Micro Financial Sector Development and Regulation Bill 2007

A Bill that Institutionalises financial discrimination against the poor

By

Praveen Vishwas and Dr. Kshithij. Urs

dr_kurs@yahoo.com

preveenvishwas@gmail.com

Contents
Introduction 








3
Why was there no participation in the formulation of the bill? 

4

Past efforts of financial inclusion in Banks




5

Microfinance Institutions – Profiting from poverty? 



7

Banks or MFIs - What do the poor prefer?




8

Prime and Sub prime population





10

Financial Inclusiveness






11

MFI Bill 2007 facilitates downward social mobility 



12

Role of banks in defining the micro finance space



16

SUMMARY

The MFI Bill - What is it? / What does it do?



19

What it should be….







20
Introduction
Everybody needs external financial support sometime or the other in life. This statement would mean differently to different people and what it means to an individual would get expressed with different degrees of emotion. While for some it would be a ‘feel good’ possibility that would perhaps satiate the craving that one has had for some time. Like say that 40 inch plasma television that would really enhance the look of the living room and of course enhance the whole experience of television viewing in the evening with the family. And there are those for whom the possibility holds the hope of a better tomorrow (or even just a tomorrow), beyond the daily struggle to survive. While the two situations might lie at the two extremes of the fabric of society, one can well imagine a million unique scenarios faced by people living in the society, with their unique needs and more importantly the unique meaning the possibility of access to external funds lends to each one of them.

Having realized the importance of access to funds for every individual in our modern society, one has to only cast a cursory look at the extent to which people have access to funds or financial services and one realizes the large disparity in the picture. Imagine an individual in the city who is purchasing a second car for his family gets an interest free loan for up to Rs.1.5 lacs from the auto financing company. To top that, the purchaser has two other financing institutions ready to lend on similar terms or better. In contrast, an agrarian family in a rural part of the country wants to conduct the marriage of their daughter and is desperately seeking financial assistance through a loan of some sort. Their desperation drives them to the nearby money lender (the only individual who can afford to lend to the others in the village) who chooses to charge them 35% per annum for the loan.

In a nation of over 1.5 billion, unfortunately we have an overwhelming majority who are faced with the latter situation. Financial inclusion has been one of the biggest challenges since we achieved political freedom and a constitutional democracy. 

The Government of India has instituted Micro Financial Sector Development and Regulation Bill 2007, which was passed by the cabinet early this year and more recently tabled in the parliament. The bill is significant by any measure and entails far-reaching effects for the larger sections of the Indian society namely - the nation's poor. The poor have no means or access to mainstream financial services. While the need for a comprehensive approach has always been felt, it is but apparent, that any attempt like the current legislation being discussed, has to be carefully conceived and addressed considering the large population who stand to be affected by it. A regulatory bill of this nature could be a major defining moment in the evolution of India's fledging micro finance industry and at the same time institute an irreversible change process that one has to be aware of.   

Why was there no participation in the formulation of the bill? 

Considering the scope and dimension of a critical bill of this kind, one is but surprised at the near absence of any awareness among the general populace regarding the conceptualization of the legislation, its evolution as a bill, the parties involved in drafting it or more importantly any meaningful debate on the definition, its contextual relevance, or for that matter the fine print therein of this bill. Well, the 'low key' nature of this whole process has been quite unnerving for anybody who is outside of the closed loop of this legislation process. Imagine not being able to find a draft copy of the bill in any of the usual forum. (Fortunately, the more democratic 'Internet' produced a copy from a rather unlikely source - a critic of the bill who had penned his thoughts on the bill!!)

Going through the content of the bill, one cannot but wonder about the constitution of the team that drafted the bill. The overbearing influence of the Micro finance Institutions (MFIs) is too evident for comfort, to the extent that one begins to wonder if the bill has been participative in any sense at all. It appears as though the bill missed out on the inclusion of the key players or their representation in any form.

Topping the list of key players would be the Self Help Group (SHG) community. The nation is proud of the 'self help group' movement that has grown from strength to strength with the help of many organisations that have been in the forefront of this movement. It is these self respecting SHG units who probably have to a great extent defined the micro finance landscape than anybody else - both as customers and at the micro level as regulators in themselves. 

