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— About this book

Welcome to the "Microfinance Executive" training program. This handbook is crafted to furnish
participants with a comprehensive understanding of the role of a data analyst in the financial services
sector, with a specific focus on managing information systems, generating insights, and ensuring data
integrity and security. Throughout this training initiative, participants will delve into various facets of
data analysis, including data collection, processing, interpretation, and presentation. The handbook
aims to equip participants with the requisite skills to navigate through vast datasets, extract meaningful
information, and provide actionable recommendations.

Participants will also be trained to stay abreast of emerging technologies, tools, and methodologies
in data analysis relevant to the financial services domain. Emphasis will be placed on effective
communication skills, enabling participants to convey complex data findings in a clear and concise
manner to stakeholders. The handbook outlines the key competencies and proficiencies essential for
successful MIS data analysts in financial services. This encompasses proficiency in data visualization,
database management, statistical analysis, and adherence to regulatory compliance standards.

Performance metrics are established to motivate participants to attain the necessary skills through
practical application and adherence to industry best practices.

This Participant Handbook is designed based on the Qualification Pack (QP) under the National Skill
Qualification framework (NSQF) and it comprises of the following National Occupational Standards
(NOS)/ topics and additional topics.

BSC/N2407: Conduct client outreach and fieldwork

BSC/N2408: Facilitate loan processing and management

BSC/N2409: Conduct financial literacy and client education

BSC/N2410: Perform administrative and compliance tasks

DGT/VSQ/N0102: Employability Skills (60 Hours)
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— Key Learning Outcomes | ¢

By the end of this module, the participants will be able to:

1. Outline the objectives and benefits of the Skill India Mission and BFSI.

Describe the Banking, Financial Services, and Insurance and its major subsectors.
Explain the basic terminologies used in the Microfinance sub-sector.

Discuss the workflow and departmental hierarchy in Microfinance organisations.
Define the roles and responsibilities of a Microfinance Executive.

o vk wN

Elaborate the scope of work, standard business etiquette, and career opportunities of a
Microfinance Executive.

7. Discuss the career progression path for a Microfinance Executive.
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UNIT 1.1: Introduction to Skill India Mission and BFSI

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Outline the key goals and significance of the Skill India Mission.

2. Describe the overview and significance of the Banking, Financial Services, and Insurance (BFSI)
sector in India.

— 1.1.1 Overview of Skill India Mission

Skill India, an initiative by the Government of India, aims to equip the nation's youth with employable
skills, boosting productivity and economic growth. Chaired by the Hon'ble Prime Minister, the National
Skill Development Mission (NSDM) addresses the country's demographic advantage, with 65% of its
population in the working-age group, by providing skill development opportunities across 40 industry-
aligned sectors through the National Skill Qualification Framework.

Skill India

BRI HRA - A HRA

Fig. 1.1.1: Skill India logo

Launched on July 15, 2015, the mission gained momentum, the creation of a dedicated Ministry for
Skill Development & Entrepreneurship (MSDE) represents India's commitment to skilling, leading to
significant policy reforms, like the flagship Pradhan Mantri Kaushal Vikas Yojana (PMKVY). Multiple
Pradhan Mantri Kaushal Kendras (PMKKs) have been established as advanced skill centres under this
programme.

Fig. 1.1.2: Pradhan Mantri Kaushal Kendra (PMKK)
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MSDE coordinates all skill development initiatives nationwide, bridging the gap between the supply and
demand for skilled labour, developing the framework for technical and vocational training, upgrading
existing skills, and fostering innovative thinking in both new and existing jobs.

The Ministry aims to develop skills on a large scale with speed and high standards in order to achieve
its vision of a 'Skilled India’.

The National Council for Vocational Education and Training (NCVET), the Directorate General of
Training (DGT), the National Skill Development Corporation (NSDC), the National Skill Development
Fund (NSDF), the Sector Skill Councils (SSCs), National Skill Training Institutes (NSTIs/NSTI(w)), multiple
Industrial Training Institutes (ITls) under DGT, and several training partners registered with NSDC are
the functional arms of Ministry for Skill Development & Entrepreneurship (MSDE) that support these
initiatives.

The Ministry also intends to collaborate with the current network of colleges, skill development centres,
and other industry stakeholders. Partnerships with relevant Central Ministries, State governments,
foreign organisations, industry, and non-governmental organisations have also been started for multi-
level participation and more effective implementation of skill development initiatives.

Vision 2025 of the Ministry for Skill Development & Entrepreneurship (MSDE) aims to unlock human
potential to drive productivity, create desirable job opportunities, and open entrepreneurial pathways
for all. The Ministry's Vision 2025 focuses on building a high-skill ecosystem in India, producing positive
outcomes for individuals, businesses, and the economy.

The three core goals include:

e Enable individual economic gains and social mobility;
e Create a skills market that is learner-centric, demand-driven, and

e Facilitate aspirational employment and entrepreneurship generation, improve overall productivity
for enterprises, and catalyse economic growth.

Various Schemes under Skill India Mission

The Skill India Mission is a large umbrella encompassing various programs and initiatives delivered
through a network of training institutions across India.

Here are some of the major programs under the Skill India Mission:

Pradhan Mantri Kaushal Vikas Yojana (PMKVY)

The Pradhan Mantri Kaushal Vikas Yojana (PMKVY) is a flagship initiative by the Government of India
under the Ministry of Skill Development and Entrepreneurship, launched to provide skill development
training to enhance the employability of youth. It aims to equip individuals with industry-relevant
skills through long-term and short-term training, certification for existing skills (Recognition of Prior
Learning), and special projects tailored to specific needs. The scheme also promotes entrepreneurship
and provides placement assistance.

The most recent addition to this premier skill development programme, the Pradhan Mantri Kaushal
Vikas Yojana (PMKVY) 4.0, aims to improve youth employability through skill training. This phase,
announced in the 2023-24 Budget, focuses on developing advanced skills. Industry 4.0, Al, robotics,
mechatronics, the Internet of Things (IoT), and drones are some of its main topics.
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Fig. 1.1.3: PMKVY logo

Skill Acquisition and Knowledge Awareness for Livelihood Promotion (SANKALP):

SANKALP is a government initiative aimed at improving India's skill development ecosystem. Launched
in 2018 with World Bank support, it focuses on strengthening institutions, improving the quality of skill
training, promoting inclusion of marginalised groups, and fostering entrepreneurship. The program
enhances training relevance to market needs, ensures equitable access, and targets underdeveloped
regions to bridge the skills gap. SANKALP is important in empowering youth, promoting livelihoods,
and supporting economic growth by providing essential skills for employment and entrepreneurship.

Deen Dayal Upadhyaya Grameen Kaushalya Yojana (DDU-GKY):

DDU-GKY was launched on September 25, 2014, by Union Ministers Nitin Gadkari and Venkaiah Naidu
on the 98th birthday of Pandit Deendayal Upadhyaya. It is a government initiative under the Ministry of
Rural Development to reduce poverty through skill development and job placement for rural youth (aged
15-35). The Vision of DDU-GKY is to "Transform rural poor youth into an economically independent and
globally relevant workforce". It is part of the National Rural Livelihood Mission (NRLM) and focuses on
providing market-relevant training, especially to vulnerable groups like women, SC/STs, and minorities.

@
DDU-GKY

Deen Dayal Upadhyaya
/ Grameen Kaushalya Yojana
Empowering India Powering the World

Fig. 1.1.4: DDU-GKY logo

Pradhan Mantri YUVA Scheme

The Pradhan Mantri YUVA Scheme (PM-YUVA), launched in April 2016, is a significant initiative to
promote entrepreneurship among Indian youth. Its primary goal is to foster skill development and
self-employment, ultimately driving economic growth and job creation. The scheme seeks to cultivate
an entrepreneurial mind-set and encourage innovative thinking by equipping young individuals with
essential business management skills.

The scheme provides various forms of support, including financial assistance through grants and loans
to help young entrepreneurs start their businesses. Additionally, it connects aspiring entrepreneurs with
experienced mentors who can offer valuable guidance and insights. By promoting the establishment of
start-ups, PM-YUVA contributes to a diverse economic ecosystem, creating new job opportunities and
enhancing economic resilience.

