of greater than 120%.

Exhibit 6.3 - Variation in OSS based on yield on portfolio of MFIs
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However, it was found that of all the MFIs with portfolio yield over 35%, none have an OSS over

150%. All the MFIs with an OSS of over 150% have a portfolio yield between 20-30%. It was also

observed that 40% of the MFIs with an OSS less than 100% have the portfolio yield in the range of

20-30%.

6.1.4. Impact of OER on OSS

OSS increases with an increase in OER. OSS has a stronger correlation with OER than with

financial cost ratio of an MFI.

When we compared the relationship between OSS and OER of the MFIs, it was observed (in Exhibit

6.4) that the OSS gradually decreases with the increase in the OER. While the median OSS hovers

around 112% for the MFIs within the range of OER between 5% and 20% but we see signif icant

change in the median OSS beyond the either end of this range. The median OSS of the MFIs with

an OER less than 5% comes to 131.3%, whereas, the median OSS of the MFIs with an OER more than

20% is 81.2%. Almost all the MFIs with an OER more than 20% have portfolio size of less than Rs50

crores and nearly one-third of them have portfolio size of less than Rs10 crores.

Exhibit 6.4 - Variation of OSS based on operating expense ratio of MFIs

Of the MFIs having an OER of less than 5%, all have achieved operational self sufficiency. 60% of

the above MFIs have an OSS greater than 120%. Of the MFIs having an OER between 5% and 10%,

about 89% of them have achieved self sufficiency and 42% of them have an OSS greater than 120%.

Of the MFIs having an OER between 10% and 15%, about 98% of them are operationally self

sufficient. More than 83% of the MFIs with an OER between 15 and 20% are operationally self

sufficient. Only about 35% of the MFIs having an OER of greater than 20% have achieved opera-

tional self sufficiency and none of them have an OSS above 120%. This reflects a direct correlation

between OER and OSS, the higher the OER, lower the OSS.

More than 55% of the MFIs with an OSS less than 80% have financial cost ratio of less than 8%, while

in the case of the MFIs whose OSS is over 120%, only about 8% of them have such financial cost

ratio below 8%. It is also observed that more than 83% of the MFIs with an OSS less than 80% have

an OER of more than 20%, while none of the MFIs with an OSS more than 120% have an OER of more

than 20%. Thus, it can be concluded that OSS has stronger correlation with OER of the MFI than

with the financial cost ratio of the MFIs.
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6.2. Return on Assets and Equity

6.2.1. Distribution of MFIs based on return on assets and equity

The profitability position of Indian MFIs is reasonable with median ROA and ROE of 1.6% and

11.5% respectively.

The distribution of MFIs based on various bands of ROA is depicted in Exhibit 6.5 below. The

median ROA of all the MFIs in the sample is 1.6%. About 22% of them MFIs have negative ROA,

which means about 78% of the MFIs are making operational surplus. More than 63% of the MFIs

have an ROA more than 2%, about one-fourth of them have an ROA more than 4% and about 10%

have an ROA over 6%. The maximum percentage of the MFIs (20.1%) have an ROA between 2%

and 4%.

Exhibit 6.5 - Distribution of MFIs based on return on assets

The median of ROE of all the MFIs in the sample is 11.5%. The maximum percentage of the MFIs

(23.7%) have an ROE between 0% and 10%, followed by the MFIs (17.3%) have an ROE more than 40%.

Nearly 39% of the total MFIs have an ROE of more than 20% and about same percentage of the MFIs

have an ROE between 0% and 10%. The distribution of MFIs based on various bands of ROE is

depicted in the Exhibit 6.6 below.

Exhibit 6.6 - Distribution of MFIs based on return on equity
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One third of the MFIs with negative ROE have a portfolio yield higher than 20% and about 55% of

these MFIs have a portfolio spread of more than 10%. This shows that a high yield or interest rate

not necessarily always translate to a high ROE.

6.2.2. Relationship between ROA/ROE and portfolio size of MFIs

ROA and ROE increase with the increase in the portfolio size of the MFI. The median ROA and

the median ROE for the 10 largest MFIs are significantly higher than of any other size categories.