The NGOs in their own right hold a fund of knowledge and learning that this movement has gained along the way. It is a pity that we find that we are looking at regulating an industry without taking into cognizance its rich legacy through the participation of its key players - the self-help groups and the NGOs. Most glaring is omission of any representation by the large section of people it is meant to serve – the poor. We have seen this many a time in the past and are aware of the fate of such ‘best-laid plans’, which eventually turn up stillborn.

Past efforts of financial inclusion in Banks

To understand the dynamics of the present situation one has to appreciate the background and the story of the urban and rural poor and their slow and arduous journey towards the holy grail of financial inclusion. Historically, there have been many attempts at achieving financial inclusion of the larger population who did not have any formal means to it. The nationalizing of the 14 largest banks in 1969 was among the early major steps that to a great extent promoted larger coverage and spread of branches in the rural areas. While the coverage of branches improved, the presence of a branch near by did not ensure easy availability of financial services to a very large population due to them not being considered 'bankable'. The statutory requirement for collateral and the insistence of extensive documentation - excluded any borrowing opportunities for this large population. 

To alleviate this situation, a few NGOs took the initiative to 'enable' these people to receive financial services through a cooperative movement called the Self Help Groups (SHGs). This was done primarily with the women population. While the NGOs acted as the initiators and catalysts for the SHGs, the statewide initiative that created a framework for the financial inclusion of these people was the Bank Linkage Program. The program, developed and managed by NABARD, allowed SHGs to obtain loans from banks – commercial, rural, and cooperative banks. 

The banks lend to the SHGs and are eligible for NABARD refinance for these loans at an interest rate comparable to any other loans to the middle class. The program’s main claim to success has been the significant outreach achieved and repayment rates of over 95% (compared to other poverty lending programs that have had repayment rates of less than 50%). 

The success of the bank linkage program coupled by the reach and coverage provided by the - nationalized banks, the regional rural banks and cooperative banks - had made them the ideal vehicle for conducting micro finance activities. A RBI notification in 1991 further underlined this fact by instructing the banks to shore up their share of micro finance business under priority lending and to view it as a profitable and valid line of business. In a revolutionary decision banks were asked by RBI to grant loans to SHGs against a group promissory where repayment were largely based on social cohesion and peer pressure in the group and not insist on collaterals from the poor.   

In spite of tens of thousands of SHGs proving themselves with prompt repayment capacity, nationalized banks fail to be enthused. A very large section of the poor are still pariah to banks. The increased competition the nationalized banks are now facing from private multinational banks that have entered the liberalized banking section in India has spelt a further death knell to the process of SHG banking. Business reason now suggests that the nationalized banks focus and compete for the more lucrative and fast growing corporate banking and personal banking areas in these times of unprecedented economic boom. In the newly liberated and competitive banking industry there is an increased pressure on achieving the bottom line. Micro finance is perceived as a 'lesser' profitable area of business, which is more of a drag on the competitiveness of the bank as a whole. Coupled with this, is the fact that the thrust from the government and governing bodies like the RBI, through the various notifications like the 1991 are not being acted upon and the targeted growth of micro finance through the bank linkage program has suffered a major set back. 

Microfinance Institutions – Profiting from poverty? 

As if by chance, another trend emerged with the advent of a new breed of entrepreneurs who saw the poor as a large untapped opportunity to whom certain financial services and products could be offered at an 'extra cost' or ‘premium’ depending on how one chooses to look at it. These Micro finance institutions moved in to tap the opportunity while the banks were trying to scale down their exposure to micro finance.

These two major trends have considerably altered the nature and manner in which micro finance has been conducted in India with a move towards a professed free market which has essentially rendered the micro finance activity a purely commercial endeavor from what was once considered as a social out reach program. Amidst all this, the voice of the poor, has been lost and threatens to take them back to the days of exorbitantly high interest rates, stunting their dream of becoming 'bankable' in the near term

The MFIs, on their part realize the vast opportunity they are faced with and are determined to 'tap' this market with the vigor that a free market always promises. With the support of international financial institutions like the World Bank, the MFI lobby is determined to sideline banks from lending to the poor and use the vacuum created as a massive profiteering opportunity. The only thing that could spoil the party for the MFIs would be the continued presence of the nationalized banks, offering micro finance services at much lower prices/rates. Hence the policy makers and the forces to be - have been very subtle in excluding any mention of the role of banks in the evolving microfinance landscape. It is but apparent that a powerful lobby of micro finance institutions has played a near total role in guiding the draft of the bill to ensure a clear playing field for itself without much competition from the banks who can in their own right define the micro finance landscape. The idea of a micro finance lobby trying to exclude the banks is a irony of sorts when looking back, one realizes that, as has been the case in many parts of the country, the micro finance institutions’ original purpose and positioning was one of being an intermediate stage or a enabler for a SHG before it got linked to a bank. Looking at the present trend is reminded of the parable of the camel taking over the tent after nudging the sheikh out!!        

