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Executive Summary  
  

  
Objectives  

  

 The faster growth of MFIs in the last few years raises the following questions:  
  

  

 Are MFIs supplementing the role of banks by reaching the unreached?  

 Are they providing better products and services to the existing customers of 

banks?  

Answers to these questions can help in fine-tuning the microfinance strategy of both 

banks and MFIs for increasing their outreach in a coordinated way. It was, therefore, 

decided to take up a comparative study of the operation of a fast growing MFI (Bandhan) 

to compare the performance of banks in its area of operation in Coochbehar District of 

West Bengal.  

  

Observations  

  

 Important observations of the study are as follows.  

  

  

 43% of the Bandhan clients were already members of some Self Help Group 

formed  under  NABARD‟s   SHG-Bank  Linkage  Programme  or  under  the 

Swarna jayanti Gram Swarozgar Yojana (SGSY).  

  

 Most of them (57%) indicated non availability of adequate credit from SHGs as 

the reason for taking loan from Bandhan. The second most common reason for 

joining Bandhan programme by SHG members was non availability of loans 

from SHGs (34%). The remaining 9% indicated that they did not get the second 

loan from SHG as the bank did not give second loan to their SHGs.  

  

 One of the important reasons that came out of discussions with the Bandhan 

groups and the Credit Officers of Bandhan was that the women who had joined 

SHGs were more aware and empowered than others. These women, therefore, 

were quick to understand the Bandhan approach, they were more articulate and 

quick to join the micro loan programme of Bandhan to fulfill their unmet credit 

needs  

  

 The issue, therefore, is not the delivery model but rather inadequacies in the 

delivery process. While Bandhan has been able to maintain the sanctity of  

the delivery process, banks, for various reasons – some of them beyond their 

control – have not been able to maintain the sanctity of the delivery process 

leading to poor performance in terms of access and outreach.  
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 What is interesting, though, is the awareness among most of the clients/SHG 

members surveyed that banks are charging lesser interest than Bandhan. Most 

of them, however, are not aware of exact loan terms of banks. But, they have 

„heard‟ from friends and relatives and „believed‟ that it was cheaper to borrow 

from banks than from Bandhan  

  

 The most important reason which they indicated in group discussions was that 

banks were not as accessible as Bandhan. One had to go to the bank branch 

for everything while Bandhan officials visited their groups every week.  

  

Conclusion  

  

  

The comparison of Bandhan with the operations of Banks in terms of the outreach and 

customer preference has brought out the following issues:  

  

 Is multiple membership of poor borrowers a matter of choice or a reflection of 

their desperation?  

  

 While Bandhan takes its job of microfinance seriously, banks still continue to 

treat it as social responsibility.  

  

 Given a chance, most Bandhan clients express their eagerness to deal with 

banks provided banks were as accessible as Bandhan  

 In short, the poor still have more faith in the banks; if only banks could respond.  

  

  

And, for banks to respond, it is suggested that they may take up microfinance as a 

business by adopting a low cost model of satellite microfinance branches based on the 

Bandhan Model.  

 
  

  

 