The smallest MFIs have negative median ROA and ROE.

The median ROA and ROE of the 10 largest MFIs (with portfolio size of more than Rs500 crores)

are found to be 4.3% and 29.5% respectively, which are significantly higher than of any other size

categories. On the other hand, we found that the median ROA and the median ROE are     -0.7%

and -7.8% respectively for the MFIs with portfolio size of less than Re one crore. There is a steady

decline in both median ROA and ROE as we go down from the largest to the smallest size category

of the MFIs in the sample. Exhibit 6.7 below depicts the variation in the ROA and the ROE based

on the various bands of portfolio size of MFIs. For better understanding of the cost and the

income structure of the MFIs of various sizes and their impact on the ROA and the ROE, the

median portfolio yield and the median OER have also been displayed alongside ROA and ROE.

Exhibit 6.7 - Variation in ROA and ROE based on the portfolio size of MFIs

Of the MFIs with negative ROA, about 80% of them have portfolio size of less than Rs10 crores.

None of the MFIs with portfolio size of more than Rs50 crores have negative ROA. 10% of the 10

largest MFIs (with portfolio size of more than Rs500 crores) have an ROA of over 6%, while, 60%

of them have an ROA between 4% and 6%. Hence, it is evident that there is a direct correlation of

ROA with the portfolio size of the MFI.
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6.2.3. Relationship between ROA/ROE and legal form of MFIs

The 'not- for-profit' MFIs have the highest median ROA and ROE across all legal forms of MFIs,

while, the 'for-profit' MFIs have the lowest median ROA and ROE.

As shown in Exhibit 6.8, the median ROA of the 'not-for-profit' MFIs is 1.3%, whereas, the median

ROA for the 'mutual benefit' MFIs is 1.4% and the median ROA for the 'for-profit' MFIs is 2.4%. The

reason attributed for higher ROA of 'not-for-profit' MFIs as compared to the 'for-profit MFIs is

primarily because most of the NBFCs are young in age and they have not reached higher profit

volume. Another reason could be the tax factor, which reduces the operational profit margin of

the 'for-profit' MFIs.

Exhibit 6.8 - Variation in ROA and ROE based on the legal form of MFIs

More than 73% of the MFIs with negative ROA are 'not-for-profit' entities, whereas, 20% of them

are 'for-profit' entities and less than 7% of them are 'mutual benefit' MFIs. About 27% of the all

'not-for-profit' MFIs, less than 13% of the all 'for-profit' MFIs and about 17% of the all 'mutual

benefit' MFIs have negative ROA. There are nearly 15% MFIs with an ROA between 0% and 1%. Less

than 8% of the 'not-for-profit' MFIs are in this range, about 26% of the 'for-profit' MFIs and about

25% of the 'mutual benefit' MFIs are in this range of ROA. Nearly 15% of the 'not-for-profit' MFIs,

about 21% of the 'for-profit' MFIs and about 33% of the 'mutual benefit' MFIs have an ROA between

1% and 2%. Nearly 22% of the 'not-for-profit' MFIs, about 19% of the 'for-profit' MFIs and about 8%

of the 'mutual benefit' MFIs have an ROA between 2% and 4%. About 15% of the 'not-for-profit'

MFIs and about 17% of the 'for-profit' MFIs have their ROA between 4% and 6%. 14 MFIs have an

ROA of greater than 6%, of which 10 are 'not-for-profit' MFIs, two are 'for-profit' MFIs and two are

'mutual benefit' MFIs. About 12% of the all 'not-for-profit' MFIs, 4% of the all 'for-profit' MFIs and

nearly 17% of the all 'mutual benefit' MFIs in the sample have an ROA of over 6%.
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6.2.4.  Relationship between ROA and average loan size

ROA increases with an increase in the average loan size of MFIs. However, median ROA remains

positive across all ranges of average loan size.

