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‘Microfinance Contributed 2% of GVA in 2018-19°

The sector, including bank-promoted self-help groups, generated 13 m jobs: MFIN-NCAER study

Our Bureau

Kolkata: The microfinance sector
contributed about 2% of India’s
gross value added (GVA), the pro-
ductivity metric for the economy,
while the overall contribution of the
entire financial sector was about
5.5% in 201819, according to a study
by the National Council of Applied
Economic Research (NCAER). The
sectorasa whole, including bank-
promoted self-help groups, genera-
ted 13 million jobs in 2018-19.

NCAER said the contribution of
the microfinance sector is signifi-
cant to the economy with all its
forward and backward linkages and
its potential to create jobs. But at the
same time, it said that monitoring
the impact of lending on the borro-
wers and learning from it would be
essential as households and enter-
prises movingto unsustainable debt
positions could make the entire
financial system unfavourable.

Economic Significance

As per MFIN-NCAER report,
contribution of sector to India’s
GVA was 2.03% in 2018-19

At least 5% of microfin
borrowers not ina
position to service loans
following disruptions
due to pandemic

Atleast 5% of 50 million microfi-
nance borrowersarenow notina
position toservice their loans follo-
wing the business disruptions
caused by the pandemic.

“In this sense, the microfinance
sector will need flexibility toadd-
ress the changing overall conditions
both to contribute to the growth of
theeconomy and also meet the
credit needs of the lower income
households and small enterprises,”
NCAERsaid.
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The economic research body
predicted that by 2025-26 the overall
microfinance sector is slated to
contribute, including the backward
and forward linkages, 3.52% of GVA
under the best-case scenario. The
sector’s contribution may grow to
2.7% under base case while it may
shrink to1.54% under pessimistic
scenarios.

“Therole of microfinance,asa
support to lower income households
and small enterprises, is of greater

importance ina growingeconomy
asitisinascenarioof weak
growth,” it said.

The findings point to the risk
factorsfor the sector in the medium-
term prospects as aresult of lower
overall economic growth. “The
implication for the sector is clearly
toenhance its effectiveness in
making the loans more productive
in the borrower’s hands so that the
client base can be sustained or
improved, larger loans would be
possible, and opportunities for
diversification of its portfolio can be
exploited,” NCAER said.

The study on the impact of microfi-
nance on the economy, commissio-
ned by microfinance industry body
the Microfinance Institutions
Network (MFIN), was published
Wednesday by Niti Aayog vice
chairman Rajiv Kumar. The report
was ready a year back, but the relea-
se was delayed due to the pandemic-
led disruptions, according to MFIN
chief executive Alok Misra.
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Microfinance contribution:
The contribution of the
microfinance sector as a
whole to India's GVA (gross
value added) was 2.03 per
cent during financial year
2018-19 and the projected
contributions of the sec-
tor to overall GVA by
2025-26 would be a 2.7
per cent in the base case
scenario and nearly 3.5
per cent in the best case
scenario. The findings are
part of a report prepared
by MFIN, the association
for microfinance entities,
in association with the
National Council of Applied
Economic Research. The
report = Present and
potential contribution of
microfinance to India's
economy ~ was released
by Rajiv Kumar, vice-chair-
man, Niti Aayog. SNS




Ketchum Sampa
empathy + intelligence

Publication Eastern Chronicle
Edition National

Date March 03, 2022
Page No. 11

MFIN, NCAER launch spemal repor't

NEW DELHI: MFIN the Associa-
tion for microfinance entities
and a Self-Regulatory Organ-
isation Wednesday launched
‘Present and Potential Con-
tribution of Microfinance
to India’s Economy’, along
with NCAER, the National
Council of Applied Econom-
ic Research. The report was
released by Dr Rajiv Kumar,
Vice Chairman, NITI Aayog
amidst an august gathering
comprising microfinance
providers, investors and
analysts, regulators, among
others, on a virtual platform.

Speaking at the launch, Dr
Rajiv Kumar, Vice Chairman,
Niti Aayog said, “I comple-
ment both MFIN and NCAER
for bringing out a report that
captures the contribution of the
Microfinance sector on GVA
and employment rather well.
At the same time, I feel there
could be some learnings for
others in the way the model
operates where the industry

hasmanaged to keep NPAs low
despite the Covid impact.” Vice
Chairman also suggested that
MFIN should take up a study
documenting the impact of
microfinance on women
empowerment.

Dr Alok Misra, CEO &
Director said, “This study pre-
sents an analysis of its contri-
bution to the overall economy
in terms of income or ‘Gross
Value Added’, a measure of
the national economic output
and employment. Though the
sector accounts for only a small
part of the financial sector, the
employment created is estimat-

ed to be about 1.28 crore jobs
by the sector as a whole and
38.54 lakh jobs by the NBFC-
MFTs alone, a significant con-
tribution to the generation of
employment.”

The MFIN-NCAER report
points that during 2018-19, the
contribution of microfinance
sector as a whole, to India’s
GVA was 2.03%. The projected
contributions of the microfi-
nance sector to overall GVA,
including the backward & for-
ward linkages by 2025-26 would
beasignificant 2.7% in the base
case scenario and nearly 3.5%
in best case scenario.
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Microfinance contribution to GUA
to be 2.7-3.5% by FY26: Report

The impact ofthe microfinance sector on Gross Value Added
(GVA) of the economy is expected to be between 2.7 and 3.5 per
cent by 2025-26, according to a study report released on
Thursday. The report, 'Present and Potential Contribution of
Microfinance to India's Economy', was prepared jointly by MFIN,
an association for microfinance entities, and National Council of
Applied Economic Research (NCAER). PTI
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Myths and reality
of microfinance

The size ofloans and tenure of repaymentcan
beincreased. MFIsshould also be allowed to
give secured micro loans, depending on the
end use and quantum, ifwe wantto change

the poverty landscape

BANKER'S TRUST
TAMAL BANDYOPADHYAY

A few traditional investors in micro-
finance companies in India seem to
be a disappointed lot these days.
‘They say there’s too much hype
about how micro loans change peo-
ple’s lives but the ground reality is
very different.

The investors make money for a
few years and then lose it over
the next few years for reasons ranging
from political interference to loan
waivers during state elections,
natural calamities and now also
because of the once-in-a-century
pandemic, Covid-19.

They are curious to know how
micro loans have helped in poverty
alleviation. Yes, poor people’s
dependence on informal financing
has reduced but not fully since micro
lenders meet theirdemand for mon-
ey only partially. People still need to
raise money from the loan sharks to
tackle health issues and for other
emergency needs as also for chil-
dren’s education. Microfinance insti-
tutions (MFIs), particularly the
NBFC-MFIs and banks, can only give
them loans for productive purposes.

Asinvestors, theysee the MFIs in
Bangladesh doing a better job at
pulling people out of poverty, and
those in Indonesia offering higher
returns on investment.