'
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National Apprenticeship Promotion Scheme (NAPS)

The National Apprenticeship Promotion Scheme-2 (NAPS-2) aims to strengthen apprenticeship training
in India by providing partial stipend support to apprentices under the Apprentices Act of 1961. It focuses
on building a skilled workforce through on-the-job experiential training supporting establishments,
particularly MSMEs and those in underserved regions like aspirational districts and the North-East. The
scheme also encourages up-skilling for candidates who have completed short-term skill training under

Central or State initiatives.

Under NAPS-2, apprentices must be at least 14 years old or 18 for hazardous trades. Training durations
range from 6 to 12 months, with possible extensions beyond one year upon approval from the Ministry
of Skill Development and Entrepreneurship (MSDE). The scheme is designed as a bridge from education
to the workplace, with partial stipend support available for apprentices aged up to 35 at the time of

registration.
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Fig. 1.1.5: NAPS logo

PM Vishwakarma Yojana

The PM Vishwakarma Yojana, launched by the Government of India on September 17, 2023, is a
significant initiative to empower traditional artisans and craftspeople nationwide. Named after
Vishwakarma, the divine architect and master craftsman from Hindu mythology, the program seeks to
celebrate and preserve India's rich heritage of craftsmanship. The scheme provides a comprehensive
platform for skill development, financial assistance, and access to modern technology, enhancing the

artisans' ability to compete in the market.

One of the primary objectives of the PM Vishwakarma Yojana is to support traditional crafts and ensure
their survival and promotion. The initiative focuses on skill enhancement through training programs,
which aim to improve the quality of products and services offered by artisans. By providing easy access
to credit facilities, the scheme allows these craftspeople to invest in essential tools, technologies, and
raw materials, boosting their production capacity. Additionally, it encourages the adoption of modern
marketing techniques, including e-commerce, to help artisans expand their reach and connect with a

broader audience.
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Fig. 1.1.6: PM Vishwakarma Yojana logo
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— 1.1.2 Introduction to BFSI

The BFSI Sector Skill Council (Banking, Financial Services and Insurance) is an industry-led organisation
that plays a crucial role in the Skill India Mission by focusing on the Banking, Financial Services and
Insurance (BFSI) sector. Established in 2011, BFSI SSC is a not-for-profit organisation. It's a collaborative
effort between leading institutions in the BFSI industry to address skill development needs within the
sector.

BFS1 Sector SKill Councll of India
"An initiative of NSDC"

Sector Skill Council of Inc

Fig. 1.1.7: BFSI official logo

Vision
BFSI SSC strives to complement the existing vocational education system in meeting the entire value

chain's requirements of appropriately trained manpower in quantity and quality across all levels on a
sustained and evolving basis.

Mission
e Upgrade skills to international standards through significant industry involvement.

e Bea conduit of change through thought leadership, research, market intelligence, and membership
engagement.

Key Objectives

The primary means by which the skill council will achieve this objective is by creating a system to
engage in the following:
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To Create a Labor Market
Information System (LMIS)

Clearly define roles for each
segment of the sector

Identify competencies
required for each role
defined as stated above

Map learning objectives to
the competencies and
define learning modules

Train the trainers, provide
certification and
accreditation for training
service providers

Fig. 1.1.8: BFSI key objectives

Function of BFSI Sector Skill Council:

Standardisation: The BFSI SSC works with leading organisations in the BFSI industry to develop
standardised skill requirements for various job roles. This ensures a consistent level of competency
and knowledge across the sector.

Skill Development Plans: The council creates skill development plans for the BFSI sector, identifying
the specific skills needed to meet current and future industry demands.

Qualification Development: The BFSISSC plays a role in developing National Occupational Standards
(NOS) for BFSI jobs. These NOS define the skills and knowledge required for each job role, ensuring
a benchmark for training providers. These qualifications are further approved by the National Skill
Development Corporation (NSDC) to align with the National Skills Qualification Framework (NSQF).
Training & Assessment: While not directly providing training itself, the BFSI SSC works with training
providers to ensure their programs align with the defined NOS. They may also collaborate on
assessment and certification processes.

Thought Leadership: The council serves as a thought leader in the BFSI skilling space. They conduct
research, gather market intelligence, and advocate for best practices in BFSI skill development.

Contribution to Skill India Mission:

By performing these functions, the BFSI SSC directly contributes to the objectives of the Skill India
Mission in several ways:

Bridging the Skill Gap: Standardised skill requirements and training programs help bridge the gap
between the skills employers seek and the skills the workforce possesses in the BFSI sector.
Enhancing Employability: By equipping individuals with the right skills, the BFSI SSC improves the
employability of youth seeking jobs in the banking, finance, and insurance sectors.

Promoting Industry Growth: A skilled workforce in the BFSI sector can lead to higher productivity,
innovation, and overall industry growth.
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UNIT 1.2: Banking, Finance, Insurance Structure Explained

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Describe the structure and key components of the Banking, Financial Services, and Insurance sector.
2. Explain the essential concepts and terms used in the Microfinance sector.

1.2.1 Overview of Banking, Financial Services, and
Insurance Sector

What is a Bank?

Banks are government or privately-owned institutions that generally accept deposits and make loans.
In addition, banks also offer related services like currency exchange, safe deposit boxes, certificates
of deposit (CDs), individual retirement accounts (IRAs), etc. Deposits are money people leave in an
institution with the understanding that they can get it back at any time or at an agreed-upon future
time. A loan is money given to a borrower to be generally paid back with interest.

The Indian Banking Industry is characterised by its diversity, encompassing public, private, and
cooperative banks that serve various financial needs across the country. It is undergoing rapid
modernisation with increased digitalisation and fintech integration to enhance accessibility, efficiency,
and financial inclusion. The banking landscape in India is diverse, featuring a mix of public sector banks,
private sector banks, and numerous regional and cooperative banks. It rapidly evolves with significant
advancements in digital banking and fintech innovations, enhancing accessibility and efficiency.
Regulatory reforms and government initiatives aim to foster financial inclusion and stability, driving
growth and modernisation in the sector.

* Types of Banks in India

Indian banks, in accordance with the RBI’s classification, are generally classified into central banks,
commercial banks, cooperative banks, specialised banks, and other types of banks and financial
institutions:
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Central banks

Commercial banks

Cooperative banks

Banks in India

Specialised banks

Other types

Fig. 1.2.1: Indian Bank Types

Reserve Bank of India (RBI)

Public Sector Banks (PSBs)

Private Sector Banks

Foreign Banks

Regional Rural Banks (RRBs)

Urban Cooperative Banks (UCBs)

Rural Cooperative Banks (RCBs)

Export-Import Bank of India (EXIM
Bank)

Small Industries Development
Bank of India (SIDBI)

National Bank for Agriculture and
Rural Development (NABARD)

Payments Banks

Small Finance Banks
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Central Banks: In India, the Reserve Bank of India (RBI) serves as the central bank, overseeing
the country's monetary policy and ensuring economic stability. The RBI regulates the issuance and
supply of the Indian rupee, manages foreign exchange, and operates as a banker to the government
and other banks. It also plays a crucial role in regulating and supervising the banking sector to
maintain a stable financial system.

Commercial Banks: Indian commercial banks, including public sector banks like the State Bank
of India (SBI) and private sector banks like HDFC Bank, provide a wide range of financial services
such as deposits, loans, and payment facilities. These banks cater to individuals, businesses, and
government entities, significantly contributing to the mobilisation of savings and the facilitation
of credit and commerce. They play a vital role in promoting financial inclusion and economic
development across the country.

o Public Sector Banks (PSBs): In India, Public Sector Banks (PSBs) like the State Bank of India (SBI)
and Punjab National Bank (PNB) are majority-owned by the government and play a crucial role
in implementing government financial policies. These banks have a wide network of branches
across urban and rural areas, providing comprehensive banking services including deposits,
loans, and financial inclusion initiatives. PSBs are instrumental in economic development,
particularly in rural and underserved regions, by offering affordable credit and supporting
government schemes.

o Private Sector Banks: Private sector banks in India, such as HDFC Bank and ICICI Bank, are
primarily owned by private entities and shareholders. These banks are known for their
customer-centric approach, innovative financial products, and use of advanced technology
to enhance banking services. They compete actively with PSBs, driving improvements in
efficiency, customer service, and overall banking experience while contributing significantly to
the country's financial sector growth.

o Foreign Banks: Foreign banks operating in India, like Citibank and HSBC, bring global banking
practices and expertise to the Indian financial market. They mainly serve multinational
corporations, large Indian companies, and high-net-worth individuals, offering specialised
services such as trade finance, investment banking, and wealth management. Foreign banks
contribute to the diversification and competitiveness of the Indian banking sector, facilitating
international trade and investment.

o Regional Rural Banks (RRBs): Regional Rural Banks (RRBs) in India, such as Andhra Pradesh
Grameena Vikas Bank and Prathama UP Gramin Bank, are established to provide banking
services to rural and semi-urban areas. Sponsored by public sector banks, RRBs focus on serving
small farmers, agricultural labourers, and rural artisans by offering credit, savings, and other
financial services tailored to the rural economy. RRBs play a vital role in promoting financial
inclusion, agricultural development, and rural prosperity in India.

