* MoJ93 Price with Hindustan Times 3550

Vold

Saturday, August 14, 2010

New Dedhi. Mumbai, Rangalore, Kolkata, Chenna, Ahmedabad, Chandigarn’, Pune”

Presence
of MFls in

Karnatata
skewed: study

By Anur Roy
anup, riglivemint, com

MUMBAI

he rapid penetration of mi-

crofinace institutions
(MFls) in Karnataka has been
concentrated largely in the
more accessible, more densely
populated and better develop-
ed southern districts of the
state, a study sald on Friday.

This led to a crisis in April
2009, when borrowers, partic-
ularly in Kolar district, refused
to repay dues after the lenders
became inflexible in dealing
with clients, the study said.

Micro-lending in the state
grew at 64% in fiscal 2009, with
27 MFIs reaching 3.2 million
clients. This was in addition to
over three million members of
some 232,000 self-help groups.

The study, conducted by
EDA Rural Systems Pvt., Ltd and
non-profit Consultative Group
to Assist the Poor, and spon-
sored by the Association of
Karnataka Microfinance Insti-
tutions, was to find the reasons
behind mass defaults in four
towns. The report says at least
33% of the borrowers had mote
than one loan and around 20%
had three or more loans, The
opportunity of borrowing from
several MFIs also raised the in-
debtedness of some clients to
45,000 or more, essentially
rendering the repayment bur-
den unsustainable.

The study also recommend-
ed solutions to avoid a similar
situation elsewhere, It said
MFIs should share information
on multiple borrowing, adopt a
more flexible approach to de-
linquency, and create a suit-
able business  environment
taking community leaders

along with them.