At Jeast one large MFI has been
trying to raise money from investors
for the past two years, without suc-
cess. This is a testimony to their
change in approach to the industry.

Last year, the International
Monetary Fund’s Alfred Schipke said
at a roundtable: “We estimate that
globally people who have been
pushed into extreme poverty or those
surviving on $1.90 a day have gone
up by 100 million. A large part of that,
50 per cent or 50 million, are esti-
mated to be in India.”

According to the World Bank,
India’s poverty rate will ease but will
still remain closer to 10 percent. The
poverty rate, internationally calcu-
lated asthe percentage of population
living on less than $1.9 a day, will ease
1o 7 per cent in the financial year
2022, ending this month. The rate
had gone up to 12.3 per cent in FY21.

Similarly, a May 2021 report by
Azim Premji University pointed out
that as the pandemic and the lock-

downs wreaked havoc on the econ-
omy and livelihoods, around 230 mil-
lion Indians were pushed into pover-
ty. The report added that the rural
poverty rate increased by 15 percent-
age points and the urban poverty rate
by nearly 20 points.

All of this data has taken into
account the impact of the pandemic
on India. But several economists
believe that poverty level s well as
the absolute number of poor in India
had risen between FY12 and FY18.
Quoting Santosh Mehrotra (research
fellow, IZA Institute of Labour
Economics, Bonn) and Jajati Keshari
Parida (who teaches economics at
the Central University of Punjab), a
November 2021article in The Indian
Zxpress said even though the inci-
dence of poverty has dipped margin-
ally — from 21.9 per cent in 2012 to
20.8 per cent in 2020 — India has
witnessed an increase in the absolute
number of poor.

“As against pulling 140 million
out of poverty between 2004 and
2011, India has seen more than
76 million fall back below the
poverty line between 2012 and 2020,”
wrote Mehrotra.

Finally, the website of the SOS
Children’s Villages in Canada says,
“T'wo-thirds of people in India live
in poverty: 68.8 per cent of the
Indian population
lives on less than $2 a
day. Over 30 per cent

People still need to
raise money from

microfinance clients are women.
ally, 90 per cent of the loans
are being disbursed directly through
bank accounts, and collections
too are being increasingly done digi-
tally. The cashless loan disburse-
ments are creating savings habits
among the borrowers.

Sa-Dhan, another SRO of the
industry, says since March 2010, the
number of MFIbranches almost dou-
bled — from 11,459 to 20,065 — even
though the number of MFIs has fallen
from 26410 208. Meanwhile, the aver-
age loan size has increased from
29766 10335,106.

‘This brings us to the classic ques-
tion: Is the glass half empty or
half full? I can be diplomatic and
just say: “Beauty lies in the eyes of
the beholder.”

On a serious note, the Reserve
Bank of India has its task cut out. In
June 2021, the central bank released
a consultative document on micro-
finance regulations, proposing radi-
cal changes. The plan is 1o waive the
limit that does not allow more than
two NBFC-MFIS to lend to one bor-
rower and the limit on the amount
of loan would be based on the debt-
income ratio ofa household. It wants
to cap the payment of interest and
principal for all outstanding loans by
a borrower al 50 per cent of the
household income.

But the RBI has not said what the
maximum household income to get
the micro borrower tag will be.
Currently, the ceiling on loans is
1.25 lakh (it cannot exceed 375,000
in the first cycle). This needs to be
raised. Many micro borrowers need
more money, which they should be
given if we want to rescue them from
money lenders.

‘The RBI proposal is alsoin favour
of doing away with the prevalent
norm that 50 per cent of the loans
must be for income generation. The
wall between income-generating and
consumption loans is
being pulled down.
The lenders can give

even have less than  loan sharks to loans for education,
$1.25perday i tackle g i expenses,
—theyareconsidered  needs and for household assets, con-
extremely poor. This  children’s education. sumption and even
makesthe Indiansub-  MFls can only give repayment of high-

continent one of the
poorest countries in
the world.”

The Microfinance Institutions
Network (MFIN), a
self-regulatory organisation (SRO)
ofthe microfinance industry, claims
microfinance has made immense
contributions in promoting financial
inclusion over the past decade
by providing doorstep access 1o
credit and insurance ser s and
employment through micro-enter-
prise development.

Between March 2012 and
December 2021, the gross loan port-
folio of the industry rose from 17,264
crore 1022.51 trillion, while the num-
ber of borrowers went up from 200
million to 570 million. The coverage
has expanded from 27 states to 37.

It also says the number of people
employed by the industry has gone
up from 69,000 to at least 400,000 in
the past decade. Quoting a report by
the National Council of Applied
Economic Research, MFIN says dur-
ing 2018-19, the microfinance sector
created around 12.8 million jobs
directly and indirectly. Besides, at
least 120 million people have got
insurance cover — both for creditand
their lives. Around 98 per cent of the

them loans for
productive purposes

cost loans taken from
money lenders.

Finally, the RBI
wants to do away with the cap on
loan rates. That will be left to the mar-
ket. All these are welcome moves as
they will intensify competition in the
industry and help expand the MFI
footprint to new geographies.

Along with these, the RBI needs
to change the prevalent norm that
the NBFC-MFIs must give 85 per cent
of their loans without any security.
Why can't some loans, depending
on the purpose for which they are
being given, be secured? Universal
banks give priority loans tothe weak-
er sections of society but not all
such loans are unsecured. The tenure
of the loan, now capped at two
years, also needs to be raised for big-
ger loans if we want to change the
poverty landscape.

Thewriter, aconsultingeditor with
BusinessStandard, isan author and
senior advisertoJana Small Finance
Bank Ltd
Hislatest book: Pandemonium: The

-at Indian Banking Story
To read his previous columns, pleaselog
on towwwbankerstrust.in
Twitter: TamalBandyo
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’ . How microfinance industry contributes to economic

Job-Creating Microfinance’s growth by oferng cedit o the unserved or underserved
Share In Productivity To Expand
The microfinance industry's share of India's gross
value added (GVA) - a measure of productivity = 1S Microfinance sector's contribution " "/VES OF DI MUME | Loans ~ Borrowers  Productive
expected to touch 35% by FY26 in a best case scenario  to gross value added (in %) e Wiestae WPesiiticas (““'"’"""" use
from 2.4% last fiscal. Despite a small share of loans, 24 23 24 29 25
the contribution f ths seqment s signficant because 20 20 20 212 | ”

of forward & backward linkages that create high jobs \ “m Intermediate
in relation to the capital deployed. But this segment is consumption
susceptible to shocks. At least 5% of 5 crore microfinance Multiplier effects on value
borrowers were not able to service loans due to Covid... of input, value addition

(Source: NCAER) and employment
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ACCURACY India's Multi Lingual News Agency

