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The 2015
budget proposed by the
Government of India
includes the creation of
a “Micro Units
Development
Refinance Agency
(MUDRA) Bank”. The
Government has
allocated Rs.20,000
crore for this initiative,
with a credit guarantee
bonus of Rs.3,000
crore. Soon after this
was announced, the
Prime Minister
launched the MUDRA
th
bank on April 8 , 2015.
The primary objective
of this bank is to “fund
the un-funded”, drawing parallels with the “banking the un-banked” model. The Government encourages the micro
finance sector across institutional and operational functions to pursue MUDRA Bank's objective because it
acknowledges that “small business units” play a significant role in GDP growth and employment. They recognize
that this is a key delivery channel at the grass-roots level.
Micro Finance Institutions are crucial in the quest for inclusive growth in India. In recent years, the Reserve
Bank of India (RBI) has declared NBFC-MFIs a sub-category of its own; this directive provided a well-defined
structure and framework for micro finance. Beyond influencing the NBFC-MFI business model, the RBI also greatly
influenced a wide range of MFI
businesses that were operating as
non-profit (NGO-MFI) and mutually
aided societies (cooperatives).
In addition to these
directives, there were numerous
other noteworthy policies and
regulatory developments: the
introduction of Small Finance Bank
and Payment Bank, the inclusion of
NBFC-MFIs under the Business
Correspondent (BC) model, the
appointment of SROs and of course,
the recent launch of MUDRA bank.
These guidelines and plans

will have an enormous impact on financial inclusion, and could potentially alter the landscape of the entire micro
finance sector going forth.

Object of the Summit :
In order to bridge the
knowledge gap in the
microfinance sector, to
formulate a better business
strategy, and to promote
effective partnerships and
collaboration, it is necessary
to bring practitioners,
bankers, policy-makers, and
researchers together with a
common forum. To this end,
the Associate of Micro
Finance Institutions – West
Bengal, along with its
member MFIs and
knowledge partner IFMRLEAD – is hosting its 2nd
Banking Summit titled,
th
“Funding the Unfunded: Scope, Opportunities, and Challenges” on May 20 , 2015 at the Park Hotel, Kolkata. The
objective and purpose of the summit is to actively engage key stakeholders in discussions relevant to current and
future aspects of financial inclusion. All the esteemed participants will discuss the scope, opportunities, and
potential challenges under the current policy regime, specifically under the MUDRA BANK, on the path towards
greater financial inclusion.

Host
The Association of Micro Finance Institutions - West Bengal (AMFI - WB)
AMFI-WB is an institution which endeavors to promote and develop micro finance in the state of West
Bengal. Founded as a self-regulatory organization, and registered as a Public Charitable Trust in 2010, AMFI-WB
encompasses a community of micro finance organizations that operate in West Bengal.
It was formed to deliver better services to the poor, thereby helping these populations improve their
standards of living. AMFI-WB envisions a community of micro finance institutions who are committed to initiating
a significant change in the lives of the poor, especially women. With a membership of 24 Micro Finance Institutions,
AMFI – WB currently caters to around 40 lakh poor women by providing them with financial services, especially
micro credit.
Their primary goals include: encouraging MFIs to maintain healthy relationships with banks, ensuring that
MFIs stay on track and focused with the guideline prescribed to them, and mediating between various government
officials and other important sector stakeholders. AMFI – WB regularly conducts stakeholder meets at the district
level, management development programs for its members, micro finance industry-related seminars & workshops,
and member meetings on matters of mutual interest.

Our Mission
The sole objective of AMFI-WB is to initiate a significant change by empowering the poor, especially
women, who are socially disadvantaged and economically exploited. With this objective, AMFI-WB monitors
MFIs to ensure that they are compliant with the RBI guidelines and that they adhere to the Codes of Conduct
prescribed by the RBI, MFIN, and Sa-Dhan.
It boasts of being a 'first-of-its-kind' initiative in the state's collective fraternity of key MFI players. It is a
unique effort, and has been instrumental for the enhancement of income-generating activities among poor women
through the help of micro finance services in the state.

Knowledge Partner
Institute for Financial Management and Research (IFMR LEAD)
Leveraging Evidence for Access and Development
IFMR LEAD is a non-profit research organization
representing more than a hundred researchers and extensive
field teams, as well as academics from around the world. It
conducts high-quality scalable action research and outreach
in development economics and finance. We are dedicated to
leveraging evidence-based research to further economic
and financial development of poor people living in India
and other low-to-middle income countries.

