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Abstract

The Microfinance Institutions operating in New Delhi, India are still in their infancy stage.
The performance of Institutions is dismal and awareness among the marginalized section is
minimum. Thus, primary data on selected Microfinance Institutions (MFIs) operating in
New Delhi has been collected and analyzed to evaluate the performance of the institutions.
For the selected case situations of chosen NBFC-MFIs, cross comparison among the
institutions would help us conclude the best operating MFI and grade all others. Relevant
suggestions for other institutions would be provided.

Keywords: Microfinance, Microfinance Institutions, Performance Evaluation.

1. Introduction

Micro Finance is the provision of credit and other financial services to the poorest of the
poor. These needy people have been out-rightly secluded from the formal financial sector
due to non-possession of collaterals with them. They form the majority of the population in
any developing country, including India. Thus, it becomes customary to cater to their credit
requirements for a holistic development of the nation. In such an environment, Micro
Finance Institutions (MFIs) and other similar lending agencies have evolved to provide
micro credit for short duration to this needy group. The loans are mostly collateral free and
provided at high rates of interest to cover the high operating costs of the institutions. Such
institutions provide hopes of a poverty free nation to many. Such ideology has been initiated
by Muhammad Yunus, who received Nobel Peace Prize in 2006 for forming Grameen Bank
and coining the concepts of Micro credit and Micro finance. According to him, Micro
Finance- extension of small amounts of collateral free loans to jointly liable poor group
members for self-employment and income generation- has become a major tool of
promoting inclusive growth and sustainable development.

The Micro Finance Industry is unique in nature due to its double bottom line objective of
Outreach (reaching large number of poor) and Sustainability (ability to cover costs and earn
profits in the long run). Thus, the strategies followed by other industries cannot be replicated
to the Micro Finance Industry. The Micro Finance Institutions have been operating for quite
long now, but fail to address the problems of the poor and sustain themselves in the long
run. Such a scenario is more prevalent in the Northern region of the country, particularly
Delhi. The reasons for their ultimate failure are varied. The institutions lack foresightedness,
professional staff, Government support, appropriate financial policies, sound and strict
repayment mechanisms; and adequate monitoring of client base, technology, infrastructure
and the like. By keeping these facts in mind, I have chosen the topic ‘Performance Evaluation
of Microfinance Institutions in New Delhi, India’ to understand the overall performance of
the Industry in the capital of the country.
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Performance Evaluation of the Microfinance Sector in India and its
Neighbouring Countries: A Comparative Analysis

Kanishka Sethi* Reshma Nasreen** and Matloobullah Khan***

ABSTRACT

A strong presence of the microfinance sector has been felt in many developing
economies of the world. Thus, the objective of this paper is to analyse and -compare the
performance of the industry in six South Asian countries namely Bangladesh, India,
Pakistan, Afghanistan, Nepal and Sri Lanka which are geographically near to each
other. To evaluate the performance of these countries, Fixed Effects panel data
estimations in E-views has been used. A significant difference in performance has been
witnessed on all 14 parameters of performance. Extensive manual calculations have
been done to compare and rank the countries based on the selected parameters.
Bangladesh bags the first position closely followed by India while Afghanistan ranks
last. A theoretical framework has been developed to understand and analye the reasons
Jor the difference in the performance of the six countries.

Keywords: Microfinance; India;, Bangladesh,; Afghanistan; Pakistan; Nepal; Sri Lanka;
Microfinance information exchange (MILX).

1.0 Introduction

South Asia has shown signs of economic growth, which has led to declining
poverty levels and improvement in the human development indicators. But the World
data reports show billions of poor below the national and international poverty line who
have been denied access to the formal financial Services (South Asia Report, 2019). The
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during the next 20'years the labour force'm the industrialized worldis expecte ¢, declinea;;s n gy

.+ will increase by 32%. This poses formidable challenge and a huge opportunity, 7, .- i

dividend whichis expectedto last for n'ext 26 years, ln.dra needs to equip its Workforce Withhh q

and knowledge so that they can con.trlbute substantively to the ecom?mic 8rowth of the )

moves progressively towards becor'nmg a global knowledge economy, it must meet ¢, = i;ur.:r

its youth. This can be partially achieved through focqs on advancement of skills that are rg,,ip

emerging economic environment. The challenge'! pertains not only f? 'a huge quantitatiye

facilities for skill training, but also to the equally important task of raising their quality. sy oy

the shared responsibility of the key stakeholders viz. Government, the entire spectrum of coryy,,..

community-based organizations, those outstanding, highly qualified and dedicated indivig,.

been working in the skilling and entrepreneurship space for many years, industry and trade organisatir,if.J

other stakeholders. The policy links skills development to improved employability and productiyi . ﬂ

the way forward for inclusive growth in the country. The skill strategy is complemented by specific f.

urship in order to create ample opportunities for the skilled workforce. Skilling g
d economic growth strategies to spur employability and prodyc:
oeconomic paradigms and growth strategiesis therefore critical.
Indian Economy

Development of Sustainability Model in The Microfinance Sector Using Ease of Doirg
Business Index

Ms. Kanishka Sethi: Research Scholar, Jamia Hamdard University
Dr. Reshma Nasreen: Professor, Jamia Hamdard University
Dr. Matloob Ullah Khan: Assistant Professor, Jamia Hamdard University

. e - I | t "':CM:W
The sustainability of the Microfinance sector is of paramount importance to the Microfinance ms:d br:s'
(MFls) so that they can effectively work towards the improvement of standards of living of therural ad by 1
poor of economy. The paper attempts to develop a sustainability model which can be employ® ™

Microfinance institutions for effective and efficient operations. The analysis of the proposed SUSta'naa"_,J:"
model is based on 528 MFIs which are operating worldwide extracted from Microfinanceé lnformat-m
Exchange (MIX) secondary database for the year 2018. Applying Partial Least Square-Structural EQU_UM:
Modelling (PLS-SEM) on Smart PLS3 software, the results are indicative that Size of the institution .me-a;tcﬁ
by total Assets and Outreach measured by total number of borrowers are the most important lndlcbee"
affecting the sustainability of Microfinance institutions worldwide. The ease of doing business indexh& p
extracted from the World Bank data for every economy in which the Microfinance institution operat€5 bn?l
found to be a significant macroeconomic indicator affecting sustainability of the sector. Other meas rater
indicators included in the model are —Portfolio at Risk greater than 30 days (PAR30), Portfolio 3t Risk gre:n
than 9o days (PAR90), Cost per borrower, Cost perloan, Return on Assets (ROA)znc; < g Equity RC ré
Thus, it has been concluded that the institutions should enhance their sjze TS hb targetif m?d
active borrowers to enhance the sustainability quotient of theijr institutions Acl)“ rea; ttzr oase 0 doife
business index for the economy will further enhance the sustainability °fthel'ns;it i?, a be

Keywords: Ease of doing business, microfinance, MIX database, sustainability utions.
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