Some argue that the prospects of a free market do more good than bad. But we do not live in a perfect world and a ‘free marketplace’ can be quite non-democratic in forms of monopolistic tendencies. One could also see just the opposite of financial inclusion being achieved if one does not look at the current situation with little more than cursory attention. Picture this real life situation wherein a fair sized organization, with around 100 employees, banks with a bank X and has all its employees' payroll/salary accounts with the bank. The bank does not at the moment insist on a minimum balance, which is important for the employees considering the size of their deposits. One fine day some one high up in the bank decides a minimum balance would be 'nice to have' and all of a sudden 97 of the 100 employees are rendered 'unbankable' in one go and are forced to discontinue with the bank and look elsewhere. Imagine this in a macro context where all the institutions in the marketplace decide on a coordinated move like this. 

Banks or MFIs - What do the poor prefer?

The Association for Promotion of Social Action - A NGO which has been instrumental in promoting large scale SHG banking programs in urban areas in Hyderabad and Bangalore in South India since 1997 recently conducted an in depth survey across over 75 SHG groups, that was aimed at understanding the real needs of these groups. The survey also aimed at comparing the experience these groups had, being serviced by MFIs and nationalized banks. For this reason the survey picked SHGs who had had experienced banking with both - the MFIs and the nationalized banks. 

The findings from the survey have been quite revealing and the insights that it has offered are very relevant in the context of the micro finance regulatory bill. All the SHGs groups unanimously appreciated the fact that the MFIs to a large extent, had made them independent of the local money lenders and their unscrupulous ways in loan recovery resulting in loss of land and property and worse, loss of self respect. While the MFIs were a welcome change, the survey showed that it did little in providing relief from high interest rates, which continued to be a problem area. Further, incidental charges like the service charge, prompt fines for bounced cheques (even for technical reasons) and lower repayment periods have largely been pain areas for the people. 

On the other hand their experience with the nationalized banks have been bereft of all the above quoted issues and there has been a greater level of comfort and satisfaction experienced while dealing with banks whether it was with regard to the terms and conditions, level of documentation required or the absence of many of the incidental charges that the MFIs applied to their services. The lower interest rates have by far been the most encouraging and promising feature of the bank linkages and the survey shows an overwhelming evidence of groups having grown at a faster pace with a larger savings kitty once they were linked to banks. While the survey showed a unanimous choice of banks over MFIs across all groups, one area of concern that has been expressed has been the decreasing focus, noticed lately in banks, to promote and grow micro finance lending in their level of servicing these accounts. The overwhelming opinion is for more banks to extend micro finance and institutionalize this to a larger extent.

A review of the Micro Financial Sector Development and Regulation Bill 2007 shows a fundamental digression from the spirit of what constitutes a viable pro-poor legislation both in terms of its conceptualization and approach. 

We feel that an initiative of this scale which attempts to reach out to the large majority of India's urban and rural poor and give them easy access to financial services has to be 'Inclusive' in its approach. The bill in our opinion suggests quite the opposite with an attempt at excluding these very people from the purview of the social responsibility of the state and the state's institutions and rendering them at the mercy of the purported 'market forces'. This is seen in the context of the fact that the bill has only taken the MFIs into the context of this far-reaching initiative with no mention of the role of the scheduled and nationalized banks who, as outlined earlier in this article, have done a commendable job and have found much success in what they have been doing.