Our Mission
We are driven by the belief that innovative action,
paired with rigorous research generates a distinct public
good that promotes human freedom and capability to lead
better quality lives. To have any bearing on social, environment,
and economic change, the fruits of research must be integrated into markets, policies, and practice, bridging the gap
between the often disparate world of academic research and practitioners or policy makers.

About Guest, Speakers and delegates :
Key speakers and participants included: senior
officials from RBI, NABARD, SIDBI, distinguished
members of the banking sector, eminent speakers from
MFIN and Sa-Dhan, prominent personalities from the
micro finance industry, renowned speakers from rating
and insurance companies, and senior officials from
knowledge partner IFMR-LEAD. Among the
distinguished attendees were: Director, Treasury &
Accounts and Secretary, Finance Department Parwez
Ahmed Siddiqui, RBI Regional Director Rudra Narayan
Kar, NABARD CGM T S Raji Gain, UBI CMD P Srinivas,
UCO Bank CMD ArunKaul, Village Financial Services'
Founder and Chairman Ajit Kumar Maity, Ujjivan Micro
fin an ce Fou n d er an d MD S amit Gh os h , Ban d h an MD Chandra Shekhar Ghosh, Arohan Founder and
CEO ShubhankarSengupta, VFSPLKuldipMaity, SaDhanCharimanJagadananda, MFIN CEO Alok
Prasad, West Bengal IDFC MD Ashok Kumar Das,
TamalBandapadhyay (Mint).

Opening Ceremonies
Introduction to the Conference
Mr. Kuldip Maity (VFS) opened the
event with an inaugural statement about the
need for “the government, regulators,
banks, and MFIs to work together to realize
the vision of funding the unfunded”. He
discussed the initiatives taken by the Micro
finance industry in West Bengal towards
greater transparency and monitoring. He
also stressed that cooperation between
various stakeholders is vital to achieving the
vision of funding the unfunded.
Mr. Subhankar Sengupta (Arohan)
then raised the critical issue that West Bengal,
Orissa and the other Eastern States rank very
badly on terms of financial inclusion when
compared to the other states – they are the
most excluded. Micro finance which is an important link to bridge the gap on financial inclusion has reached only 20
percent of the population. Currently, according to AMFI members' data, only 4.5 lakh customers are being served,
amounting to a portfolio of Rs. 6000 crores. He proposed a partnership model between banks and MFIs as an avenue to
ensure savings to the poor.

Welcome Address :
For the Welcome Address, Mr. Ajit Kumar Maity (VFS) spoke about the role of AMFI-WB in maintaining a
healthy environment amongst its members. He also discussed the new developments in the finance sector and the
possibilities of MFIs playing a greater role in the financial sector.

Key Note Address:
Mr. Chandra Shekhar Ghosh (AMFI-WB) gave the Key Note
Address and focused on the need for digital innovation in the micro
finance sector. The banking sector has channelized the gains from
digital platforms which is evident from the increase in the number
of online banking transactions. The microfinance sector cannot
replicate the model of the banking sector, and it should not aspire to
do so in any case. It should identify the appropriate component of
digital finance and ensure it reaches the lowest level of operations –
field level transactions. The main advantages that were identified
by him are the easing of congestion and reliable real time data which
in turn will ensure that there is transparency in field level transactions
and improve the monitoring of the organizations. Digital platforms are required to ensure that complete financial
inclusion is achieved, since only one-third of the population has been reached. The need for innovation in terms of
products and services was also an area where Ghosh stressed that there was an immediate need. It can be a bouquet of

Inaugural Address :
Mr. Rudra Narayan Kar, Regional Director,
RBI took the stage to focus on the importance of profits
while also ensuring that business models follow ethical
practices. This includes using best practices codes
which can be drawn from the lessons that were learnt
during the micro finance crisis, as well as an
understanding that clients – who constitute a major
stakeholder – are not as comprehensively aware of the
nuances of finance. The linkages between banks and
MFIs have shown great progress in the Eastern regions;
however, as already noted, there is still plenty of
opportunity to cater to these client segments.
Mr. Parwez Ahmed Siddiqui (Govt. of West
Bengal) stressed that banks cannot be everywhere,
therefore, MFIs have a responsibility to fill in the gaps. For
this to become a reality, MFIs need to think differently and
offer a package of services that appeal to specific segments
of the population. Currently, only 4% of the SME sector
borrows from the organized financial sector, so there is
clearly much scope for lending to small and business
enterprises.