Co-operative Banks: Co-operative banks in India, such as urban cooperative banks and rural
cooperative banks, operate on a cooperative model where members are both customers and
owners. They primarily serve small borrowers, agricultural communities, and local businesses by
providing affordable credit and banking services. These banks are crucial for fostering financial
inclusion in rural and semi-urban areas and promoting community development.

o Urban Co-operative Banks (UCBs): Urban Co-operative Banks (UCBs) in India, such as Saraswat
Co-operative Bank and Shamrao Vithal Co-operative Bank, are financial institutions primarily
located in urban and semi-urban areas. Their members own and operate them, providing
banking services like deposits, loans, and credit facilities to small businesses, retail traders, and
individuals. UCBs play a significant role in financial inclusion by catering to the needs of urban
low and middle-income groups who may not have easy access to mainstream banking services.

o Rural Co-operative Banks (RCBs): Rural Co-operative Banks (RCBs), including entities like Primary
Agricultural Credit Societies (PACS) and District Central Co-operative Banks (DCCBs), serve the
agricultural sector and rural communities in India. These banks provide credit, banking services,

'
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and financial support to small farmers, rural artisans, and agricultural labourers, promoting
agricultural development and rural prosperity. RCBs are vital in fostering financial inclusion and
economic growth in India's rural areas by offering affordable credit and helping implement
government schemes for rural development.

e Specialised Banks: In India, specialised banks like the Export-Import Bank of India (Exim Bank) and
the National Bank for Agriculture and Rural Development (NABARD) focus on specific sectors. Exim
Bank facilitates international trade by financing and supporting exporters and importers, while
NABARD provides credit and other assistance to promote agricultural and rural development.
These banks address targeted financial needs, contributing to the overall economic growth of their
respective sectors.

Export-Import Bank of India (EXIM Bank): The Export-Import Bank of India (EXIM Bank) is
a specialised financial institution that supports India's international trade and investment
activities. EXIM Bank provides a range of services, including export credit, buyer’s credit, and
project financing, aiming to enhance the competitiveness of Indian exporters and promote
cross-border trade. By facilitating global trade and investment, EXIM Bank plays a crucial role in
integrating the Indian economy with the global market and supporting the country's economic
growth.

Small Industries Development Bank of India (SIDBI): The Small Industries Development Bank
of India (SIDBI) is a financial institution dedicated to promoting, financing, and developing
micro, small, and medium enterprises (MSMEs) in India. SIDBI provides a range of financial
products and services, including loans, credit guarantees, and equity support, to foster the
growth and competitiveness of MSMEs. By supporting entrepreneurship and innovation, SIDBI
plays a critical role in job creation, economic development, and the overall industrialisation of
the country.

National Bank for Agriculture and Rural Development (NABARD): The National Bank for
Agriculture and Rural Development (NABARD) is a specialised financial institution focused on
promoting sustainable agriculture and rural development in India. NABARD provides credit
and financial assistance to various stakeholders in the agricultural sector, including farmers,
rural artisans, and agribusinesses, while also supporting infrastructure development and rural
innovation. By enhancing agricultural productivity and improving rural livelihoods, NABARD
plays a pivotal role in achieving inclusive economic growth and reducing rural poverty in India.

Other Banks: Other banks in India include development banks like the Industrial Development
Bank of India (IDBI) and payment banks like Paytm Payments Bank, which serve unique financial
purposes. Development banks provide long-term capital for infrastructure and industrial
projects, supporting economic growth and development. Payment banks aim to enhance
financial inclusion by offering limited banking services, such as savings accounts and remittance
services, particularly to underserved populations.

Payments Banks: Payments banks in India, such as Paytm Payments Bank and Airtel Payments
Bank, are a new category of banks aimed at enhancing financial inclusion by providing basic
banking services to underserved populations. These banks offer savings accounts, remittance
services, and mobile banking, but are restricted from issuing credit cards or lending money.
Payments banks leverage digital technology to reach remote areas, making banking accessible
and convenient for millions of people who previously lacked access to formal financial services.

Small Finance Banks: Small Finance Banks (SFBs) in India, like Ujjivan Small Finance Bank and
Equitas Small Finance Bank, are specialised institutions designed to provide financial services to
underserved and unbanked segments, including small businesses, low-income households, and
micro-entrepreneurs. These banks offer a comprehensive range of banking products, including
deposits, loans, and insurance, with a focus on promoting financial inclusion and supporting
economic growth at the grassroots level. By catering to the specific needs of the underserved
population, SFBs play a crucial role in reducing financial disparities and fostering inclusive
economic development.
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What is the Financial Sector?

The financial sector refers to the broad system of institutions, markets, and services that facilitate the
flow of money and credit in an economy. It includes banks, non-banking financial companies (NBFCs),
insurance firms, stock exchanges, mutual funds, and pension funds. This sector plays a vital role in
mobilising savings, providing loans, and enabling investments, which are essential for economic growth
and stability. A strong financial sector supports businesses, promotes employment, and contributes to
national development.

The Indian financial sector is one of the most diversified in the world, covering a range of institutions
such as commercial banks, cooperative banks, NBFCs, housing finance companies, and microfinance
institutions. Over the years, India’s financial sector has undergone significant reforms driven by digital
innovation, financial inclusion efforts, and regulatory strengthening by bodies such as the Reserve Bank
of India (RBI), Securities and Exchange Board of India (SEBI), and Insurance Regulatory and Development
Authority of India (IRDAI). These reforms have improved transparency, competitiveness, and access to
financial services across urban and rural India.

Financial Regulatory and Governing Bodies Images/Logo
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Table 1.2.1: Financial Regulatory and Governing Bodies
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¢ Main Components of the Indian Financial Sector

Banking Institutions:

Banks form the backbone of the financial sector, providing essential services like deposits,
loans, and fund transfers. They include public sector banks (like SBI), private sector banks (like
HDFC Bank), regional rural banks, and cooperative banks. Together, they mobilise savings and
provide credit to individuals, businesses, and industries.

Non-Banking Financial Companies (NBFCs):

NBFCs are financial institutions that provide banking-like services but do not hold a banking
license. Examples include Bajaj Finance, Mahindra Finance, and HDFC Ltd. They offer loans,
hire-purchase, leasing, and investment services. NBFCs play a crucial role in reaching customers
and small businesses who are not served by traditional banks, especially in rural and semi-
urban areas.

Capital Markets:

Capital markets enable companies to raise funds by issuing shares and bonds. The Bombay
Stock Exchange (BSE) and National Stock Exchange (NSE) are the main stock exchanges in India.
SEBI regulates these markets to ensure fair trading and investor protection. Mutual funds
and investment firms also operate in this segment, helping individuals invest their savings
productively.

Microfinance Institutions (MFlIs):

MFls like SKS Microfinance and Bandhan Bank provide small loans to low-income individuals,
mainly in rural areas, to promote entrepreneurship and financial inclusion. They empower
women and small entrepreneurs who otherwise lack access to formal credit.

Regulatory Authorities:

The financial sector is regulated by multiple bodies such as the RBI, SEBI, IRDAI, and Pension
Fund Regulatory and Development Authority (PFRDA). Each plays a specific role—RBI oversees
monetary stability, SEBI governs capital markets, IRDAI regulates insurance, and PFRDA manages
pension systems.

The Indian financial sector is rapidly transforming with digital innovations like UPI, Aadhaar-enabled
payments, and digital lending platforms, driving inclusion and efficiency. With initiatives such as Jan
Dhan Yojana and Digital India, the government aims to make financial services accessible to every
citizen, bridging the gap between rural and urban economies.

(PMJDY)
Pradhan
Mantri Jan
Dhan Yojana

Fig. 1.2.2: PMJDY official logo

What is the Insurance Sector?