* Press Release

Documenting Microfinance Sectors’ launch special report

o March 2, 2022, 8:14 pm

Kolkata, Mar 2 (UNI) MFIN, the Association for microfinance entities and a Self-Regulatory
Organisation, on Wednesday launched 'Present and Potential Contribution of Microfinance to India's
Economy', along with NCAER, the National Council of Applied Economic Research. The report was
released by Dr Rajiv Kumar, Vice -Chairman, NITI Aayog amidst an august gathering comprising
microfinance providers, investors and analysts, regulators, among others, on a virtual platform.
Speaking at the launch, Dr Kumar, said, “I complement both MFIN and NCAER for bringing out a report
that captures the contribution of the Microfinance sector on GVA and employment rather well. At the
same time, | feel there could be some learnings for others in the way the model operates where the
industry has managed to keep NPAs low despite the Covid impact.” He also suggested that MFIN
should take up a study documenting the impact of microfinance on women empowerment. Dr Alok
Misra, CEO & Director, said, “This study presents an analysis of its contribution to the overall economy
in terms of income or 'Gross Value Added', a measure of the national economic output and
employment. Though the sector accounts for only a small part of the financial sector, the employment
created is estimated to be about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the
NBFC-MFIs alone, a significant contribution to the generation of employment.” The MFIN-NCAER
report points that during 2018-19, the contribution of microfinance sector as a whole, to India's GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the
backward & forward linkages by 2025-26 would be a significant 2.7% in the base case scenario and
nearly 3.5% in best case scenario. On the release of the report, Dr Poonam Gupta, Director General —
NCAER, said, “Microfinance has emerged as a major instrument for meeting the needs of lower income
households by linking them to the financial resources to meet both productive and critical needs of
credit. NCAER is proud to be involved in chronicling the contributions of the microfinance sector to
the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.” India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is
imperative that all sectors of industry and all sections of society contribute to the Indian growth story.
Micro and Small enterprises which form the backbone of rural and semi urban economy are also
required to grow at a quick pace to contribute to the vision of USD 5 Trillion economy and for the
growth to be equitable. Microfinance Institutions have a close relationship with this section and are
best suited to meet their funding requirements and to help them grow. The sector's contribution to
employment is huge particularly in rural areas which accounts for around 70% of the microfinance
operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base. UNI SIC KK
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Documenting Microfinance Sectors’ Contribution To The Economy — MFIN And NCAER Launch Special
Report

Dr Rajiv Kumar, Vice Chairman, NITI Aayog releases the report at a virtual event

By India Education Diary Bureau Admin On Mar 2, 2022

New Delhi: MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today
launched ‘Present and Potential Contribution of Microfinance to India’s Economy’, along with NCAER,
the National Council of Applied Economic Research. The report was released by Dr Rajiv Kumar, Vice
Chairman, NITI Aayog amidst an august gathering comprising microfinance providers, investors and
analysts, regulators, among others, on a virtual platform.

Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I| complement both MFIN and
NCAER for bringing out a report that captures the contribution of the Microfinance sector on GVA and
employment rather well. At the same time, | feel there could be some learnings for others in the way
the model operates where the industry has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of
microfinance on women empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall
economy in terms of income or ‘Gross Value Added’, a measure of the national economic output and
employment. Though the sector accounts for only a small part of the financial sector, the employment
created is estimated to be about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the
NBFC-MFls alone, a significant contribution to the generation of employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a
whole, to India’s GVA was 2.03%. The projected contributions of the microfinance sector to overall
GVA, including the backward & forward linkages by 2025-26 would be a significant 2.7% in the base
case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has
emerged as a major instrument for meeting the needs of lower income households by linking them to
the financial resources to meet both productive and critical needs of credit. NCAER is proud to be
involved in chronicling the contributions of the microfinance sector to the economy and highlighting
the importance of sustaining positive links between credit and livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all
sectors of industry and all sections of society contribute to the Indian growth story. Micro and Small
enterprises which form the backbone of rural and semi urban economy are also required to grow at a
quick pace to contribute to the vision of USD 5 Trillion economy and for the growth to be equitable.
Microfinance Institutions have a close relationship with this section and are best suited to meet their
funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around
70% of the microfinance operations — future growth will lead to more job opportunities locally and
promote entrepreneurship among women who form >95% of the microfinance client base.
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Documenting Microfinance Sectors’ contribution to the Economy — MFIN and NCAER launch special report
Posted by: Mahender March 2, 2022 in PR

Dr Rajiv Kumar, Vice Chairman, NITI Aayog releases the report at a virtual event

New Delhi, 2nd March, 2022: MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today
launched ‘Present and Potential Contribution of Microfinance to India’s Economy’, along with NCAER, the National
Council of Applied Economic Research. The report was released by Dr Rajiv Kumar, Vice Chairman, NITI Aayog amidst
an august gathering comprising microfinance providers, investors and analysts, regulators, among others, on a virtual
platform.

Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I complement both MFIN and NCAER for
bringing out a report that captures the contribution of the Microfinance sector on GVA and employment rather well.
At the same time, | feel there could be some learnings for others in the way the model operates where the industry
has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of microfinance on women
empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall economy in terms
of income or ‘Gross Value Added’, a measure of the national economic output and employment. Though the sector
accounts for only a small part of the financial sector, the employment created is estimated to be about 1.28 crore jobs
by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution to the generation of
employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a whole, to India’s GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the backward & forward
linkages by 2025-26 would be a significant 2.7% in the base case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit. NCAER is proud to be involved in chronicling the contributions of the
microfinance sector to the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all sectors of industry
and all sections of society contribute to the Indian growth story. Micro and Small enterprises which form the backbone
of rural and semi urban economy are also required to grow at a quick pace to contribute to the vision of USD 5 Trillion
economy and for the growth to be equitable. Microfinance Institutions have a close relationship with this section and
are best suited to meet their funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around 70% of the
microfinance operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base.



https://newspatrolling.com/documenting-microfinance-sectors-contribution-to-the-economy-mfin-and-ncaer-launch-special-report/
https://newspatrolling.com/documenting-microfinance-sectors-contribution-to-the-economy-mfin-and-ncaer-launch-special-report/

Ketchum

empathy + intelligence

Publication Economic Times
Edition Online
Date March 03, 2022

URL:https://economictimes.indiatimes.com/industry/banking/finance/microfinances-

contribution-to-indias-gva-likely-to-grow-says-ncaer/articleshow/89947814.cms

Thae Economic TIMES

Microfinance's contribution to India's GVA likely to grow: NCAER

By

Atmadip Ray

, ET BureaulLast Updated: Mar 03, 2022, 10:09 AM IST

Synopsis

NCAER said the contribution of the microfinance sector is significant to the economy with all its forward and backward
linkages and its potential to create jobs. But at the same time, it said that monitoring the impact of lending on the
borrowers and learning from it would be essential as households and enterprises moving to unsustainable debt
positions could make the entire financial system unfavorable.