As shown in the Exhibit 6.9, the median ROA of the MFIs with an average loan size of less than

Rs5,000 comes to 0.8%, the median ROA of the MFIs with an average loan size between Rs5,000

and Rs8,000 is 1.6%, the median ROA of the MFIs with an average loan size between Rs8,000 and

Rs10,000 is 1.5%, the median ROA of the MFIs with an average loan size between Rs10,000 and

15,000 is 2.3%, whereas, the median ROA of the MFIs with an average loan size of more than

Rs15,000 is 3.7%. This clearly shows that ROA increases with the increase in average loan size of

MFI and indicates a strong co-relation between loan size and ROA.

Exhibit 6.9 - Variation in ROA based on average loan size of MFIs

It was also found that the MFIs with negative ROA, nearly less than 7% of them have an average

loan size of less than Rs5,000. Interestingly for these MFIs, the portfolio yield is higher than 20%,

the portfolio spread is more than 10% and the OER is higher than 30%. About 27% of the MFIs with

negative ROA, have an average loan size between Rs5,000 and Rs8,000. Again, 75% of the MFIs

with negative ROA and loan size between Rs5,000 and Rs8,000 have an OER greater than 20%,

although portfolio yield and the portfolio spread are in the higher ranges. It is noted that none of

the MFIs with an ROA of over 6%, have an average loan size below Rs5,000, whereas, more than

half of these MFIs have an average loan size of above Rs10,000. Hence, we see that the high ROA

is a factor of all the above factors - high average loan sizes, low OER and high yield and high

portfolio spread.

◆ ◆ ◆ ◆ ◆ ◆
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Appendix 1

Classification of MFIs

(a)  Size of MFIs:

Loan Outstanding (in Rs Crores) No. of Client (in '000')

<1 <2

1 and <10 2 and <15

10 and <50 15 and <75

50 and <100 75 and <150

100 and <500 150 and <750

>500 >750

(b)  Age of MFIs:

Age (in Years)

<2

2 and <5

5 and <8

>8

(c)  Region:

Region States/Union Territories under the region

North Uttar Pradesh, Uttarakhand, Punjab, Himachal,    J & K, Haryana, Madhya

Pradesh, Delhi

East Bihar, Orissa, West Bengal, Jharkhand, Chattishgarh

West Gujarat, Maharashtra, Goa, Rajasthan

South Andhra Pradesh, Tamil Nadu, Karnataka, Kerala, Pondicherry, Andaman

and Nicobar

North East Asaam, Tripura, Manipur, Nagaland, Sikkim, Arunachal Pradesh, Meghalaya,

Mizoram

◆ ◆ ◆ ◆ ◆ ◆
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Appendix 2

Glossary of Financial Terms and Ratios used

Portfolio at risk (>60 days)

Ratio of the principal balance outstanding on all loans with overdues greater than or equal to 60

days to the total loans outstanding on a given date

Operating expense ratio

Ratio of staff, travel, administration costs, other overheads and depreciation charges of the MFI

(non-financial costs) to the average loan portfolio for the year

Financial cost ratio

Total interest expense (incl. interest on savings) for the year divided by the average loan portfolio

for the year

Total expense ratio

Ratio of total financing expenses, loan loss expenses and operating expenses to the average loan

portfolio for the year

Yield on portfolio

Interest and fee income from loans to clients divided by the average loan portfolio for the year

Spread on portfolio

Portfolio yield minus financial costs (interest paid on borrowings, interest paid on deposits and

loan loss provision expenses) for the year

Capital to total assets

Ratio of net worth to total assets.