The insurance sector consists of institutions and services that provide financial protection against risks
such as loss of life, health issues, accidents, or damage to property. Insurance works on the principle
of risk-sharing—policyholders pay premiums to an insurance company, which in return compensates
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them in case of a covered loss. This system offers financial security, encourages savings, and supports
long-term economic stability.

The Indian insurance industry has expanded rapidly over the last two decades, with the participation
of both public and private players under the regulation of the Insurance Regulatory and Development
Authority of India (IRDAI). It includes life insurance, general insurance, and health insurance companies
that cater to diverse financial needs. Increased awareness, digital distribution, and government-backed
schemes have made insurance accessible to millions across the country.

Types of Insurance in India

¢ Life Insurance:
Life insurance provides financial support to the family of the insured person in the event of their
death. The Life Insurance Corporation of India (LIC) is the largest and oldest life insurer, offering
policies like endowment plans, term insurance, and pension schemes. Private insurers like HDFC
Life and ICICI Prudential Life also offer customised plans. Life insurance promotes savings and
ensures the financial security of dependents.

gL

LIFE INSURANCE CORPORATION OF INDIA

Fig. 1.2.3: LIC official logo

e General Insurance:

General insurance covers non-life risks, including health, motor, property, and travel insurance.
Companies like New India Assurance and ICIClI Lombard provide coverage against unforeseen
events such as accidents, thefts, and natural disasters. It helps individuals and businesses manage
financial losses due to emergencies.

¢ Health Insurance:

Health insurance covers medical expenses incurred during iliness or hospitalisation. Public schemes
like Ayushman Bharat — Pradhan Mantri Jan Arogya Yojana (PM-JAY) provide free health coverage
to low-income families. Private health insurers like Star Health and Care Health offer individual and
family health plans. Health insurance reduces the burden of healthcare costs and ensures access to
guality medical treatment.

e Reinsurance:

Reinsurance companies provide insurance to insurance firms, helping them manage large-scale
risks. In India, General Insurance Corporation of India (GIC Re) is the main reinsurer, ensuring the
financial stability of the insurance ecosystem by spreading risks.

e Government Initiatives and Schemes:

The Government of India has launched several insurance schemes to promote social security and
inclusion, such as:

'
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o Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJIBY): Life insurance for individuals aged 18-50
years.

q Pradhan Mantri
\“J Jeevan Jyoti Bima Yojana

Fig. 1.2.4: PMJJBY official logo

o Pradhan Mantri Suraksha Bima Yojana (PMSBY): Accidental insurance coverage at a minimal
premium.

Fig. 1.2.5: PMSBY official logo

o Ayushman Bharat (PM-JAY): Health insurance scheme for economically weaker sections.

| HRISHA WRd
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Fig. 1.2.6: PM-JAY official logo

The Indian insurance sector is increasingly adopting digital platforms, mobile apps, and Al-based
risk assessment tools to enhance accessibility and efficiency. With rising awareness and supportive
regulations, insurance in India is evolving from a luxury to a necessity—helping individuals, families,
and businesses safeguard their financial futures.

— 1.2.2 Introduction to Microfinance Sub-Sector

Microfinance provides small loans and financial services to low-income individuals or groups who lack
access to traditional banking, helping them start or grow small businesses and improve their livelihoods.
The Microfinance sub-sector in India focuses on providing small, affordable loans and financial services
to poor and rural communities, especially women, who lack access to formal banking. It plays a key
role in promoting financial inclusion, self-employment, and poverty reduction through institutions like
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Self-Help Groups (SHGs) and Microfinance Institutions (MFIs). The Ministry of Finance, Government of
India, primarily oversees the Microfinance sub-sector through the Department of Financial Services.

Ministry of Finance
Government of India

Fig. 1.2.7: Ministry of Finance official logo

The evolution of the Microfinance sub-sector in India began in the 1980s with the formation of Self-
Help Groups (SHGs) and cooperative banks aimed at providing small loans to rural and low-income
communities. Over time, it expanded through Microfinance Institutions (MFls), becoming a key driver
of financial inclusion, self-employment, and women empowerment. The following represent some
components of the micro-finance sub-sector:

Component Description

Giving a range of small financial services, like loans, savings, and

Microfinance . .
insurance, to poor people who cannot use traditional banks.

Very small loans given to low-income people, usually without collateral,

Micro-credit .
to start or grow a business.

Very small and affordable insurance plans that protect poor people

Micro-insurance . . o
against risks like illness, death, or loss of assets.

Microfinance
Institution (MFI)

A financial company that is not a bank. It mainly gives very small loans to
people or groups with low incomes.

Micro-Leasing

Micro-leasing allows small entrepreneurs to use tools, equipment, or
machinery without buying them outright.

Micro-pension

Micro-pension schemes help informal sector workers save for their old
age through small, regular contributions.

Self-Help Group (SHG)

A small group (usually 10-20 local women) that saves money together
and then lends that money to its own members.

Joint Liability Group
(JLG)

A small group of people (usually 4-10) who apply for a loan together. If
one person cannot repay the loan, the others in the group are responsible
for paying it back.

Repayment Schedule
(or Amortisation
Schedule)

A clear list that shows when loan payments are due and how much
money (principal and interest) must be paid each time.

Compulsory Savings

A small amount of money that borrowers must save with the MFI as part
of the agreement when they take a loan.
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Component Description

Loan Cvcle The total time it takes, from when the money is given out, until the final
¥ payment on that loan is completed.
Graduation The process where clients successfully pay back several small loans,
eventually allowing them to qualify for bigger loans from regular banks.

Table 1.2.2: Microfinance components

The following are the types of micro-finance bodies under the micro-finance sub-sector of India:

e Self-Help Groups (SHGs)

Self-Help Groups are small groups of rural women who pool their savings and lend money to each
other at low interest rates. For example, under the National Rural Livelihood Mission (NRLM) of the
Ministry of Rural Development, SHGs in Bihar receive government-linked bank credit to start dairy
and handicraft units.

¢ Microfinance Institutions (MFIs)

MFIs are organisations that provide small loans, savings, and insurance services to low-income
clients who lack access to banks. For instance, under the Pradhan Mantri Mudra Yojana (PMMY),
many MFls distribute Mudra loans of up to X10 lakh to small entrepreneurs across India.

e Cooperative Banks

Cooperative banks are member-owned institutions that provide credit and savings facilities to
farmers, artisans, and small traders. For example, the National Bank for Agriculture and Rural
Development (NABARD) supports State Cooperative Banks to finance farmers for crop production
and small rural enterprises.

e Regional Rural Banks (RRBs)

RRBs focus on rural development by providing affordable credit and financial services to farmers
and small entrepreneurs. For instance, under NABARD’s guidance, RRBs like Aryavart Bank in Uttar
Pradesh provide loans to SHGs and farmers for income-generating activities.

¢ Non-Banking Financial Companies (NBFC-MFIs)

NBFC-MFIs are private financial companies regulated by the Reserve Bank of India (RBI) that
specialise in microfinance. For example, under the Deendayal Antyodaya Yojana — NRLM, NBFC-
MFIs collaborate with state missions to provide women’s groups with affordable micro-loans for
livelihood development.
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UNIT 1.3: Role and Career of a Microfinance Executive

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Describe the job role and responsibilities of a Microfinance Executive.
2. Discuss the career advancement pathway and prospects for a Microfinance Executive.

— 1.3.1 Microfinance Executive Job Role and Responsibilities ——

Who is a Microfinance Executive?

A Microfinance Executive is a professional who helps individuals or groups, especially in rural and low-
income areas, access small loans and financial services. They work with banks, MFls, or government
programs to promote financial inclusion, support self-employment, and ensure timely loan repayment.
The following are the job roles and responsibilities, skillsets, and opportunities for advancement for a
micro-finance executive:

¢ Roles and responsibilities

o Identifying Potential Rural Clients
A Microfinance Executive visits villages and communities to find individuals or groups who need
financial support for livelihood activities. They identify eligible clients such as farmers, artisans,
or small traders who can benefit from microfinance services.

o Assessing Client Financial Needs
A microfinance executive study the client’s income, expenses, and business plans to understand
their exact financial requirements. This helps in recommending suitable loan products and
repayment options.

o Explaining Microfinance Product Benefits
The executive clearly explains the features, benefits, and advantages of various microfinance
products. For example, they inform clients about low-interest loans or insurance coverage
available under government schemes.

o Guiding Clients Toward Solutions
They help clients choose the best financial solutions for their needs, such as credit, savings, or
insurance services. Their guidance ensures that clients use funds wisely for productive purposes.

o Clarifying Loan Terms Inquiries
The executive answers clients’ questions about loan terms, repayment schedules, and interest
rates. They make sure clients fully understand the agreement before taking the loan.

o Establishing Rapport with Clients

A Microfinance Executive builds trust and friendly relationships with clients to make
communication easy and comfortable. This helps clients feel confident in sharing their financial
concerns.

o Engaging Community Leaders Effectively

A Microfinance Executive collaborate with village heads or local influencers to promote
microfinance schemes and encourage participation. This support helps in reaching more eligible
beneficiaries.
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Conducting Informal Client Assessments

A Microfinance Executive observe and interact with clients to assess their financial capacity
and repayment ability. This informal approach helps in understanding real financial situations
without heavy paperwork.