The microfinance sector contributed about 2% of India’s gross value added (GVA), the productivity metric for the
economy, while the overall contribution of the entire financial sector is about 5.5% in 2018-19, according to a study
by the National Council of Applied Economic Research (NCAER). The sector as a whole, including the bank-promoted
self-help groups, generated 1.3 crore jobs in 2018-19.

NCAER said the contribution of the microfinance sector is significant to the economy with all its forward and backward
linkages and its potential to create jobs. But at the same time, it said that monitoring the impact of lending on the
borrowers and learning from it would be essential as households and enterprises moving to unsustainable debt
positions could make the entire financial system unfavourable.

At least 5% of 5 crore microfinance borrowers are now not in a position to service their loans following the business
disruptions caused by the pandemic.

Economic Significance  SRYJECTED CONTRIBUTION
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“In this sense the microfinance sector will need flexibility to address the changing overall conditions both to
contribute to the growth of the economy and also meet the credit needs of the lower income households and small
enterprises,” NCAER said.

The economic research body predicted that the overall microfinance sector is slated to contribute, including the
backward and forward linkages 3.52% of GVA under the best case scenario. The sector’s contribution may grow to 2.7%
under base case while it may shrink to 1.54% under pessimistic scenarios.

“The role of microfinance, as a support to lower income households and small enterprises is of greater importance in
a growing economy as it is in a scenario of weak growth,” it said.

The findings point to the risk factors for the sector in the medium-term prospects as a result of lower overall economic
growth. “The implication for the sector is clearly to enhance its effectiveness in making the loans more productive in
the borrower’s hands so that the client base can be sustained or improved, larger loans would be possible, and
opportunities for diversification of its portfolio can be exploited,” NCAER said.

The study on the impact of microfinance on the economy, commissioned by microfinance industry body the
Microfinance Institutions Network (MFIN), was published Wednesday by Niti Aayog vice chairman Rajiv Kumar. The
report was ready a year back but the release was delayed due to the pandemic-led disruptions, according to MFIN
chief executive Alok Misra.

( Originally published on Mar 02,2022 )
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Microfinance sector's contribution to GVA to be 2.7-3.5% by 2025-26: Study

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be
between 2.7 and 3.5 per cent by 2025-26, according to a study report released on Thursday.

Press Trust of India | Kolkata

Last Updated at March 3, 2022 18:25 IST

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be
between 2.7 and 3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, 'Present and Potential Contribution of Microfinance to India's Economy', was prepared
jointly by MFIN, an association for microfinance entities, and National Council of Applied Economic
Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms
of income or 'Gross Value Added', a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector
as a whole, to India's GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward &
forward linkages by 2025-26 would be a significant 2.7 per cent in the base case scenario and nearly
3.5 per cent in best case scenario, the report said.

Though the sector accounts for only a small part of the financial sector, the employment created is
estimated to be about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFls
alone, a significant contribution to the generation of employment, MFIN CEO & Director Alok Misra
said

Microfinance has emerged as a major instrument for meeting the needs of lower income households
by linking them to the financial resources to meet both productive and critical needs of credit," NCAER
Director General Poonam Gupta said.



https://www.business-standard.com/article/economy-policy/microfinance-sector-s-contribution-to-gva-to-be-2-7-3-5-by-2025-26-study-122030300969_1.html
https://www.business-standard.com/article/economy-policy/microfinance-sector-s-contribution-to-gva-to-be-2-7-3-5-by-2025-26-study-122030300969_1.html

Ketchum'
empathy + intelligence

Publication The Times of India
Edition Online
Date March 03, 2022

URL:https://timesofindia.indiatimes.com/microfinance-sectors-contribution-to-gva-to-

be-2-7-3-5pc-by-2025-26-study/articleshow/89971971.cms

THE TIMES OF INDIA

Microfinance sector's contribution to GVA to be 2.7-3.5pc by 2025-26: study

PTI | Mar 3, 2022, 17:43 IST

Kolkata, Mar 3 (PTIl) The impact of the microfinance sector on Gross Value Added (GVA) of the
economy is expected to be between 2.7 and 3.5 per cent by 2025-26, according to a study report
released on Thursday. The report, 'Present and Potential Contribution of Microfinance to India's
Economy', was prepared jointly by MFIN, an association for microfinance entities, and National Council
of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms
of income or 'Gross Value Added', a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector
as a whole, to India's GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward &
forward linkages by 2025-26 would be a significant 2.7 per cent in the base case scenario and nearly
3.5 per cent in best case scenario, the report said.

"Though the sector accounts for only a small part of the financial sector, the employment created is
estimated to be about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFls
alone, a significant contribution to the generation of employment," MFIN CEO & Director Alok Misra
said

"Microfinance has emerged as a major instrument for meeting the needs of lower income households
by linking them to the financial resources to meet both productive and critical needs of credit," NCAER
Director General Poonam Gupta said. PTI BSM NN NN
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Microfinance sector's contribution to GVA to be 2.7-3.5% by 2025-26: Study

Profile image
By PTI | Mar 03, 2022, 06:38 PM IST (Updated)
Mini

Though the microfinance segment accounts for only a small part of the financial sector, the employment created is
estimated to be about 1.28 crore jobs.

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7-3.5
percent by 2025-26, according to a study report released on March 3. The report, 'Present and Potential Contribution
of Microfinance to India's Economy,' was prepared jointly by MFIN, an association for microfinance entities, and
National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
'Gross Value Added,' a measure of the national economic output and employment. The MFIN-NCAER report points out
that during 2018-19, the contribution of the microfinance sector as a whole, to India's GVA was 2.03 percent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26, would be a significant 2.7 percent in the base case scenario and nearly 3.5 percent in best case scenario, the
report said.

Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole, and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment, MFIN CEO and Director Alok Misra said.

“Microfinance has emerged as a major instrument for meeting the needs of lower income households by linking them
to the financial resources to meet both productive and critical needs of credit," NCAER Director General Poonam Gupta
said.
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Microfinance sector's contribution to GVA likely to be 2.7%-3.5% by 2025-26: Report

The report presents an analysis of the contribution of microfinance institutions to the overall economy in terms of
income or ‘Gross Value Added’, a measure of the national economic output and employment. / Representative image
The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7 and
3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, ‘Present and Potential Contribution of Microfinance to India’s Economy’, was prepared jointly by MFIN, an
association for microfinance entities, and National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
‘Gross Value Added’, a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector as a whole, to
India’s GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26 would be a significant 2.7 per cent in the base case scenario and nearly 3.5 per cent in best case scenario, the
report said.

“Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment,” MFIN CEO & Director Alok Misra said “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit,” NCAER Director General Poonam Gupta said.
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Microfinance sector's contribution to GVA to be 2.7-3.5pc by 2025-26: study

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector as a whole, to
Indias GVA was 2.03 per cent.

