Q&A

‘Fvery MFI must spend 5 per cent on
the poorest who carnt’t borrow’

Chandra Shekhar Ghose, the CEOQ and founder of the micro-finance institution, Bandharn, tells Sreelatha Menon that his
MFI made it to the Forbes list of the top MFIs because it was more than a money lender.

Cur drop out rates are very bow. ltisa -m'-.-

Why do you think Forbes ranked
Bandhan as the top MFI in the
country and the 13th in the world?
An MF1 can make a difference depending
on how quickly it reaches the poor and
how simple its product is.

How do you service the poor who
hawve no means to give any
guarantees?

Orar yardstick for lending is that if a bor-
roOwWer Crosses a year, it gives credibiliry,
That is the collateral. If people are
happy with the income generated by in-
: wvesting the loan then no collateral is

¢ needed

Can lending remowve powverty without
capacity building and mentorship?
We are lending to people who are already
doing something and want to improwve
it. If you give a new skill then you have to
: guaranvee that it is going to bring profits,
:or you will have to bear the losses. It
has ro be their responsibility. And we
believe that every one has creativity.

Ideally, what would you like?
the poorest of the poor who have
lihood programme need help to
graduate into a position where they 1
earn, Horrow and [ien earn meol h
fieed wsnen wid g Aring
; Eraduate to mainstream m ance
Prrugrmenes. & bediece e 0 e Sopeer
cent of micro-finance should be dedi-
cated to this in all MFls. We are doing this
inour own way through our pro-poor
: innovation called participatory rural ap-
; praisal. We identify the poorest of the poor
and do a wealth ranking. We give them
free assers and training. We look after
them for two years and then give them the
option to borrow either from us or from
any other MFL We have covered 500 vil-
Lages in Murshidabad and are targeting
3.000 in Malda, and South Z4-Parganas in
Wiest Bengal.

‘What do you think is the weakness

in MFI programmes in general?

MFIs cannot avoid the poor. It is not busi-
: ness; it is a development programme in a
: sustainable way. | don't think that it is a
profit venture or that yvou can detach it
from the poor and finance rich. Where this
happens, it is a failure
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CHANDRA SHEKHAR GHOSE

“We are ot just mMoney-lenders®, says
Ghose
shouldn't MFls make profit too?
f course. Bur profits should depend on
Pow service is provided to the poor and
how much it costs the poor.

How should the MFI make profits?
Sayde the BesT way 1S thar an AMET sdowkd’
Doty Ty Tord Weets B Wertephae Tl Wrah
means a non-corporate style, bearing
Triwd Aread e aT e e fiete 1o de o
ness for profits. Compared 1o a Grameen
Bank office, the cost of running a Band-
han office is 30 per cent lower. Yet, we
wark in six states including West Bengal,
Tripura, Assam, Bihar, Jharkhand and
Orissa and have reached over 825,000
members and a growth of 300 per cent
a year

S0, do you pay low salaries to cut
costs?T

Our cost reduction doesn't mean under-
paid staff. Our staff is from middle class
families and they are all qualified MBAs
and chartersd aocountam:s though not as
high profile as in many firms. We
don't make any fancy appointments. We
hawve 2,400 staff members including 1,500
money collectors,

Don't you face attrition as many
MFls offer good salaries?

mewin busins
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conception that big packages would kee)
arrition kow, They would not, as the ﬁ.arf
is interested in dcw:lopmg their own ca-
reers. Here, they are 1ntpn=_ﬁljng in baild-
ing the lives of the people the organisation
works for

What have been your ‘profits?

In five years, we managed to Bring down
our interest rates from 17.5 per cent to
12 per cent two years ago. This was done
as the number of clients increased. e dis-
burse Rs 60 crore every month and 40,000
mew people are added each month. Last
year alone we added five lakh members
And now we have a total of 60,000
members.

Dan you think technology and ATMs
can reduce costs and increase profits?
ATMs won't reduce cost. That would nor
belp us mreet the social objective of running
an MFI. Our objective is achieved only in
the interactions that our officials have each
week with the clients. These eetings
are not about collecting money al These
are cccasions for educating the tlients —
wiho are mostly women — on food, health
and education.

e Aifra” o eufocandiorr oo oo
prsiia

In the first meeting the client is taught to
TR TR TaTme and v vhere eon s
Cussion on one issue. In a relationship of
11 months with each client. a kot of infor-
mation is passed on. The collectors them-
selves are given training for three days
every three months. Some of their inpurs
help ws formulate new interventions for the
wWoOmen

wWhat kind of interventions hawve you
made apart from lending?

Wi have rained one woman each in 80 vil-
lages as health workers. For the last eight
months, these women have been visiting
10 to 15 houses a day and selling sani-
rary napkins of local make. This is to pro-

moate hygiene and to prevent diseases
ical cancer. To make the scheme

sell scaps and other items as well. This is
now confined to villages near Kolkata in
Bagnan in the Howrah district. So, you see
we are not just money lenders.