Active Listening For Financial Guidance

The executive listens carefully to clients’ problems and goals before suggesting any product or
loan. This ensures the financial advice is suitable and practical.

Respecting Cultural Norms Sensitively

A Microfinance Executive communicate respectfully, keeping local customs and traditions in
mind. This approach builds community trust and smoothens client interactions.

Addressing Loan Misconceptions Responsibly

AMicrofinance Executive clarify false beliefsaboutloans, such as fear of debt or misunderstanding
of interest rates. This education helps clients make informed financial decisions.

Providing Ongoing Client Support

The executive regularly follows up with clients to monitor progress and offer help when needed.
This support ensures timely repayments and successful business growth.

Community Engagement

Microfinance Executives can work in programs that focus on mobilising rural communities and
spreading awareness about government financial schemes.

Financial Counselling

They can work as counsellors helping individuals or groups plan budgets, manage savings, and
use loans effectively.

Client Support

Executives can also take up roles in post-loan services, such as repayment tracking, record
management, and client assistance in resolving financial issues.

e Skillsets required

Communication Skills

Good communication helps the Microfinance Executive clearly explain financial products and
loan terms to rural clients in simple language. It enables them to effectively identify potential
clients, explain product benefits, and clarify loan-related inquiries, ensuring clients make
informed choices.

Interpersonal Skills

Interpersonal skills allow the executive to build strong relationships with clients and community
leaders. These skills are vital for establishing rapport, engaging local influencers, and guiding
clients toward suitable financial solutions with trust and empathy.

Analytical Skills

Analytical thinking helps in understanding each client’s financial background and assessing their
repayment capacity. It supports functions like assessing client financial needs and conducting
informal client assessments to recommend appropriate loan options.

Active Listening

By listening carefully to clients’ concerns and goals, the executive can provide tailored
advice and resolve doubts effectively. This skill is essential for financial counselling, clarifying
misconceptions about loans, and offering practical financial guidance.
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o Cultural Sensitivity

Respecting local customs and traditions helps the executive communicate effectively and gain
trust in rural communities. This skill supports functions such as respecting cultural norms,
engaging community leaders, and encouraging wider participation in microfinance programs.

o Problem-Solving Skills

Problem-solving enables the executive to handle challenges faced by clients, such as repayment
difficulties or misunderstanding of loan terms. It is crucial for guiding clients toward solutions,
addressing misconceptions, and providing ongoing client support.

o Organisational Skills

Strong organisation helps the executive manage client records, loan applications, and follow-
up schedules efficiently. These skills are key for client support, data management, and tracking
loan performance to ensure smooth operations.

o Community Mobilisation Skills

The ability to motivate and organise people is essential for creating awareness about
microfinance schemes and forming SHGs. It plays a major role in community engagement,
identifying new clients, and connecting beneficiaries with government programs.

o Financial Literacy and Counselling Skills

Knowledge of basic finance helps the executive educate clients about saving, budgeting, and
responsible borrowing. This skill supports financial counselling, explaining product benefits,
and helping clients use funds productively.

o Empathy and Patience

Empathy allows the executive to understand client struggles and patiently assist them through
the loan process. It strengthens rapport building, ongoing support, and trust-based financial
relationships, ensuring long-term success for both clients and institutions.

— 1.3.2 Microfinance Executive Career Advancement

Microfinance Executive Career Advancement refers to the growth path and opportunities available for
professionals working in the microfinance sector. As they gain experience and skills, they can move
from field-level roles to higher managerial positions, contributing to rural development and financial
inclusion. Career advancement includes finding relevant job opportunities and the designations a
microfinance executive can achieve such as follows:

¢ Job Opportunities
The job opportunities include the relevant industries where the microfinance executive can find
employment such as follows:
o Microfinance Institutions (MFls)

Microfinance Executives can work with institutions that provide small loans and financial
services to low-income and rural families. They help client’s access credit for farming, small
businesses, or household enterprises through organised lending programs.

o Banks and Regional Rural Banks (RRBs)

Executives in banks and RRBs assist in implementing financial inclusion schemes that link
Self-Help Groups and small entrepreneurs with formal banking systems. They help in loan
disbursement, monitoring repayments, and supporting rural credit growth.

'
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o Non-Banking Financial Companies (NBFCs)
NBFCs employ Microfinance Executives to manage micro-loans, verify clients, and track
repayment activities. They play a vital role in reaching unbanked communities and supporting
small-scale economic activities.

o Cooperative Banks and Credit Societies
Executives in cooperative banks support farmers, artisans, and traders by providing affordable
loans and savings options. They also promote collective financial practices through member-
based rural credit systems.

o Government Programs and Missions
Microfinance Executives can work under government livelihood and entrepreneurship schemes
that focus on empowering women and rural workers. They help in training beneficiaries,
organising SHGs, and ensuring smooth access to financial support.

o Non-Governmental Organisations (NGOs)
Many NGOs employ executives to promote financial literacy, group formation, and income-
generating projects in rural areas. These roles involve close coordination with communities to
improve savings habits and reduce dependency on informal lending.

e Career Progression
The following are the designations that the career of a microfinance executive can progress to:

o Loan Officer/Field Executive
This is the entry-level position where the executive learns to assess clients, disburse loans, and
maintain records. Gaining strong client-handling and financial analysis skills helps in progressing
to higher roles.

o Branch Manager

After gaining experience in loan operations and team coordination, the executive can become
a Branch Manager, responsible for supervising staff and ensuring smooth branch performance.
Consistent achievement of loan targets and leadership abilities support this promotion.

o Regional Manager

With proven success in managing multiple branches and strong decision-making skills, the
Branch Manager can be promoted to Regional Manager. This role involves overseeing several
branches, monitoring growth, and ensuring policy compliance.

o Operations Head

The highest level in this path, where the Regional Manager moves into a strategic leadership
role. The Operations Head plans, directs, and controls all field and branch operations to achieve
the institution’s financial and social goals.
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Fig. 1.3.1: Microfinance executive career progression
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— Summary £

The Skill India Mission aims to empower youth by developing job-ready skills across various sectors,
including BFSI.

The BFSI (Banking, Financial Services, and Insurance) sector plays a crucial role in India’s economic
growth and financial inclusion.

The Banking sector provides essential financial services like savings, credit, and fund transfers.

The Financial Services sector includes investment, asset management, and microfinance institutions
that support individuals and small businesses.

The Insurance sector offers protection against financial risks through various insurance products.

Microfinance provides small loans and financial services to low-income individuals, especially in
rural and semi-urban areas.

Key terms in the Microfinance sector include self-help groups (SHGs), joint liability groups (JLGs),
and microcredit.

Microfinance organisations have structured workflows involving field officers, branch managers,
and regional heads.

A Microfinance Executive is responsible for client acquisition, loan disbursement, collection, and
maintaining customer relationships.

Professional behaviour and ethical conduct are essential for Microfinance Executives in handling
customers and financial records.

Career opportunities in the Microfinance sector range from field executives to branch or regional
managers.

Career progression depends on skills, performance, and understanding of financial operations
within the BFSI framework.
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— Exercise

Multiple Choice Questions:
1. What is the main aim of the Skill India Mission?
a. To promote sports and tourism b. To develop skill-based employment opportunities

c. To increase imports d. To reduce school education

2. What does BFSI stand for?
a. Banking, Financial Services, and Insuranceb. Business, Finance, and Savings Institution
c. Banking, Food, and Services Industry d. Basic Financial and Social Investments

3. Who provides small loans to low-income individuals?
a. Commercial banks b. Microfinance institutions
c. Insurance companies d. Stock exchanges

4. Which of the following is a key responsibility of a Microfinance Executive?
a. Writing advertisements b. Client acquisition and loan collection
c. Building infrastructure d. Teaching computer skills

5. What helps Microfinance Executives grow in their careers?
a. Political connections b. Skills, performance, and experience
c. Free training only d. Working fewer hours

Descriptive Questions:

1. Explain the objectives and benefits of the Skill India Mission in relation to the BFSI sector.
Describe the structure and importance of the BFSI sector in India’s economy.