Special Address :
Smt. Raji Gain (NABARD) outlined the credit
requirements of the poor. She questioned “how many MFIs have
really penetrated the poor. Penetration to the unbanked and
unreached is extremely important.” The role of Going beyond
simple access to banking, the role Microfinance Institutions in
financial literacy is as important as actual profits and profits. A
“credit-plus” approach is required with both forward and
backward linkages – a dynamic system that ensures you are not
burdened with all the responsibilities yourself. She argued for
“livelihood-based-investment-credit”, whereby the scope of
MFI operations can be made deeper and wider.
Both Mr. ArunKaul (UCO Bank) and Mr. P. Srinivas (UBI) explained that this MFI market is a demandsdriven scenario where MFIs offer products and processes for which there is a demand. Consequently, with the particular
target group, these demanded products are going to be different and hitherto not offered by formal banking organizations.
Banks certainly have the funds, but MFIs need to filter their responsibilities to take their activities to the next level.

Mr. Alok Prasad (MFIN) addressed the audience and discussed West-Bengal-specific data. He pointed out that
West Bengal is the number 1 state for microfinance in India. 15% of the whole industry portfolio is in West Bengal.
Furthermore, growth statistics are equally as promising: 55% growth in just one year. With these optimistic numbers, he
was followed by TamalBandyopadhyay who believes that the MFI industry is at a crossroads.

Mr. TamalBandyopadhyay (MINT) said that “developments in the past year have been disruptive in nature”
and that doing forward this next year, Small Finance Banks are an opportunity for MFIs to move towards a banking
model. He mentioned MUDRA Bank and stressed that while the banking industry has only grown by 9%, MFIs have seen
a much greater trend of growth with more than 50%. Yet, despite this growth, the MFI sector is less than half a percentage
point of the banking industry. He thinks there is inequality in the lending sector, with the corporate sector receiving the
largest share. Microfinance does well because of the inefficiency of the banking sector. However, now, the banking sector
is currently targeting people in the hinterlands directly. MFIa will undergo a radical change in the next few years – in the
70 odd applicants for small finance banks, the majority are from large MFIs.

Technical Session I:
MUDRA Bank and Small Finance/Payment Bank: Scope, Challenges and Opportunities for MFIs(Panel discussion)

The first session was about MUDRA Bank and Small Finance/Payment Banks. Mr. Jagdananda (Sa-Dhan) and Mr. S.
Ramakrishnan (SIDBI) began the session by explaining the proposed role of MUDRA and the rationale behind it. The mandate of
MUDRA is to “ensure last-mile-connectivity”. They brought up the issue of the Tribal Hinterlands where reaching them is
difficult, technological advancements need to be tailored accordingly, and financial literacy cannot be disregarded.
On the panel, Mr. Alok Prasad answered his own question of “Why
MUDRA” with explaining how large of an opportunity it is. He cited the
estimate that the size of the unfunded market is half a trillion US dollars.
MUDRA as an NBFC will be a statutory regulatory organization. MUDRA is a
single overarching regulator for the MFI sector; the RBI did not want to be the
sole regulator. He further talked about how the industry needs to reinvent itself
– JLG loan and group lending will be history and everyone needs to look ahead
to “reimagine microfinance”.
Mr. Ashok Kumar Das (WB Infrastructure Development Finance
Corporation Ltd. )then added that MUDRA should not only perform a
regulatory role, but should also play a development role within the MFI
industry. Financial literacy programs are essential and should be implemented
to further ensure that MFIs can transfer the benefits of increased formal
financial access to the poor.
Mr. Samit Gosh (MFIN and Ujjivan) then detailed more nuances of
MUDRA bank. The original concept for MUDRA bank was by K.V. Kamath. It
is a humungous opportunity for 5.6 crore entrepreneurs who need funding.
From the government's perspective, the industry is not able to grow at the pace
that the government wants, and they cannot provide employment for the people
entering the labor market. Funding micro enterprises will provide more jobs to more people. Given that refinance
agencies and simultaneous regulators has not worked in other parts of the world, what is the future of MUDRA? For now,
NBFC-MFIs will continue to be regulated by the RBI. MUDRA Bank and the RBI need to make sure their regulations align.

Special Session I:
SRO: Scope, Responsibilities, and Expectations (Panel Interview and Discussion)
Mr. P. Satish talked about the need for self-regulation, and mentioned
that here was a call for an SRO in 1999. He cited a German Cooperative Sector
as an example of an SRO. With MUDRA Bank, there is an increased probability
of irresponsible lending which might increase the need for an SRO. He said that
there was no progress in the customer grievance redressal. Customer grievance e
redresaal systems need to be out in to place by MFIs. Then he discussed the
procedures when two SROs exist, as is the case now. With an increase in loan
size, group guarantees stop being effective. Therefore, there is a need to set goals
for field staff: group guarantee mechanisms wont. He then spoke about the role
of state level organizations in SRO mechanisms. They need to accept the code of
conduct. Credit bureau reporting and compliance with RBI regulations need to
be implemented by the state chapters. The benefits of registering with a SRO
include having the lenders who want you to be a member of a SRO, which is
good for business.