Return on assets

Ratio of net operational income (operating profit/loss) for the year to average total assets

Return on equity

Ratio of net operational income (operating profit/loss) for the year to average total net worth

Operational Self-Sufficiency

Ratio of total income to total expenses for the year

◆ ◆ ◆ ◆ ◆ ◆
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Appendix 3
List of MFIs based on Client Outreach including Legal Form and Area of Operation

(a) List of MFIs with client outreach less than 2,000

S.No. Name of the MFI Region Legal Form

1 Adarsh Nari Shakti Mahila Swablambi Sahakari Samity Ltd. E Society

2 Adarsh Shiksha Samiti W Society

3 Anjali Microfinance E NBFC

4 Archies S Society

5 Banki Anchalika Adibasi Harijan kalyan Parisad E Society

6 Barasat Unnayan Prostuti E Society

7 Batika E Society

8 Bhoruka Charitable Trust W Trust

9 Bihar Development Trust E Trust

10 Bureau of Obligate and Accompainer for Rural Development E Trust

11 Brain Society S Society

12 Chaitanya Indai Fin Credit Private Limited S NBFC

13 Dar Credit & Capital Ltd W NBFC

14 Darbar Sahitya Sansad E Society

15 Development Initiative For Self Help & Awakening W Society

16 Dibakar E Society

17 Dmatrix Development Foundation W Cooperative

18 Global Welfare Society NE Society

19 Grameen Mahila Swayamsiddha Sangh, Rajgurunagar W Society

20 Gramiya Social Welfare Society S Society

21 Gramyasheel E Society

22 Harijan Advashi Shikshan Prashpkshan Kalyan Sansthan E Society

23 Institute of Rural Credit & Entrepreneurship Development W Society

24 Jagaran Nari Shakti Mahila Swablambi Samity Ltd E Society

25 Jan Chetna Sansthan W Society

26 Jan Sewa Parisad E Society

27 Jawahar Social Welfare Society S Society

28 Jeevan Jyoti, Asthawa E Society

29 Karanpura Vikas Sangh E Society

30 Mahila Vikash Prathamika Sanchaya Samabaya Ltd. E Cooperative

31 Manav Rozgar Kshamta Vikas Sansthan W Society

32 Mass Care International E Society

33 Matashree Gomati Devi Jan Seva Nidhi W Trust

34 Nandi Integrated Rural Development Society S Society

35 Nav Jagriti E Society

36 Organization for Rural Survival NE Society

37 Orissa Rural Infrastructure Development Association E Society
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S.No. Name of the MFI Region Legal Form

38 Pahal N Society

39 Pahel Livelihood N Sec. 25 Co.

40 Pargati Nari Shakti Mahila Swablambi E Society

41 Pragati E Society

42 Progress W Society

43 Sahyogini, Abhigyan Disha E Society

44 Sakhi Samudaya Kosh W Sec. 25 Co.

45 Samarthan Weakling Development Foundation E Sec. 25 Co.

46 Sambhav Social Service Organization N Society

47 Samruddhi Welfare Development Foundation W Sec. 25 Co.

48 Sapana Nari Shakti Mahila Swablambi Samity Ltd E Society

49 Sarvoday Nari Shakti Mahila Swablambi Sahakari Samity Ltd. E Society

50 Seva Mandir W Society

51 Shakti Nari Shakti Mahila Swablambi Sahakari Samity Ltd. E Society

52 Society for Human Equality People Health Education & Rural Development S Society

53 Society For Promotion of Youth & Masses N Society

54 Srijan Foindation E Society

55 Sugam Nari Shakti Mahila Swablambi E Society

56 Societal Upliftment & Rural Action for Job & Empowerment E Society

57 Tajpur Ma Saradamayee Nari Kalyan Samity E Society

58 Ujagar Nari Shakti Mahila Swablambi Samity Ltd E Society

59 Uttarakhand Microfinance and Livlihood Promotion Cooperative N Cooperative

60 Vaishali Swayamsidha Mahila Vikash Swablambi Sahakari Samiti E Society

61 We the People N Society

62 Women Empowerment & Micro Credit Services E Sec. 25 Co.

63 Youth Council for Development Alternatives E Society

64 Yukti Samaj Sewa Society N Society
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S.No. Name of the MFI Region Legal Form