Define Microfinance and discuss its role in supporting rural and low-income groups.
Describe the roles and responsibilities of a Microfinance Executive in daily operations.

vk W

Discuss the career growth and future opportunities available for Microfinance Executives.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://youtu.be/FYnu6N1TIxI https://youtu.be/rKP7ljlpda8

Overview of Skill India Mission BFSI sector overview

https://youtu.be/gcnylHvVKeg

Microfinance Executive Job Profile



https://youtu.be/FYnu6N1TJxI
https://youtu.be/rKP7ljlpda8
https://youtu.be/gcny1HvVKeg

2. Conduct Client
Outreach and
Fieldwork

Unit 2.1 - Client Identification and Assessment Skills

BFSI Sector Skill Council of India

“An Initiative of NSDC Unit 2.2 - Communication and Trust-Building Techniques

Unit 2.3 - Microfinance Products and Client Education

BSC/N2407
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— Key Learning Outcomes | ¢

By the end of this module, the participants will be able to:

=
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Elaborate onidentifying rural clients by understanding their financial needs and income sources.
Explain the benefits and features of microfinance products like loans, savings, and insurance.
Describe the importance of financial literacy and clear communication in client interactions.
Discuss the role of SHGs and community influencers in promoting financial inclusion.

Highlight the value of cultural sensitivity and trust-building with rural clients.

Illustrate client identification techniques through field exercises and role-plays.

Demonstrate effective communication of microfinance products in mock sessions.

Explain the use of active listening to address client queries and concerns.

Elucidate trust-building through discussions with SHGs and community leaders.

. Outline assessing client needs and recommending suitable financial products.
. Describe conducting client counselling on loan terms and repayment.

. Develop a simple guide for financial literacy and client awareness.

. lllustrate using local language to build rapport and trust with clients.
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UNIT 2.1: Client Identification and Assessment Skills

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Elaborate on identifying potential rural clients by assessing their income and financial needs.
2. Outline methods to assess client needs and match them with suitable financial products.
3. [lllustrate client identification methods.

— 2.1.1 Identifying Potential Rural Clients

A Microfinance Executive plays a key role in reaching out to people in rural areas who need small loans
for income-generating activities. Identifying the right clients ensures that loans are given to those who
can use them productively and repay on time. This process builds trust within the community and helps
promote financial inclusion. The following are the stages to identify potential rural clients:

e Community Mapping

The executive studies the local area to understand its population, occupations, and income levels.
For example, mapping a village where most families are involved in dairy farming or handicrafts
helps the executive target groups likely to need microloans for livestock or equipment. The following
table shows the types of community maps:

Type of

Resource Map

Community Map

Purpose

To identify natural and
community resources.

Description and Example

Shows locations of water sources, grazing
lands, forests, schools, and health centres
useful for planning livelihood projects.

To understand the social

Displays households, caste groups, income

Social Map and economic structure levels, and vulnerable families to help target
of the village. microfinance beneficiaries.
. s Highlights roads, electricity lines, markets,
Infrastructure To locate basic facilities enlie y .
. and transport routes that affect business
Map and connectivity.

accessibility and loan outreach.

Land Use Map

To analyse how land is
used in the area.

Differentiates agricultural, residential, and
wasteland areas to plan loans for farming or
land development activities.

Occupational
Map

To identify the main
livelihood sources of
people.

Shows clusters of farmers, artisans, or small
vendors to help executives target groups with
similar income activities.

Demographic
Map

To study the population
distribution and density.

Helps in understanding where more potential
clients live, such as densely populated
hamlets or labour settlements.
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Type of

. P D) ipti E |
Community Map urpose escription and Example

Poverty or Used to prioritise support for low-income
. To locate poor and o .
Vulnerability o families or women-led households in
marginalised households. o S
Map microfinance initiatives.

Table 2.1.1: Community Map Types

e Group Meetings and Awareness Camps

The executive organises meetings with villagers to explain the benefits of microfinance and
encourage participation. For instance, holding a small gathering at the panchayat hall to discuss
how women’s groups can start small tailoring or food processing units with financial support. The
following table shows the types of gatherings:

Type of Group

Meeting / Purpose Description / Example
Awareness Camp

To educate rural people The executive conducts a session in a
about savings, loans, and | community hall to explain how small savings
repayment discipline. and timely repayments improve credit access.

Financial Literacy
Camp

To motivate women to . . .
Women A meeting with local women encouraging

join Self-Help Groups . o
Empowerment J P P them to take collective loans for activities like

Meeting (SH.GS) and start small tailoring or handicrafts.
businesses.

To guide potential
borrowers on business
planning and income-
generating ideas.

A workshop where villagers learn how to start
small enterprises such as dairy farming or
food stalls with microloans.

Entrepreneurship
Development
Camp

To explain different loan The executive holds a session at a panchayat
products, eligibility, and office to clarify loan terms and repayment
documentation. procedures for small traders.

Loan Awareness
Session

. To build confidence and . .
Community The executive interacts with local leaders and

o transparency between .
Trust-Building P ¥ residents to address doubts and promote

. the microfinance . N
Meeting S . trust in the microfinance process.
institution and villagers.

To train group members
on collective decision-
making and record
keeping.

A practical session teaching SHG members
how to maintain meeting minutes and
manage group funds responsibly.

Training Camp
for SHG/ILG
Members

Table 2.1.2: Group meeting and awareness camp types

e Client Profiling and Eligibility Check

The executive collects information about the potential client’s income, savings habits, and business
plans. For example, verifying if a woman running a small grocery shop can afford regular repayments
before approving her loan request.
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Aspect of Client
Profiling /
Eligibility Check

Purpose

Basic Assessment Formula / Method

Income
Assessment

To determine the client’s
capacity to repay the loan.

Net Monthly Income = Total Income —
Essential Expenses.

Savings Habit
Evaluation

To measure financial discipline
and stability.

Savings Ratio = (Monthly Savings +
Monthly Income) x 100.

Business Plan
Analysis

To assess the viability and
profitability of the proposed
activity.

Profitability Ratio = (Expected Monthly
Profit + Loan Amount) x 100.

Credit History

To identify any past defaults or

Repayment Score = (Loans Repaid on

needs.

Check repayment patterns. Time + Total Loans Taken) x 100.
To ensure that the loan amount
Household .
Expense does not exceed repayment Debt-to-Income Ratio = (Monthly Loan
Ev:Iuation ability after meeting family Installment + Monthly Income) x 100.

Eligibility Decision

To make the final judgment on
whether the client qualifies for
the loan.

Eligibility = (Income Stability + Savings
Habit + Credit Score + Business
Viability) + 4 > 60%.

Table 2.1.3: Client profiling and assessment stages

Household Visits and Verification

Visiting clients’ homes helps the executive assess their living conditions and confirm the accuracy
of the information provided. For instance, checking if a farmer truly owns the cattle he plans to use
for milk production before loan sanction. The following are the components of household visit and

verification:

Checklist Item

Household Identity
Verification

Purpose

To confirm the applicant’s
identity and family details.

Description and Example

Checking voter ID, Aadhaar card, or
ration card to ensure the applicant’s
authenticity.

Residence Verification

To confirm that the client
lives in the stated location.

Visiting the client’s home and verifying
the address with neighbours or local
leaders.

and Dependents

Household Members

To understand family
size and financial
responsibilities.

Recording details of family members
to estimate household expenses and
repayment capacity.

Income Sources

To identify regular and

seasonal sources of income.

Observing whether the family earns
through farming, petty trade, or daily
labour.

Assets Owned

To assess financial stability
and collateral potential.

Checking ownership of livestock, tools,
or small equipment that support
livelihood.
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Checklist Item Purpose Description and Example

Observing the type of house (kutcha
or pucca), availability of electricity, and
sanitation facilities.

To understand the client’s

Living Conditions .
economic status.

L. To check fi ial .
Existing Loans or 0¢ e.c inancia Asking about loans from SHGs,
commitments and

Debts moneylenders, or banks.
repayment burden.