The bill chooses to define its present job in terms of identifying the economic segments, promoting financial institutions that can cater to these segments by recognizing them and providing a legal framework. This grossly falls short of the real perspective that a bill of this nature should focus on – that of being a powerful enabler for upward social movement of the nation’s poor through effectively promoting financial inclusion 

Prime and Sub prime population

Ideally, the program should have 'financial inclusiveness' agenda addressing the unique situation of the poor. It should be an outreach program, which gradually endeavors to increasingly bring in larger sections of this under privileged population into the financial system (fig.1.1). In terms of the banking terminology, the aim should be to gradually move the ‘sub prime’ segments of the population into viable ‘prime’ clientele. The terms ‘prime’ and ‘sub prime’ are widely used in the banking world. It primarily involves segmenting the customers and prospective customers in terms of how attractive they are to the bank in terms of the size of accounts, transactions, future growth etc. The more attractive segments would be designated as ‘prime’. While this allows the bank to decide what segments to focus on and target, it also tells the banks what segments it should limit its exposure and in certain other cases to completely steer clear (these would be the ‘sub prime’ segments). In the above-mentioned example of an organization with 100 people, the bank with which they had their salaried account decided to raise its minimum balance in savings accounts beyond their financial capacities for 97 of them. From the bank’s perspective these 97 people became sub prime overnight. Profitability is not the only intention with which a bank exists in a society. They are also important means for upward socio-economic mobility and the overall development of the society. The reverse trend in contemporary banking practices will lead to increased disparity between the rich and the poor disturbing the very foundation on which banks were evolved over the years.          

Financial Inclusiveness

Ideally, one can see a 2-step approach to achieve financial inclusion for the large population who currently do not have access owing to reasons that range from their being considered ‘sub prime’ or their remotely being located.

Step 1. 

To identify the population that is not able to have access to the mainstream financial services or are considered ‘un-bankable’ or ‘sub-prime’. Having identified the segment one would need to further understand their unique situation in terms of the reasons for their exclusion from the mainstream financial services and their unique needs for credit and other financial products.

Step 2

Address the fundamental reasons for exclusion and evolve programs, products and services that address their unique situation that will remedy current status of being ‘un-bankable’ and provide a roadmap for their financial inclusion into the mainstream system.




Fig 1.1 – A practical approach to achieving ‘Financial Inclusiveness’ 

An initiative and approach of this kind will have a strong social objective and agenda apart from being a mere poverty alleviation measure. The bank linkage program has been an outstanding example of this approach and has been widely regarded as a successful one both on counts of its objective of achieving financial inclusion and upward social movement. 

MFI Bill 2007 facilitates downward social mobility 

Contrary to the above described approach, we find the proposed bill seems have resigned to the existence of this large sub prime population and its inevitability. It has chosen to take the easy path of looking at it as a separate market segment that can serviced by a 'special' set of financial institutions that are willing to address this market. This only means that we are essentially isolating and redefining this large population and further taking it outside the purview of the state and its institutions' responsibility of leading the process of changing the status quo of these people, which has more of a social agenda than just pure business sense. This, at the very core means 'exclusion' and not the 'inclusion' that is being purported (fig. 1.2).

We find that the evolving scenario with the implementation of the bill, in its current form, could be something akin to the situation presented below

1. Going by the assumptions that have gone into the framing of the bill, the very large population of the country’s poor has been considered and labeled as ‘sub prime’ and the mandate to service this sub prime population has been given to the new players in the sectors - the MFIs

2. The absence of any mention of the role of Nationalized or private commercial banks in the bill, indicates that these institutions will be gradually weaned of their responsibility of extending their services and engaging the poorer segments of the population and limit themselves to playing a secondary role of lending to the MFIs. This would essentially alter the micro finance landscape in a negative way by removing the competitive edge and the competitive force from the market which is essential for any meaningful free market dynamics and would rather push things towards a oligarchic or worse a monopolistic trend.

3. Further the banks having stepped back from directly engaging with the poor would decide to float their own MFI subsidiaries that would be a front and an excuse to charge much higher rates than the rates they could charge, had they to service these segments staying in the banking framework.

4. The ‘prime’ or the ‘bankable’ segment will not be spared of the effects that a trend of this nature will bring. The banks will constantly endeavor to identify their ‘more profitable’ customer segments, which as a thumb rule will be the top 5 to 10% percent that gives the bank 90% of its business. They will constantly redefine ‘bankability’ and this will push more people into the unbankable category. Those excluded would be forced to move down stream into the sub prime segment and be serviced by the MFIs who would have a much higher cost attached to their services.  
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 MFIs
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Fig 1.2 – How the current bill is looking at affecting the situation

Reviewing the draft of the bill, some of the things that strike you as inconsistent with the desired objective of a bill of this nature and the contradictions therein are highlighted below:  