PTI | Kolkata | Updated: 03-03-2022 19:04 IST | Created: 03-03-2022 17:43 IST

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7 and
3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, 'Present and Potential Contribution of Microfinance to India's Economy', was prepared jointly by MFIN, an
association for microfinance entities, and National Council of Applied Economic Research (NCAER). It presents an
analysis of the contribution of microfinance institutions to the overall economy in terms of income or 'Gross Value
Added', a measure of the national economic output and employment. The MFIN-NCAER report points out that during
2018-19, the contribution of the microfinance sector as a whole, to India's GVA was 2.03 per cent. The projected
contribution of the microfinance sector to overall GVA, including the backward & forward linkages by 2025-26 would
be a significant 2.7 per cent in the base case scenario and nearly 3.5 per cent in best case scenario, the report said.

"Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment," MFIN CEO & Director Alok Misra said "Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit," NCAER Director General Poonam Gupta said.
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Microfinance sector’s contribution to GVA to be 2.7-3.5% by 2025-26: Study

March 3, 2022

Updated: 4 days ago

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7 and
3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, ‘Present and Potential Contribution of Microfinance to India’s Economy’, was prepared jointly by MFIN, an
association for microfinance entities, and National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
‘Gross Value Added’, a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector as a whole, to
India’s GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26 would be a significant 2.7 per cent in the base case scenario and nearly 3.5 per cent in best case scenario, the
report said.

Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment, MFIN CEO & Director Alok Misra said

Microfinance has emerged as a major instrument for meeting the needs of lower income households by linking them
to the financial resources to meet both productive and critical needs of credit,” NCAER Director General Poonam Gupta
said.
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Microfinance sector's contribution to GVA to be 2.7-3.5% by 2025-26: Study

Business Standard

By Press Trust Of India

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7 and
3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, 'Present and Potential Contribution of Microfinance to India's Economy', was prepared jointly by MFIN, an
association for microfinance entities, and National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
'Gross Value Added', a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector as a whole, to
India's GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26 would be a significant 2.7 per cent in the base case scenario and nearly 3.5 per cent in best case scenario, the
report said.

Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment, MFIN CEO & Director Alok Misra said

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26 would be a significant 2.7 percent in the base case scenario and nearly 3.5 percent in best-case scenario, the
report said.
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Microfinance sector to contribute up to 3.5 percent of GDP by 2025-26: Study

By

News

03/03/2022

Kolkata, Mar 3 (PTI) The impact of small-scale lending financial institutions (microfinance) in the Gross Value Added
(GVA) of the economy is expected to be in the range of 2.7 to 3.5 per cent by 2025-26.

This information was given in a study report on Thursday.

The contribution of the microfinance sector has been analyzed in the report ‘Current and Potential Contribution of
Microfinance to India’s Economy’ jointly prepared by MFIN, a consortium of microfinance institutions and the research
institute National Council of Applied Economic Research (NCAER).

This analysis was done as a contribution to income or gross value added, which measures national economic output
and employment.

According to the MFIN-NCAER report, the contribution of the microfinance sector to India’s GVA during 2018-19 was
2.03 per cent.

The report said that by 2025-26, the estimated contribution of the microfinance sector to the total GVA will be at least
2.7 per cent and in the maximum case around 3.5 per cent.

Alok Mishra, CEO and Director, MFIN, said, “Though microfinance is only a small part of the financial sector, about
1.28 crore jobs are created from this sector, while 38.54 lakh jobs are provided by NBFC-MFls.” *

Poonam Gupta, Director General, NCAER said, “Microfinance has emerged as a major instrument to meet the needs
of low-income households.
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Microfinance sector's contribution to GVA to be 2.7-3.5% by 2025-26: Study

Business Standard

By Press Trust Of India

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7 and
3.5 per cent by 2025-26, according to a study report released on Thursday.

The report, 'Present and Potential Contribution of Microfinance to India's Economy', was prepared jointly by MFIN, an
association for microfinance entities, and National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
'Gross Value Added', a measure of the national economic output and employment.

The MFIN-NCAER report points out that during 2018-19, the contribution of the microfinance sector as a whole, to
India's GVA was 2.03 per cent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26 would be a significant 2.7 per cent in the base case scenario and nearly 3.5 per cent in best case scenario, the
report said.

Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment, MFIN CEO & Director Alok Misra said
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Documenting Microfinance Sectors’ contribution to the Economy — MFIN and NCAER launch special report

March 3, 2022 Rekha Nair Business 0

New Delhi: MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today launched ‘Present
and Potential Contribution of Microfinance to India’s Economy’, along with NCAER, the National Council of Applied
Economic Research. The report was released by Dr Rajiv Kumar, Vice Chairman, NITI Aayog amidst an august gathering
comprising microfinance providers, investors and analysts, regulators, among others, on a virtual platform.

Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I complement both MFIN and NCAER for
bringing out a report that captures the contribution of the Microfinance sector on GVA and employment rather well.
At the same time, | feel there could be some learnings for others in the way the model operates where the industry
has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of microfinance on women
empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall economy in terms
of income or ‘Gross Value Added’, a measure of the national economic output and employment. Though the sector
accounts for only a small part of the financial sector, the employment created is estimated to be about 1.28 crore jobs
by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution to the generation of
employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a whole, to India’s GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the backward & forward
linkages by 2025-26 would be a significant 2.7% in the base case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit. NCAER is proud to be involved in chronicling the contributions of the
microfinance sector to the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all sectors of industry
and all sections of society contribute to the Indian growth story. Micro and Small enterprises which form the backbone
of rural and semi urban economy are also required to grow at a quick pace to contribute to the vision of USD 5 Trillion
economy and for the growth to be equitable. Microfinance Institutions have a close relationship with this section and
are best suited to meet their funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around 70% of the
microfinance operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base.
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Documenting Microfinance Sectors’ contribution to the Economy — MFIN and NCAER launch special report
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New Delhi: MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today launched ‘Present
and Potential Contribution of Microfinance to India’s Economy’, along with NCAER, the National Council of Applied
Economic Research. The report was released by Dr Rajiv Kumar, Vice Chairman, NITI Aayog amidst an august gathering
comprising microfinance providers, investors and analysts, regulators, among others, on a virtual platform.

Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I complement both MFIN and NCAER for
bringing out a report that captures the contribution of the Microfinance sector on GVA and employment rather well.
At the same time, | feel there could be some learnings for others in the way the model operates where the industry
has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of microfinance on women
empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall economy in terms
of income or ‘Gross Value Added’, a measure of the national economic output and employment. Though the sector
accounts for only a small part of the financial sector, the employment created is estimated to be about 1.28 crore jobs
by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution to the generation of
employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a whole, to India’s GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the backward & forward
linkages by 2025-26 would be a significant 2.7% in the base case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit. NCAER is proud to be involved in chronicling the contributions of the
microfinance sector to the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all sectors of industry
and all sections of society contribute to the Indian growth story. Micro and Small enterprises which form the backbone
of rural and semi urban economy are also required to grow at a quick pace to contribute to the vision of USD 5 Trillion
economy and for the growth to be equitable. Microfinance Institutions have a close relationship with this section and
are best suited to meet their funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around 70% of the
microfinance operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base.
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Documenting Microfinance Sectors’ contribution to the Economy — MFIN and NCAER launch special report
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New Delhi: MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today launched ‘Present
and Potential Contribution of Microfinance to India’s Economy’, along with NCAER, the National Council of Applied
Economic Research. The report was released by Dr Rajiv Kumar, Vice Chairman, NITI Aayog amidst an august gathering
comprising microfinance providers, investors and analysts, regulators, among others, on a virtual platform.
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Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I complement both MFIN and NCAER for
bringing out a report that captures the contribution of the Microfinance sector on GVA and employment rather well.
At the same time, | feel there could be some learnings for others in the way the model operates where the industry
has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of microfinance on women
empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall economy in terms
of income or ‘Gross Value Added’, a measure of the national economic output and employment. Though the sector
accounts for only a small part of the financial sector, the employment created is estimated to be about 1.28 crore jobs
by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution to the generation of
employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a whole, to India’s GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the backward & forward
linkages by 2025-26 would be a significant 2.7% in the base case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit. NCAER is proud to be involved in chronicling the contributions of the
microfinance sector to the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all sectors of industry
and all sections of society contribute to the Indian growth story. Micro and Small enterprises which form the backbone
of rural and semi urban economy are also required to grow at a quick pace to contribute to the vision of USD 5 Trillion
economy and for the growth to be equitable. Microfinance Institutions have a close relationship with this section and
are best suited to meet their funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around 70% of the
microfinance operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base.
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Documenting Microfinance Sectors’ contribution to the Economy — MFIN and NCAER launch special report
By News Desk -March 3, 20220
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MFIN, the Association for microfinance entities and a Self-Regulatory Organisation today launched ‘Present and
Potential Contribution of Microfinance to India’s Economy’, along with NCAER, the National Council of Applied
Economic Research. The report was released by Dr Rajiv Kumar, Vice Chairman, NITI Aayog amidst an august gathering
comprising microfinance providers, investors and analysts, regulators, among others, on a virtual platform.

Speaking at the launch, Dr Rajiv Kumar, Vice Chairman, Niti Aayog said, “I complement both MFIN and NCAER for
bringing out a report that captures the contribution of the Microfinance sector on GVA and employment rather well.
At the same time, | feel there could be some learnings for others in the way the model operates where the industry
has managed to keep NPAs low despite the Covid impact.”

Vice Chairman also suggested that MFIN should take up a study documenting the impact of microfinance on women
empowerment.

Dr Alok Misra, CEO & Director said, “This study presents an analysis of its contribution to the overall economy in terms
of income or ‘Gross Value Added’, a measure of the national economic output and employment. Though the sector
accounts for only a small part of the financial sector, the employment created is estimated to be about 1.28 crore jobs
by the sector as a whole and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution to the generation of
employment.”

The MFIN-NCAER report points that during 2018-19, the contribution of microfinance sector as a whole, to India’s GVA
was 2.03%. The projected contributions of the microfinance sector to overall GVA, including the backward & forward
linkages by 2025-26 would be a significant 2.7% in the base case scenario and nearly 3.5% in best case scenario.

On the release of the report, Dr Poonam Gupta, Director General — NCAER, said, “Microfinance has emerged as a major
instrument for meeting the needs of lower income households by linking them to the financial resources to meet both
productive and critical needs of credit. NCAER is proud to be involved in chronicling the contributions of the
microfinance sector to the economy and highlighting the importance of sustaining positive links between credit and
livelihoods.”

India aims to become USD 5 Trillion economy by 2025. To achieve this target, it is imperative that all sectors of industry
and all sections of society contribute to the Indian growth story. Micro and Small enterprises which form the backbone
of rural and semi urban economy are also required to grow at a quick pace to contribute to the vision of USD 5 Trillion
economy and for the growth to be equitable. Microfinance Institutions have a close relationship with this section and
are best suited to meet their funding requirements and to help them grow.

The sector’s contribution to employment is huge particularly in rural areas which accounts for around 70% of the
microfinance operations — future growth will lead to more job opportunities locally and promote entrepreneurship
among women who form >95% of the microfinance client base.
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Microfinance sector's contribution to GVA to be 2.7-3.5% by 2025-26: Study
cnbctvl8.com - PTl e 3d

The impact of the microfinance sector on Gross Value Added (GVA) of the economy is expected to be between 2.7-3.5
percent by 2025-26, according to a study report released on March 3. The report, 'Present and Potential Contribution
of Microfinance to India's Economy,' was prepared jointly by MFIN, an association for microfinance entities, and
National Council of Applied Economic Research (NCAER).

It presents an analysis of the contribution of microfinance institutions to the overall economy in terms of income or
'Gross Value Added,' a measure of the national economic output and employment. The MFIN-NCAER report points out
that during 2018-19, the contribution of the microfinance sector as a whole, to India's GVA was 2.03 percent.

The projected contribution of the microfinance sector to overall GVA, including the backward & forward linkages by
2025-26, would be a significant 2.7 percent in the base case scenario and nearly 3.5 percent in best case scenario, the
report said.

Though the sector accounts for only a small part of the financial sector, the employment created is estimated to be
about 1.28 crore jobs by the sector as a whole, and 38.54 lakh jobs by the NBFC-MFIs alone, a significant contribution
to the generation of employment, MFIN CEO and Director Alok Misra said.

“Microfinance has emerged as a major instrument for meeting the needs of lower income households by linking them
to the financial resources to meet both productive and critical needs of credit," NCAER Director General Poonam Gupta
said.



https://flipboard.com/@cnbctv18/cnbc-tv18-68ja1h74z/microfinance-sector-s-contribution-to-gva-to-be-2-7-3-5-by-2025-26-study/a-oe4AfH2KRWGa7vX4DyZnLw%3Aa%3A2909907694-3f566d466a%2Fcnbctv18.com
https://flipboard.com/@cnbctv18/cnbc-tv18-68ja1h74z/microfinance-sector-s-contribution-to-gva-to-be-2-7-3-5-by-2025-26-study/a-oe4AfH2KRWGa7vX4DyZnLw%3Aa%3A2909907694-3f566d466a%2Fcnbctv18.com
https://flipboard.com/@cnbctv18/cnbc-tv18-68ja1h74z/microfinance-sector-s-contribution-to-gva-to-be-2-7-3-5-by-2025-26-study/a-oe4AfH2KRWGa7vX4DyZnLw%3Aa%3A2909907694-3f566d466a%2Fcnbctv18.com

Ketchum'
empathy + intelligence

Publication The Times Bureau
Edition Online
Date March 03, 2022

URL:https://thetimesbureau.com/the-contribution-of-the-microfinance-sector-to-gva-
is-expected-to-reach-27-35-percent-by-2025-26-according-to-a-study-202203/

THE @ IMES BUREAU

The contribution of the microfinance sector to GVA is expected to reach 2.7-3.5 percent by 2025-26, according to a
study.