Ensuring that a client seeking a dairy
loan already owns or plans to buy
cattle.

Purpose of Loan To confirm the actual use of
Verification the proposed loan.

Discussing with neighbours or SHG
members about the client’s honesty
and repayment record.

To validate client credibility

Community Feedback through social reputation.

Based on findings, the executive rates
the client as low, medium, or high risk
for loan approval.

Final Assessment and | To decide loan eligibility
Recommendation after the visit.

Table 2.1.4: Household Verification Checklist for Microfinance

e Formation of Self-Help Groups (SHGs) or Joint Liability Groups (JLGs)

After identifying reliable clients, the executive encourages them to form small groups for mutual
support and shared responsibility in loan repayment. For example, organising ten women from
nearby households into an SHG to take joint loans for starting small-scale poultry farming. The
following are the key components of a Self-Help Groups (SHGs) or Joint Liability Groups (JLGs) that
a microfinance executive can focus on:

Feature Self-Help Groups (SHGs) Joint Liability Groups (JLGs)
. Savings, Internal Lending, and External Credit Linkage (Bank
Primary Focus
Empowerment Loan)
Group Size Generally 10-20 members Generally 4-10 members
- Peer support and moral Joint and Several Liability
Liability Type responsibility (contractual obligation)
Internal loans from savings; later, | Individual or group loans from
Loan Type
group loans from banks. banks.

Table 2.1.5: SHG- JLG Core Components

¢ Final Selection and Approval

The executive reviews all findings and recommends eligible clients for loan approval. For example,
selecting a group of vegetable vendors who show steady income and repayment potential to receive
a collective loan for expanding their businesses. For a Microfinance Executive, scoring a potential
rural client helps determine eligibility and repayment reliability. The stages are:
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Purpose

Scoring
Criteria

Scoring method

Example

All fields verified

Documen-tation

and complete
paperwork.

completed before
disbursement.

1-5 points based correctly =5
Ensure . .
. on completeness of points; minor
all client . P
. . L Accuracy | data from community missing info
Data Review information is . . .
Score mapping, meetings, = 3-4 points;
accurate and . . .
complete profiling, and household major missing
plete. verification. info =1-2
points.
1-10 points: higher points
for consistent monthly A woman with
Evaluate Income . .
. . income and regular consistent
Income and financial & . .
. . . . savings habits; e.g., a grocery sales
Savings Scoring | capacity and Savings . .
discipline Score woman running a grocery | and savings =
' shop with steady income | 8-10 points.
gets 8-10.
A s _ ints: hi . o .
ssess V|ab'|I|ty ' 1-10 p(.)m'ts .hlgher points Tailoring unit
. and potential Business | for realistic, income- .
Business Plan N s . . with steady
. profitability of | Viability | generating plans like
Evaluation L . . demand = 8-10
the proposed Score tailoring, dairy farming, or .
o . points.
activity. food processing.
Measure Credit & | 1-5 points: based on past | SHG reports
. trustworth- . .
Community and iness and Comm- repayment behaviour, timely
Credit Feedback repavment unity SHG feedback, and repayment = 4-5
reIFi)agiIity. Score community reputation. points.
Determine Sum of all previous
Final Elicibilit overall Total scores; clients or SHGs/ Sum of all scores
Score & 4 clicibility for Eligibility | JLGs scoring above the set | =32/40 >
& y . Score threshold (e.g., 270%) are | Eligible.
loan sanction. .
eligible for approval.
Finalise Clients with high scores . .
. Eligible clients
Recomm- clients for are recommended; .
. . Approval . proceed to sign
endation and loan sanction documentation
Status agreements and

disbursement.

Table 2.1.6: Client Scoring and Eligibility Checklist

needs:

— 2.1.2 Assessing Client Needs Effectively

A Microfinance Executive evaluates the financial requirements of clients to ensure the right loan
products are offered. Understanding client needs helps build trust and supports sustainable financial
growth. The following are the components through which a microfinance executive assesses client
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Financial Needs

The executive identifies the client’s income sources, expenses, and funding gaps to recommend
suitable loans. For example, assessing whether a farmer needs a loan for seeds, equipment, or

irrigation.
Financial Need Purpose Assessment / Calculation Examble
Component P Method P
. ., | Total Monthly Income = Farmer earns 10,000/
To determine client’s .
Income earning capacity and Sum of all income sources | month from crops +
Assessment repavment abilit (farm, business, wages, %2,000 from dairy =
pay y- other). 12,000 total income.
To understand Total Essential Expenses = Monthly household
. . . . expenses = X6,000
Essential regular financial Food + Education + Health .
Expenses obligations that + Utilities + Household (food 23,000, education
P affeit repayment needs %1,500, health 2500,
payment. : utilities T1,000).
Disposable To calculate the Disposable Income = 12,000 - 6,000 =
Incgme amount available for | Total Monthly Income — 6,000 available for
loan repayment. Essential Expenses. loan repayment.
Buying poultry stock
Loan To identify the exact Loan Requirement = costs X40,000; client

Requirement

amount client needs.

Cost of activity — Client’s
available funds.

can contribute 10,000
- Loan needed =
%30,000.

To check if the client

Maximum Monthly

30% of 6,000 = X1,800

and terms.

need.

z:p:ZiTent can pay installments | Installment = 30—40% of - Recommended EMI <
pacity comfortably. Disposable Income. X1,800/month.
. To recommend L°a.” Amount & Tenure Sanction X30,000 loan
Final Loan . decided based on .
suitable loan amount . for 18 months with EMI
Proposal repayment capacity and

of X1,750/month.

Table 2.1.7: Client Financial Needs Assessment

Client Concerns

The executive listens carefully to client doubts and queries to provide clarity and reassurance.

Addressing concerns helps clients make informed borrowing decisions.

o Clarifying Loan Terms

The executive explains interest rates, repayment schedules, and loan tenures in simple terms.
For example, showing a small business owner how monthly installments are calculated for a
working capital loan.

Loan Term Description

Interest Rate

reducing balance.

The percentage charged on the loan amount, which may be fixed or

Loan Tenure

The duration over which the borrower must repay the loan typically
ranging from a few months to a few years.
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Loan Term Description

Repayment How often the borrower makes repayments, e.g., weekly, monthly, or
Frequency quarterly.

Collateral / Assets or guarantees required (if any) to secure the loan; many
Security microloans are collateral-free.

One-time fees charged by the microfinance institution for processing

Processing Fees -
g the loan application.

Prepayment Terms regarding whether the borrower can repay the loan early without
Options penalties.

Penalty Charges | Fees applied if the borrower misses repayments or delays payment.

Loan Amount Minimum and maximum amounts that can be borrowed under a
Limits particular microfinance product.

Table 2.1.8: Microfinance loan terms

o Clarifying Inquiries
The executive answers specific client questions about eligibility, collateral, or documentation.
For instance, guiding a woman entrepreneur on how her SHG membership affects loan approval.

Type of Client Inquiry Purpose Description

Questions about age, income, SHG
membership, or credit history to
check if they can apply.

To determine if the client

Eligibility Inquiry qualifies for a loan.

Clients ask about minimum and
. To understand how much . o .
Loan Amount Inquiry thev can borrow maximum loan limits based on their
y ’ income or activity needs.

Questions about fixed vs reducing

To know th f . .
© know the cost o interest rates, and how interest

Interest Rate Inquiry

borrowing. affects EMls.

. Clients ask about installment
Repayment Terms To clarify repayment
Inquiry schedules and tenure frequency (weekly, monthly),

' tenure, and flexibility in repayment.
Questions about identity proof,

Documentation To understand what papers | address proof, SHG documents, or
Inquiry are needed. business plans required for loan

processing.

Clients ask if loans can be used for
farming, livestock, small business,
or household needs.

To check if their planned

Loan Purpose Inquir .
P MY | yseis acceptable.

Clients ask if early repayment is
allowed and whether there are
penalties.

Prepayment / Early To know about paying off
Settlement Inquiry loans early.
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Type of Client Inquiry Purpose Description

Questions about delayed
Grievance / Support To seek help with issues or | disbursement, errors in EMI
Inquiry complaints. calculation, or assistance in

resolving repayment issues.

Table 2.1.9: Client inquiry types

— 2.1.3 Methods for Client Identification

A Microfinance Executive must identify potential clients carefully to ensure loans reach those who
can use them productively and repay on time. Effective client identification helps expand financial
inclusion and builds trust within rural communities. The following are the different methods of client
identification for a microfinance executive:

Method Description

Studying villages or towns to understand population distribution,
occupations, and income levels. For example, mapping areas where most
families are involved in dairy farming or handicrafts to target likely loan
beneficiaries.