· The preamble says 'A Bill to provide for promotion, development and orderly growth of the micro financial sector in rural and urban areas to facilitate universal access to integrated financial services by the population...'. It is interesting to note that this fundamental and defining statement of the bill does not mention the word 'poor' people or the poor sections of the society. It takes a more rudimentary view in terms of ‘rural and urban areas' which we guess simply absolves them of any social responsibility and only gives it a broader 'market definition'

· The bill allows for financial services that can be extended based on security or a guarantee (Section 2-c in the bill document). This acceptance of this possibility goes against the way the SHGs work. One of the fundamental needs of such fledging groups is to be able to borrow without having to provide for any security against these loans

· The role of the cooperative banks is unclear. Do they come under the purview of the bill? If yes, what kind of an arrangement has been worked out with the state governments considering that cooperative banks come under the state list

· As emphasized and elaborated earlier in this article, the composition of the MF council sees no representation by representative women's groups or NGO forums that have been key in the evolution of SHGs and micro finance (Section 4 of the bill document). This would be a critical success factor for the bill 

· The bill gives a free rein to the MFIs to fix their own interest rates that they can charge their customers.  The interest rates that are currently being charged by the microfinance institutions in anywhere between 24% and 28% per annum. Add to this, other incidental charges like ‘service charge’ and we have an exorbitantly high cost to banking with the MFIs. Recently, a survey of SHGs in and around Bangalore was conducted to identify the various microfinance needs and their level of experience and satisfaction from the services that they have been using so far. The survey showed that while the entry of MFIs had delivered them from the clutches of the nefarious local money lender, the high cost of transacting with the MFIs in terms of high interest rates and other charges remained as the biggest pain point and limited the extent of improvement that transitioning from the money lenders to the MFIs had brought. 

· In addition, not having a model or a cap for the interest chargeable by the MFIs, could lead to some players who would get into Micro financing with short-term goals and with an idea of skimming the situation with high interest rates and then exiting when competition increases and a mature marketplace evolves. But in the context of a large and geographically dispersed population, it would be a while before we see a mature marketplace and any meaningful consolidation of the various players. With this in mind, it would be imperative for the bill to model and propose an interest rate cap or model that regulates the interest that is finally charged to the end customer. 

· The bill also allows MFIs to go beyond their primary intended purpose of lending to also solicit savings accounts. This move would elevate the MFIs to the level of banks. While one might argue that this would provide the MFIs a broader base of services that would also give them the leverage across these lines of business, it would amount to straying away from the purpose and the intended role that the MFIs were meant to address - that is of lending. The prospect of being able to solicit savings accounts could also attract individuals and institutions that have their eye on these funds and are nowhere in terms of sharing the social responsibility that is paramount for meaningful MFI activity.       

Role of banks in defining the micro finance space

The role of banks or rather the lack of any mention of it, is among the most critical aspects of the bill and definitely alters the overall theme of the initiative. The bill has little mention of what role the banks; nationalized banks in particular have in the evolving micro finance space. This is interesting, considering that these institutions until now were potentially the primary deliverers and vehicles for creation and promotion of a micro finance environment - in both the rural and urban scenarios. More importantly, these initiatives have had the benefit of having evolved over a long period of time and have been deemed as largely successful. Considering this, one wonders why the credit innovation program of bank linkages has not been incorporated into defining the micro finance landscape.

Another important dimension that the bank linkages of SHGs program has been the social dimension which also has women's empowerment and striving towards income generating activities among the SHGs which has improved their lot. These softer aspects of these programs are very significant and there is considerable learning’s to gain from them. Any 'future defining' programs should not only incorporate these models but also have these models guide the new institutions in defining the way ahead

To gauge the efficacy of banks in the micro finance environment one has to but look at the inherent advantages these institutions bring. With the tremendous reach that the nationalized banks have and the 'connectedness' the local populace feels towards these institutions, nationalized banks ought to be in the forefront of the initiative. They will also provide the much-needed benchmark and sanity check in a highly dynamic open market place, which can show tendencies towards monopolistic or drifting away from social sensitivities

The bank linkage program has quite a success in terms of -



- Increase in loan volumes



- Shift from non-income generating activities to production activities



- Excellent recovery record



- Reduction in transaction costs



- Large participation of women

The RBI working committee under the Chairmanship of Shri S.K Kalia - MD NABARD, in its report has opinioned that linking of banks has been cost effective, transparent and a flexible approach to improve accessibility of credit from the formal banking system to the unreached rural poor. It recommended that ".banks should treat linkage program as a big opportunity for reaching the rural poor and make it part of their corporate strategy”.          