MAR 03,2022 21:19 PM

The effect of the microfinance sector on Gross Value Added (GVA) of the economy is predicted to be between 2.7 and
3.5 percent by 2025-26. Indias gross domestic value rose by 2.03 percent during 2018-19.

Kolkata, Mar 3 (PTI) According to a study published on Thursday, the effect of the microfinance sector on Gross Value
Added (GVA) of the economy is predicted to be between 2.7 and 3.5 percent by 2025-26.MFIN, a nonprofit association
for microfinance entities, and the National Council of Applied Economic Research (NCAER) jointly produced the study,
Present and Potential Contribution of Microfinance to India's Economy.It presents an analysis of the contribution of
microfinance organizations to the overall economy in terms of income or Gross Value Added, a measure of the national
economic output and employment.According to the MFIN-NCAER survey, India's gross domestic value (GVA) rose by
2.03 percent during 2018-19.

Despite the fact that the sector accounts for only a small fraction of the financial market, the total number of jobs
produced is expected to be around 1.28 crore jobs by the sector and 38.54 lakh jobs by the NBFC-MFlIs alone, a
significant contribution to the growth of employment, according to MFIN CEO & Director Alok Misra, who said that
Microfinance has emerged as a significant tool for satisfying the needs of low-income households by connecting them
to the financial PTI BSM NN
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The size of loans and tenure of repayment can be increased. MFls should also be allowed to give secured micro loans, depending on the end use and quantum, if we want to change the poverty landscape

Tamal Bandyopadhyay

Afew traditional investors in microfinance companies in India seem to be a disappointed lot these days. They say there’s too much hype about how micro loans change people’s lives but the ground reality is very different.

The investors make money for a few years and then lose it over the next few years for reasons ranging from political interference to loan waivers during state elections, natural calamities and now also because of the once-in-a-century
pandemic, Covid-19.

They are curious to know how micro loans have helped in poverty alleviation. Yes, poor people’s dependence on informal financing has reduced but not fully since micro lenders meet their demand for money only partially. People still need
to raise money from the loan sharks to tackle health issues and for other emergency needs as also for children’s education. Microfinance institutions (MFIs), particularly the NBFC-MFIs and banks, can only give them loans for productive
purposes.

Asinvestors, they see the MFIs in Bangladesh doing a better job at pulling people out of poverty, and those in Indonesia offering higher returns on investment.

Atleast one large MFI has been trying to raise money from investors for the past two years, without success. This is a testimony to their change in approach to the industry.

Last year, the International Monetary Fund’s Alfred Schipke said at a roundtable: “We estimate that globally people who have been pushed into extreme poverty or those surviving on $1.90 a day have gone up by 100 million A large part
of that, 50 per cent or 50 million, are estimated to be in India.”

According to the World Bank, India's poverty rate will ease but willstill remain closer to 10 per cent. The poverty rate, internationally calculated as the percentage of population living on less than $1.9 a day, will ease to 7 per cent in the
financial year 2022, ending this month, The rate had gone up to 12.3 per cent in FY21,

Similarly, a May 2021 report by Azim Premiji University pointed out that as the pandemic and the lockdowns wreaked havoc on the economy and livelihoods, around 230 million Indians were pushed into poverty. The report added that the
rural poverty rate increased by 15 percentage points and the urban poverty rate by nearly 20 points.

All of this data has taken into account the impact of the pandemic on India. But several economists believe that poverty levels as well as the absolute number of poor in India had risen between FY12 and FY18. Quoting Santosh Mehrotra
(research fellow, IZA Institute of Labour Economics, Bonn) and Jajati Keshari Parida (who teaches economics at the Central University of Punjab), a November 2021 article in The Indian Express said even though the incidence of poverty has
dipped marginally — from 21.9 per cent in 2012 to 20.8 per cent in 2020 — India has witnessed an increase in the absolute number of poor.

“As against pulling 140 million out of poverty between 2004 and 2011, India has seen more than 76 million fall back below the poverty line between 2012 and 2020, wrote Mehrotra.

Finally, the website of the SOS Children's Villages in Canada says, “Two-thirds of people in India live in poverty: 68.8 per cent of the Indian population lives on less than $2 a day. Over 30 per cent even have less than $1.25 per day available
— they are considered extremely poor. This makes the Indian subcontinent one of the poorest countries in the world.”

The Microfinance Institutions Network (MFIN), a self-regulatory organisation (SRO) of the microfinance industry, claims microfinance has made immense contributions in promoting financial inclusion over the past decade by providing
doorstep access to credit and insurance services and employment through micro-enterprise development.

Between March 2012 and December 2021, the gross loan portfolio of the industry rose from Rs 17,264 crore to Rs 2,51 trillion, while the number of borrowers went up from 200 million to 570 million. The coverage has expanded from 27
states to 37.

Italso says the number of people employed by the industry has gone up from 69,000 to at least 400,000 in the past decade. Quoting a report by the National Council of Applied Economic Research, MFIN says during 2018-19, the microfinance
sector created around 12.8 million jobs directly and indirectly. Besides, at least 120 million people have got insurance cover — both for credit and their lives. Around 98 per cent of the microfinance clients are women.

Finally, 90 per cent of the loans are being disbursed directly through bank accounts, and collections too are being increasingly done digitally. The cashless loan disbursements are creating savings habits among the borrowers.

Sa-Dhan, another SRO of the industry, says since March 2010, the number of MFI branches almost doubled — from 11,459 to 20,065 — even though the number of MFls has fallen from 264 to 208. Meanwhile, the average loan size has
increased from Rs 9,766 to Rs 35,106.

This brings us to the classic question: Is the glass half empty or half full? | can be diplomatic and just say: “Beauty lies in the eyes of the beholder.”

On a serious note, the Reserve Bank of India has its task cut out. In June 2021, the central bank released a consultative document on microfinance regulations, proposing radical changes. The plan is to waive the limit that does not allow
more than two NBFC-MFIs to lend to one borrower and the limit on the amount of loan would be based on the debt-income ratio of a household. It wants to cap the payment of interest and principal for all outstanding loans by a borrower
at 50 per cent of the household income.

But the RBI has not said what the maximum household income to get the micro borrower tag will be. Currently, the ceiling on loans is Rs 1.25 lakh (it cannot exceed Rs 75,000 in the first cycle). This needs to be raised. Many micro borrowers
need more money, which they should be given if we want to rescue them from money lenders.