(b) List of MFIs with client outreach between 2,000 and <15,000

1 Action for Social Adavancement N Society

2 Adarsha E Society

3 Agradut Polly Unnayan Samity E Society

4 Ajagar Social Circle NE Society

5 Anup Leasing Pvt. Ltd. N NBFC

6 Anupama Education Society N Society

7 Aprajita Mahila Sakh Sahakarita Maryadit N Society

8 Arasan Rural Devlopment Society S Society

9 Asha Nari Shakti Mahila Swablambi Sahakari Samity Ltd, Bidupur E Society

10 Asha Nari Shakti Mahila Swablambi Sahakari Samity Ltd.,Sahpur E Society

11 Ashajyothi Mahilabyudaya Society S Society

12 Bajkul Sports Association E Society

13 Bal Mahila Vikas Samiti - VAMA N Society

14 Barasat Sampark E Society

15 Bazari Global Finance Ltd. N NBFC

16 Belghoria Janakalyan Samiti E Society

17 Bengal Women Welfare Association E Sec. 25 Co.

18 Bhandar Nari Shakti Mahila Swablambi Samity Ltd E Society

19 Bharathi Women Development Centre S Society

20 Bhartiya Micro Credit N Sec. 25 Co.

21 Bright Association for Noble & Decent Human Understanding E Society

22 Burs E Society

23 Camel Mahila Mutually Aided Co-operative Thrift Society Ltd. S Cooperative

24 Center For Action And Rural Reconstruction E Society

25 Centre For Development Orientation And Training E Society

26 Chaitanya Institute for Youth & Rural Development S Trust

27 Community Services Trust S Trust

28 Coochbehar Khagrabari Relief Service E Society

29 Credible Microfinance Pvt. Ltd. E NBFC

30 Dakshin Budhakhali Improvement Society E Society

31 Destiny Finco Pvt. Ltd E NBFC

32 Dhosa Chandaneswar Bratyajana Samity E Society

33 Disha India Micro Credit N Sec. 25 Co.

34 Durganagar Sabuj Sangh E Society

35 Ecumenical Church Loan Fund of India S Sec. 25 Co.

36 Ekta Nari Shakti Mahila Swablambi Sahakari Samity Ltd. E Society

37 Fino Fintech Foundation W Sec. 25 Co.

38 Forum for Rural Environment & Economic Development S Society

39 Ghandi Samarak Grama Seva Kendram S Society

40 Gramalaya Urban And Rural Development Initiatives S SSec. 25 Co.
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S.No. Name of the MFIs Region Legal Form

41 Grameen Sahara NE Society

42 Guidance Society For Labour Orphans & Woman S Society

43 GUIDE S Society

44 Gyan- Ganga Nari Shakti Mahila Swablambi Sahakari Samity E Society

45 Hariyali. Jandaha E Society

46 HELP Microfin Foundation S Society

47 Hindusthan Co-op Credit Society Ltd. W Cooperative

48 HMF Financial Services Pvt. Ltd. S NBFC

49 Hope Integrated S Society

50 Human Development Centre E Society

51 Humana People to People India W Sec. 25 Co.

52 Innovative Microfinance for Poverty Alleviation and Community Transformation S Sec. 25 Co.

53 Ishara Foundation N Sec. 25 Co.

54 Jaago Samajik Arthik & Harit Vikas Sangthan N Sec. 25 Co.

55 Janodaya Public Trust S Trust

56 Jeevan Jyoti Kala Kendra E Society

57 Jeevika Development Society E Society

58 Kajla Janakalyan Samiti E Society

59 Kalighat Society for Development Facilitation E Society

60 Khandagiri Madhyamika Mahila Samabaya Sangha Ltd E Cooperative

61 Lok Biradari Trust N Trust

62 Margdarshak Development Services E Sec. 25 Co.

63 Micro Suppport S NBFC

64 MITR W Society

65 Mother Theresa Mahila Macs Ltd S Cooperative

66 Nai Disha Nari Shakti Mahila Swalambi Sahkari Samiti E Society

67 Nav Bharat Jagriti Kendra E Society

68 Navachetana Microfin Services Pvt Ltd S NBFC

69 NIDAN Microfinance Foundation E Sec. 25 Co.

70 Nirantara Community Services S Society

71 Oazoane S Society

72 Organization for Development Coordination E Society

73 Outreach S Society

74 Parama Mahila Samity E Society

75 Partner S Society

76 Peoples Action For Creative Education S Society

77 Planned Social Concern W Sec. 25 Co.

78 Prakruthi Foundation S Trust

79 Prayas Organization for Sustainable Development W Trust

80 Priyasakhi Mahila Sangh N Society

81 Pustikar Laghu Vyaparik Pratishtan Bachat & Sakh Sahakari Samiti Ltd. W,S Cooperative
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S.No. Name of the MFIs Region Legal Form