Overall it is quite clear that the bill in the current form needs a re-look and it wouldn’t be going too far in saying that the bill needs a re-haul. The significance of the legislation lies in the broad framework it is able to provide - comprehensively addressing every aspect of the micro finance industry and not merely position itself as a legal framework for MFIs. It is imperative that a bill seeking to achieve financial inclusion should not be conceptualized excluding the very people it is trying to address. The nature of the legislation warrants a national level debate and it is critical for the process to be participatory and open rather than closed and assumptuous. The role of nationalized banks and SHGs cannot be undermined and any future scenario being envisioned has to have them among the key factors considering the rich legacy they bring to the process. Further, one has to be guarded against the natural inclination nowadays to vote and gravitate towards a no holds barred, ‘free market’ model when it concerns initiatives and legislations that are addressing the poor. A larger social agenda is paramount if upward social movement has to be achieved, which has been a constant process since the country’s independence and it is an agenda that has run parallel to the various poverty alleviation initiatives since. This bill offers the golden opportunity for the nation to address both these objectives comprehensively. Let us not miss the opportunity due to our short sightedness and the temptation to oversimplify the situation and amend it. Lets remember any deficit in the conceptualizing or setting the objectives for the bill will put us on a path we might find difficult to change or make mid way course corrections. Lets not lose this remarkable opportunity to achieve that vision of a truly democratic India in every sense…politically, socially and economically!!

SUMMARY

The MFI Bill - What is it? / What does it do?

· This bill with enormous impact on the lives of the poor has been drafted, passed by the cabinet and tabled in the parliament without any public discourse, or debate.

· There is hardly any mention of the poor in the bill as it primarily intends to enable MFIs to lend to what banks usually describe as the ‘sub-prime’ population and not to the poor.

· The bill has underplayed the significance of the SHG movement and has not leveraged the legacy that this movement has brought to the evolution of micro finance in India. 

· Similarly, the bill has undermined the role that the nationalized banks have played in creating the groundwork and institutionalizing microfinance in the country. The bill does not define any significant role for the banks in the future landscape of microfinance 

· The bill, by allowing MFIs to mobilize resources through savings has effectively elevated them to the level of banks. The prospect of mobilizing funds through savings accounts could attract individuals and institutions who do not relate to the social responsibility of the MFI’s task and could lead to entry of players who are looking at the short term rather than the long term 
· Without a cap in the interest rate charged by these MFIs, the situation of the poorer sections of the society is not going to be significantly altered since high interest rates have been the biggest pain area for these people, which has been very evident across many surveys that have been conducted.
· Overall, the bill limits its scope to defining the microfinance space and providing a legal framework to conduct business.

What it should be….

· A bill which is as far reaching as the ‘Micro Financial Sector Development and Regulation Bill 2007’, and which is going to unalterably define the micro finance industry for the future, should be participatory in the true sense. It is important to have a national debate on what the bill is trying to achieve and should include the key players    

· The bill should be redrafted to be more than providing a regulatory framework for MFIs. A significant bill of this nature should be viewed as a social initiative that addresses financial inclusion and upward social movement       

· Microfinance, to date, has to a very large extent evolved in the context of the SHG movement. The bill should address the unique model of SHG lending in a more comprehensive way involving the SHGs and their federations to bring their experience and learning to the table, while drafting the bill 

· The SHG bank linkage program has widely credited for institutionalizing microfinance. The program has also provided a model, which has been deemed successful. It would be a pity if the model is not given the right emphasis. In fact, banks should be at the forefront while defining the future of microfinance in India considering their reach, the head start they have had in micro finance, the good will they enjoy among the local populations

· The role of the MFIs should be more clearly defined and it is highly recommended that they focus on the lending as aspects alone.  This would ensure that only the more serious players would enter the field and focus on lending which is the primary need

· It is important that the bill regulates the interest rates. High interest rates will definitely undermine the spirit behind microfinance initiatives and will impede the process of upward social movement which is the desired by product of the financial inclusion that a healthy microfinance environment provides      

Current Scenario 
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