The RBI proposal is also in favour of doing away with the prevalent norm that 50 per cent of the loans must be for income generation. The wall between income-generating and consumption loans is being pulled down. The lenders can give
loans for education, medical expenses, household assets, consumption and even repayment of high-cost loans taken from money lenders.

Finally, the RBI wants to do away with the cap on loan rates. That will be left to the market. Al these are welcome moves as they will intensify competition in the industry and help expand the MFI footprint to new geographies.

Along with these, the RBI needs to change the prevalent norm that the NBFC-MFIs must give 85 per cent of their loans without any security. Why can’t some loans, depending on the purpose for which they are being given, be secured?
Universal banks give priority loans to the weaker sections of society but not all such loans are unsecured. The tenure of the loan, now capped at two years, also needs to be raised for bigger loans if we want to change the poverty landscape.
The writer, a consulting editor with Business Standard, is an author and senior adviser to Jana Small Finance Bank Ltd
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MVYTHS AND REALITY OF MICROFINANCE

The size of loans and tenure of repayment can be increased. MFls should also be allowed to give secured micro loans, depending on the end use and quantum, if we want to change the poverty landscape

Tamal Bandyopadhyay

Afew traditional investors in microfinance companies in India seem to be a disappointed lot these days. They say there's too much hype about how micro loans change people’s lives but the ground reality is very different.

The investors make money for a few years and then lose it over the next few years for reasons ranging from political interference to loan waivers during state elections, natural calamities and now also because of the once-in-a-century
pandemic, Covid-19.

They are curious to know how micro loans have helped in poverty alleviation. Yes, poor people’s dependence on informal financing has reduced but not fully since micro lenders meet their demand for money only partially. People still need
to raise money from the loan sharks to tackle health issues and for other emergency needs as also for children’s education. Microfinance institutions (MFIs), particularly the NBFC-MFIs and banks, can only give them loans for productive
purposes.

As investors, they see the MFIs in Bangladesh doing a better job at pulling people out of poverty, and those in Indonesia offering higher returns on investment.

At least one large MFI has been trying to raise money from investors for the past two years, without success. This is a testimony to their change in approach to the industry.

Last year, the International Monetary Fund's Alfred Schipke said at a roundtable: “We estimate that globally people who have been pushed into extreme poverty or those surviving on $1.90 a day have gone up by 100 million. A large part
of that, 50 per cent or 50 million, are estimated to be in India.”

According to the World Bank, India’s poverty rate will ease but will still remain closer to 10 per cent. The poverty rate, internationally calculated as the percentage of population living on less than $1.9 a day, will ease to 7 per cent in the
financial year 2022, ending this month. The rate had gone up to 12.3 per cent in FY21.

Similarly, a May 2021 report by Azim Premji University pointed out that as the pandemic and the lockdowns wreaked havoc on the economy and livelihoods, around 230 million Indians were pushed into poverty. The report added that the
rural poverty rate increased by 15 percentage points and the urban poverty rate by nearly 20 points.

All of this data has taken into account the impact of the pandemic on India. But several economists believe that poverty levels as well as the absolute number of poor in India had risen between FY12 and FY18. Quoting Santosh Mehrotra
(research fellow, IZA Institute of Labour Economics, Bonn) and Jajati Keshari Parida (who teaches economics at the Central University of Punjab), a November 2021 article in The Indian Express said even though the incidence of poverty has
dipped marginally — from 21.9 per cent in 2012 to 20.8 per cent in 2020 — India has witnessed an increase in the absolute number of poor.

“As against pulling 140 million out of poverty between 2004 and 2011, India has seen more than 76 million fall back below the poverty line between 2012 and 2020," wrote Mehrotra.

Finally, the website of the SOS Children’s Villages in Canada says, “Two-thirds of people in India live in poverty: 68.8 per cent of the Indian population lives on less than $2 a day. Over 30 per cent even have less than $1.25 per day available
— they are considered extremely poor. This makes the Indian subcontinent one of the poorest countries in the world.”

The Microfinance Institutions Network (MFIN), a self-regulatory organisation (SRO) of the microfinance industry, claims microfinance has made immense contributions in promoting financial inclusion over the past decade by providing
doorstep access to credit and insurance services and employment through micro-enterprise development.

Between March 2012 and December 2021, the gross loan portfolio of the industry rose from Rs 17,264 crore to Rs 2.51 trillion, while the number of borrowers went up from 200 million to 570 million. The coverage has expanded from 27
states to 37.

Italso says the number of people employed by the industry has gone up from 69,000 to at least 400,000 in the past decade. Quoting a report by the National Council of Applied Economic Research, MFIN says during 2018-19, the microfinance
sector created around 12.8 million jobs directly and indirectly. Besides, at least 120 million people have got insurance cover — both for credit and their lives. Around 98 per cent of the microfinance clients are women.

Finally, 90 per cent of the loans are being disbursed directly through bank accounts, and collections too are being increasingly done digitally. The cashless loan disbursements are creating savings habits among the borrowers.

Sa-Dhan, another SRO of the industry, says since March 2010, the number of MFI branches almost doubled — from 11,459 to 20,065 — even though the number of MFIs has fallen from 264 to 208. Meanwhile, the average loan size has
increased from Rs 9,766 to Rs 35,106.

This brings us to the classic question: Is the glass half empty or half full? | can be diplomatic and just say: “Beauty lies in the eyes of the beholder.”

On a serious note, the Reserve Bank of India has its task cut out. In June 2021, the central bank released a consultative document on microfinance regulations, proposing radical changes. The plan is to waive the limit that does not allow
more than two NBFC-MFIs to lend to one borrower and the limit on the amount of loan would be based on the debt-income ratio of a household. It wants to cap the payment of interest and principal for all outstanding loans by a borrower
at 50 per cent of the household income.

But the RBI has not said what the maximum household income to get the micro borrower tag will be. Currently, the ceiling on loans s Rs 1.25 lakh (it cannot exceed Rs 75,000 in the first cycle). This needs to be raised. Many micro borrowers
need more money, which they should be given if we want to rescue them from money lenders.

The RBI proposal is also in favour of doing away with the prevalent norm that 50 per cent of the loans must be for income generation. The wall between income-generating and consumption loans is being pulled down. The lenders can give
loans for education, medical expenses, household assets, consumption and even repayment of high-cost loans taken from money lenders.

Finally, the RBI wants to do away with the cap on loan rates. That will be left to the market. Al these are welcome moves as they will intensify competition in the industry and help expand the MFI footprint to new geographies.

Along with these, the RBI needs to change the prevalent norm that the NBFC-MFIs must give 85 per cent of their loans without any security. Why can't some loans, depending on the purpose for which they are being given, be secured?
Universal banks give priority loans to the weaker sections of society but not all such loans are unsecured. The tenure of the loan, now capped at two years, also needs to be raised for bigger loans if we want to change the poverty landscape.
The writer, a consulting editor with Business Standard, is an author and senior adviser to Jana Small Finance Bank Ltd
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