82 Roshan Vikas S Society

83 Rural Education and Action Development S Society

84 Saija Fianance Pvt. Ltd. E NBFC

85 Sambandh Finserve Pvt. Ltd. E NBFC

86 Sampada Trust W Trust

87 Sampark E Society

88 Samuha S Trust

89 Sanginee Secondary Co-op Ltd. E Cooperative

90 Social Action for Appropriate Transformation and Advancement in Rural Areas NE Society

91 Seva Rahara E Society

92 Shramik Bharti N Society

93 Siri Microfin Society S Society

94 Social Education and Voluntary Action-Micro Foundation of India S Society

95 Society for Model Gram Bikash Kendra E Society

96 Society for Promotion of Rural Empowerment and Development S Society

97 Sree Madhava Vidya Peetham S Society

98 Sri Vardan Socio Devlopment Foundation W Sec. 25 Co.

99 Sripur Swami Vivekananda Welfare Society E Society

100 Support E Sec. 25 Co.

101 SV Creditline Pvt. Ltd. N,W NBFC

102 Swanirvar E Society

103 The Mahila Vikasa MACTS Ltd. S Cooperative

104 The Saath Savings & Credit Cooperative Society Ltd. W Cooperative

105 The Share Mutually Aided Co-operative Thrift Society Ltd. S Cooperative

106 Trust Microfin Services E Trust

107 Ulkunda Tarun Seva Sangha E Society

108 Ushodaya Microfin S Society

109 Uttrayan Financial Services Pvt. Ltd. E NBFC

110 Virutcham Microfinance Ltd. S NBFC

111 Vivekananda Sevakendra-O-Sishu Uddyan E Society

112 Volunteers for Village Development NE Society

113 WSDS- Institute of Innovative Technology Transfer and Environment NE Society
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S.No. Name of the MFIs Region Legal Form

(c) List of MFIs with client outreach between 15,000 and <75,000

1 Ajiwika Society E Sec. 25 Co.

2 Annapurna Mahila Multi State Co-op Credit Society W Cooperative

3 Arman Financial services Limited W NBFC

4 Arunabhashree Society E Society

5 Asomi Finance Pvt Ltd NE NBFC

6 Bharat Sevak Samaj S Society

7 Capital Trust Ltd N NBFC

8 Center for Promoting Sustainable Livelihood E Society

9 Community Collective Society For Integrated Development S Society

10 CReSA Financial Services Pvt. Ltd S NBFC

11 Development Organization for Village Environment S Society

12 Fullerton India Credit Company Ltd. N,S,W NBFC

13 Gram Utthan E Society

14 Gramasiri S Society

15 Growing Opportunity Finance (India ) Pvt. Ltd. S,E NBFC

16 Hope Foundation S,E Trust

17 Indur Indtideepam Macs Federation Ltd. S Cooperative

18 Kotalipara Devlopment Society E Society

19 Krishna Bhima Samruddhi Local Area Bank S LAB

20 Liberal Association for Movement of People E,N Society

21 Lok Vikas Nidhi W Trust

22 Mahashakti Foundation E Trust

23 Manidham Grameen Savings Cum Credit Servicrs S,N Sec. 25 Co.

24 Mimoza Enterprises Finance Pvt. Ltd. N,W NBFC

25 Network of Enterpreneurship & Economic Development N,E Society

26 New Life S Society

27 Nirmaan Bharati Samajik and Arthik Vikas Sansthan N Sec. 25 Co.

28 Opportunity Microfinance India Ltd. S NBFC

29 People's Action for Transformation S Trust

30 People's Forum E Society

31 Pragathi Seva Samithi S Cooperative

32 Prochesta NE Society

33 Rashtriya Seva Samithi S Society

34 RORES Micro Entrepreneur Development Trust S Trust

35 Sahara Uttrayan E Society

36 Sanghatitha Mahila Macs Federation S Cooperative

37 Sewa Mutually Aided Cooperative Thrift Societies Federation Ltd. S Cooperative

38 Shalom Microfinance Ltd. S NBFC

39 Sreema Mahila Samity E Society
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S.No. Name of the MFIs Region Legal Form

