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IT to the Rescue
Many of the challenges that the MFI
sector faces today can be addressed
by leveraging I'T and mobile banking
technologies. Given that the majority
of MFIs are new generation organiza-
tions, their entire growth is dependent
on IT systems. If they fail to do so, then
the MFI industry will have to recruit
large numbers, will be fraud prone, will
not be transparent and without IT sys-
tems even the promoters of MFI com-
panies will not know what their invest-
ment is generating for them in
terms of profitability, credibility
or social impact.

The IT sector can contribute
to and also encash a lot from
the microfinance sector. There

benefit from this new move, more and
more MFIs have enabled themselves
with robust IT systems.

“In the long term, growing and new
generation MFIs will need to them-
selves equip their operations on flex-
ible IT systems that adapt to changing
environment, and build comprehen-
sive MIS systems that help them track
and assess their own growth, * informs
Tripathi.

Tripathi further adds, “We do fore-
see a demand for IT software products,

Client outreach, Savings

and Portfolio over the years
(SBLP+MFls)

Mobhile payment technologies will play
a major role as it is difficult to reach
out to every person in the rural area. In
such a scenario, I'T can step in by offer-
ing cost effective services. The need of
the hour is to create lower costs prod-
ucts, deploy the same efficiently and
reduce capex of MFI companies.

The initial foray of private sector
MFI companies led to cheap software
solutions with limited functionality
and scalability being quickly adopted
by MFIs. This has led to obvious dis-
satisfaction in the mind of custom-
ersfusers among MFIs, as these
software solutions are not quickly
changing to fast changing business
needs.

Last Word

SKS Microfinance recently filed a
preliminary prospectus with SEBI

to raise about $250 mn through
a proposed initial public offer-
ing, seeking to hecome the first

microfinance company in India
to tap public markets for funds. If
this is not enough Mehta informs

is a lot of scope for IT solutions 2007 | 2008 | 2009 | Growth
for the microfinance sector in in % 2009
terms of building cost effective : over 2008
high value solutions for: Client 505 | 649 | 817 26

m Offering better customer | (Borrowers)

service by making MFI trans- No i lakh

actions easier and secure for | Savings 3513 | 3785 | 5545 47
borrowers, many of whom are | (SBLP along) :

illiterate and/or financially il- | R8 crore

literate Portfolio Rs 15856 | 22954 | 34413 50

B Reducing operational costs | crore

that the disbursements in MFI in-
dustry have risen in the last four

using multiple delivery: chan-
nels by using [T, especially in
synergy with mobile banking solutions
W Managing internal controls using
MIS

® Managing risk using effective track-
ing of outsourced operations and credit
risk from borrower

B Tracking social impact of their op-
eration '

The sector is not under regula-
tory supervision unlike the mainstream
banking sector. But, as the sector gains
momentum, self regulation within the
industry will give way to reporting re-
quirements, audits, internal governance
and institutional level credit worthiness
requirements from the regulatory body
(such as NABARD). Recently, CIBIL
has tied up with thirty-one major MFIs
in India in order to enable informed
credit decisions through information
sharing within the sector. In order to
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ITeS services, hardware, mobile pay-
ment equipments, ATMs, bandwidth,
data centers and practically every IT
product or service, to be consumed by
the MFI industry in the next 1-5 years.
Alot of IT budgets of 200 plus MFls in
India should now focus on cloud tech-
nology based product led services.”

“There are more than 300 MFIs
functioning in the country and a decent
amount of [T will ensure that they will
take care of their functions and offer
services at optimum costs. The poten-
tial is good for IT players who have un-
derstood the value of the game. There
is a lot of gap left out there which offers
a lot of opportunity for the IT industry
to capitalize on,” says Neralla.

Meanwhile Suresh K says, “The IT
vendors catering to this industry have
to constantly focus on lowering costs.

years around a CAGR of 80%.

To top it all, rural India, that has
been shunned by regular banks, has
reported a score of as low as 98% on
loan repayment defaults. This has
made Grameen Financial Services
to carve out a special pilot project
which will provide loans of more than
Rs 30,000 to individuals with a good
past credit history. These reflect how
the sector could be a promisisng one--
a sector that has yet to see growth but
generates high revenues for vendors
or defines clear leaders or losers. It is
very encouraging to see that IT is the
prime agenda which every MFI is in-
terested in discussing.

It is the sunrise sector that is leav-
ing no stone unturned to ensure that
light reaches the home of every needy
Indian.

—>Shilpa Shanbhag
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