Special Session II:
Initiatives to Meet the Future Knowledge Requirements
IFMR-LEAD led a presentation (by Parul Agarwal) to highlight the latest trends in research and development in
the sector. With experience in conducting rigorous impact evaluations, the audience and participating members were
eager to pose key questions pertinent to the evolution of the MFI sector. While the standard JLG-loan model has been
looked into and analyzed to understand the impact of this product in rural communities, there is a need for evolution of
financial products offered. So far, raiding liability, selling savings products, expanding pension schemes and insurance
products to the poor have not been very successful. There is a move to become more involved with the MSME sector – the
growth of MFI operations has become difficult because of all the RBI guidelines.

Technical Session II:
Strengthening the Business Alliance under
the New Policy Regime : Scope, Opportunities
and Challenges (Panel Discussion)
While Micro Finance Institutions play a crucial
role in the quest for financial inclusion, their business
alliance with banks and other support institutions is
pivotal to achieving the larger goal of inclusive growth
in India in the coming years. However, the
microfinance sector has experienced several
fluctuating phases of crisis and progress. The recent
regulatory reforms – the introduction of MUDRA Bank,
Small finance banks, Payment banks, the inclusion of
NBFC-MFIs under BC model, etc. – widen the scope
for the microfinance sector. It can serve diverse client segments and it can offer multiple products (specifically for
savings) with different capacities and roles.
The last technical session of the day revolved
around NGO-MFIs vs. NBFC-MFIs. Currently, rating
agencies have the same structure and ratings for both. They
need to differentiate between the two and have separate
policies to cater to both. Preiti Agarwal (Care Rating)
maintained that they try to analyze MFIs from a risk
perspective and that financial flexibility is given by the
RBI. She mentioned 4 parameters to assess this risk and
linked them to the overarching themes of stability and
sustainability. Sudhir Narayan (CRISIL) then noted that
rating parameters have not changed in the past 5 years.
Since then, risk perspectives will have varied and there is a
need to take into account market-driven risk also. They are
working on best practices, and plan to proceed with caution. Going forward, he warned that the challenge for MFIs will be
high-ticket-sized loans.

Special Session III:
Micro Insurance – Mitigating the Risk for Poor Households
At the end of all the sessions and discussions, insurance companies (Bajaj Alliance Insurance Company Ltd.,
Future Generali India Insurance Company Ltd., Ten Force Technologies Pvt. Ltd.) were given a chance to display some
recent innovations and digital advances that they have made in their quest to appeal to rural populations. This 'MicroInsurance' session concluded the day's proceedings, and Mr. Kartick Biswas (AMFI-WB) gave the vote of thanks to the
whole audience.
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The Tale of a City

AMFI-WB Banking Summit 2015 organizes in Kolkata
Posted on May 20, 2015 by Editor
The 2nd AMFI-WB Banking Summit
was held in Kolkata. AMFI which stands for
Association of Micro Finance Institution held
the conference in order to engage the key
stakeholders to ensure a well-informed and
supportive environment for MFIs to move
forward.
Mr. Parwez Ahmed Siddiqui, Director,
Treasury & Accounts and Secretary, Finance
Department,
Mr. Rudra Narayan Kar,
Regional Director, RBI-Kolkata, Ms. T. S.
Raji Gain, CGM NABARD, Mr. P. Srinivas,
CMD, UBI, Mr. Arun Kaul, CMD, UCO Bank,
Mr. Ajit Kumar Maity, Founder and Chairman,
Village Financial Services, Mr. Chandra
Shekar Ghosh, MD, Bandhan, Mr. Samit
Ghosh, Founder and MD, Ujjivan Micro finance, Mr. Kuldip Maity, MD & CEO, VFS PL, Mr. Shubhankar Sengupta,
Founder and CEO Arohan, Mr. Jagadananda, Chariman, Sa-Dhan, Mr. Alok Prasad, CEO MFIN Mr. Asok Kumar, MD
West Bengal IDFC were present as key speakers at the summit.
The industrial honchos made it clear that there is enormous scope for MFIs to increase penetration in the eastern
states of India like West Bengal, Bihar, Assam etc. The forum also debated on the scope, challenges and opportunity of
MUDRA Bank.
Mr. Kuldip Maity, MD & CEO, Village Financial Services (VFS) commented Once MUDRA Bank starts
working, there will be a good credit flow in this non banked segment through MFIs.
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