40 Star Microfin Service Society S Society

41 Suryoday Microfinance Pvt. Ltd. W,S NBFC

42 Swadhaar FinServe Pvt. Ltd W NBFC

43 Swayamshree Micro Credit Services E Sec. 25 Co.

44 The Payakaraopta Women's Mutually Aided Co-operative Thrift and S Cooperative

Credit Society Ltd.

45 UNACCO Financial Services Pvt. Ltd. NE NBFC

46 Vedika Credit Capital Ltd. E NBFC

47 Welfare Services Ernakulam S Society

(d) List of MFIs with client outreach between 75,000 and <1,50,000

1 Adhikar Microfinance Pvt. Ltd. E,W,S Society

2 Community Development Centre S Trust

3 Hand in Hand S,N NBFC

4 Indian Association for Savings for Savings & Credit S Sec. 25 Co.

5 Janalakshmi Financial Services Pvt. Ltd. S,N,W NBFC

6 Mahasemam Trust S Trust

7 Rashtriya Gramin Vikas Nidhi NE Society

8 Saadhana Microfin Society S Society

9 Sahara Utsarga E Society

10 Sahayata Microfinance Pvt. Ltd. W,N NBFC

11 Sarala Women Welfare Society E Sec. 25 Co.

12 Sarvodaya Nano Finance Ltd. S,N,W,E NBFC

13 Sonata Finance Pvt. Ltd. N NBFC
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(e) List of MFIs with client outreach between 1,50,000 and <7,50,000

1 Arohan Financial Services Ltd. E NBFC

2 Bharat Integrated Social Welfare Agency E Society

3 BSS Microfin Pvt. Ltd. S,W NBFC

4 Cashpor Micro Credit N,E Sec. 25 Co.

5 ESAF Microfinance and Investments Pvt. Ltd. S,N NBFC

6 Future Financial Services Ltd. S NBFC

7 Grameen Financial Services Pvt. Ltd. S,W NBFC

8 IDF Financial Services Pvt. Ltd. S NBFC

9 Jagannatha Financial Services Ltd. E NBFC

10 S.E.Investment Ltd. N,W NBFC

11 Sanghamithra Rural Financial Services S Sec. 25 Co.

12 Satin Creditcare Network Ltd. N,W NBFC

13 SMILE Microfinance Ltd. S NBFC

14 SWAWS Credit Corporation Pvt. Ltd. S,W NBFC

15 Trident Microfin Pvt. Ltd. S,N,W NBFC

16 Ujjivan Financial Services Pvt. Ltd. S,W,N,E NBFC

17 Village Financial Services Pvt. Ltd. E NBFC

(f) List of MFIs with client outreach more than 7,50,000

1 Asmitha Microfin Ltd. S,N,W,E NBFC

2 Bandhan Financial Services Pvt. Ltd. E,W,N, NE NBFC

3 Bharatiya Samruddhi Finance Ltd. S,N,W,E,NE NBFC

4 BWDA Finance Ltd. S NBFC

5 Equitas Microfinance India Pvt. Ltd. S,W NBFC

6 Grama Vidiyal Microfinance Ltd. S NBFC

7 Share Microfin Ltd. S,W,N,E NBFC

8 Shri Kshethra Dharmasthala Rural Development Project S Trust

9 SKS Micro Finance Pvt. Ltd. S,W,E,N NBFC

10 Spandana Sphoorty Financial Ltd. S,E,N,W NBFC
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Notes :