Community Mapping

Organising meetings with villagers to explain microfinance benefits
Group Meetings / and encourage participation. For instance, conducting a session at the
Awareness Camps local panchayat hall for women'’s groups interested in tailoring or food
processing businesses.

Self-Help Gro . .
P up Encouraging small groups of clients to come together for mutual support

(§HG.)./ loint and joint loan responsibility. For example, forming a group of women from
Liability Group (JLG) . .
Formation nearby households to take a collective loan for poultry farming.

Visiting potential clients” homes to assess living conditions, verify income
sources, and confirm the accuracy of information. For example, checking if
a farmer truly owns the cattle intended for milk production.

Household Visits and
Verification

Identifying clients through recommendations from community leaders,
SHGs, or satisfied borrowers. For instance, a village leader introducing a
trustworthy small business owner for a microloan.

Referrals and Local
Networking

Collecting detailed information on income, savings habits, and business
plans to assess repayment capacity. For example, verifying that a small
grocery shop owner can manage monthly installments without difficulty.

Client Profiling and
Eligibility Check

Table 2.1.10: Methods for Client Identification
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UNIT 2.2: Communication and Trust-Building Techniques

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Describe the need for financial literacy and clear communication during client engagement.
Explain active listening techniques for resolving client queries effectively.

Highlight the importance of cultural awareness and trust in client interactions.

Illustrate ways to use local language for better communication and client trust.

vk W

Elucidate trust-building approaches through discussions with SHG and community leaders.

— 2.2.1 Communication Skills in Financial Management

A Microfinance Executive uses clear and friendly communication to engage clients and understand
their needs. Effective interaction helps clients feel comfortable sharing financial goals and challenges.

e (Client Engagement

The executive explains financial concepts like savings, interest rates, and loan repayment in simple
terms. This helps clients make informed financial decisions and manage money responsibly. The
following are the different models of client management used in microfinance:

Client Engagement
Model

Description Application

A women’s self-help group
collectively takes a microloan
for small-scale food processing,
ensuring mutual accountability.

Clients are organised into small
groups that jointly apply for and
repay loans.

Group-Based Model
(SHG/ILG)

A small shop owner receives an

Loans are given directly to e .
g Y individual loan to expand inventory

Indivi IL i e e s .
ndividual Lending | ;- i idual clients after personal

Model based on income verification and
assessment. .
repayment history.
The executive works with local . .
. o Collaborating with panchayat
Community leaders and institutions to
. . . . members or local NGOs to reach
Partnership Model identify and engage potential . .
. eligible borrowers in rural areas.
clients.
A village-level association . .
- . & . . A village bank collects savings from
Village Banking manages savings and credit .
s .. members and provides small loans
Model activities under the supervision o .
. . within the community.
of a microfinance executive.
Clients interact through mobile .
. .. . Farmers use a mobile app to check
Mobile / Digital apps or digital platforms s .
. loan eligibility, submit documents,
Engagement Model | for loan applications and . .
and receive repayment reminders.
repayments.
. The executive visits clients at A loan officer conducts home visits
Doorstep Service . . .
their homes or workplaces to to collect installments and discuss

Model e . . . . . .
provide financial services. new credit options with rural clients.
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Client Engagement
Model

Description Application

Working with a women’s NGO
to identify and train potential
micro-entrepreneurs before loan
disbursement.

Collaborating with existing local
organisations to build trust and
expand outreach.

Partnership Model
with SHGs / NGOs

Table 2.2.1: Client Engagement Models

¢ Financial Literacy
The executive listens carefully to client concerns before offering financial advice or solutions. Active
listening ensures that the guidance provided matches the client’s actual needs and repayment
ability. The following image points to the importance of financial literacy:

Advanced Decision Wealth Accumulation Fraud Prevention
Architecture Dynamics Mechanisms
Risk Mitigation Market
Strategies Understanding

Fig. 2.2.1: Importance of financial literacy

_ 2.2.2 Active Listening Techniques and Client

Query Resolution

Active listening requires focused attention with verbal and non-verbal cues and summarising client
concerns to ensure clear, mutual understanding. Client query resolution focuses on quickly diagnosing
the core issue, delivering accurate information or appropriate redirection, and confirming the client's
satisfaction with the outcome.

" & B < 9) %:l

PAY ATTENTION DON'T INTERRUPT SUMMARIZE MAINTAIN SHOW INTEREST REQUEST
EYE CONTACT CLARIFICATION
’ @ :
r' fi g", w@ 1| "' O G
USE POSITIVE PARAPHRASE WITHHOLD SHOW EMPATHY REPEAT SHARE
BODY LANGUAGE JUDGEMENT KEY PHRASES

Fig. 2.2.2: Active Listening Skills
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Active listening skills are needed by a microfinance executive in the following avenues:

¢ Financial Guidance

The executive listens carefully to client concerns before offering financial advice or solutions. Active
listening ensures that the guidance provided matches the client’s actual needs and repayment
ability. The following are the types of active listening skills needed by a microfinance executive:

Active listening skill in financial

. Outcome
guidance

Helps the executive understand the client’s real financial

Paying Full Attention needs without distraction.

Ensures the executive correctly interprets the client’s

Paraphrasing an mmarisin . . .
araphrasing and Summarising statements and avoids misunderstandings.

Builds emotional trust, making clients more comfortable

Empathetic Listening discussing money-related challenges.

Non-Verbal Acknowledgment Shows respect and attentiveness, encouraging clients to
(Nods, Eye Contact) share more openly.

Helps the executive gain deeper insight into client concerns

Asking Clarifying Questions and financial goals.

Allows clients to fully express their thoughts, leading to more

Avoiding Interruptions . . .
g P accurate financial advice.

Confirms understanding and helps clients feel heard and

Providing Feedback valued during discussions.

Table 2.2.2: Active Listening Skills and Outcomes

¢ Conducting Informal Client Assessments
By paying attention to tone, behaviour, and responses during conversations, the executive can
assess a client’s financial understanding and confidence. This helps in tailoring communication and
support accordingly.

Active Listening Skill in Client

Outcome
Assessment

Enables the executive to observe client behaviour, tone, and

Paying Full Attention . L .
ying confidence during informal conversations.

Helps confirm the client’s financial situation and ensures

Paraphrasing and Summarisin .
P g € | details are accurately understood.

Builds trust, allowing clients to speak openly about personal

E thetic Listeni . . cce .
mpathetic Listening or financial difficulties.

Non-Verbal Acknowledgment Encourages clients to communicate freely and creates a
(Nods, Eye Contact) comfortable assessment environment.

Helps the executive gather precise details about the client’s

Aski larifyi i .
sking Clarifying Questions income, expenses, and goals.

Gives clients time to explain their financial activities

Avoiding Interruptions . . .
naturally, revealing genuine information.

Table 2.2.3: Informal Client Assessment Skills and Outcomes
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— 2.2.3 Building Trust through Cultural Awareness

Building trust through cultural awareness involves a Microfinance Executive studying local customs,
festivals, and language nuances to show respect for the community they serve. This demonstration of
empathy and understanding helps overcome social barriers and fosters a deeper relationship, making
clients more comfortable discussing their financial lives and committing to long-term engagement.

W

e Community
Belief
systems

( ¢ Essential
Resources
Identification

Engagement

® |ssues
affecting
trust

¢ Empathy
e Collaboration
e Alignment

J L

Fig. 2.2.3: Community and cultural engagement framework

The following are the stages of building trust though cultural awareness framework for a microfinance
executive:
e Respecting Cultural Norms Sensitively
The executive must understand and respect local customs, traditions, and values while interacting
with clients. This creates mutual respect and strengthens client relationships.
e Establishing Rapport with Clients
Friendly, respectful communication and consistent follow-ups help the executive build rapport.
When clients feel understood and valued, they are more open to participating in financial programs.
¢ Engaging Community Leaders Effectively

Community leaders act as trusted links between the institution and local people. Involving them in
awareness meetings and loan discussions helps build credibility and social acceptance.

— 2.2.4 Local Language in Client Interactions

Using the local language helps clients understand financial terms easily and express their doubts
confidently. It also builds comfort, trust, and a sense of belonging during financial discussions. There
are 22 officially recognised local languages and several hundred dialects spoken across the country
(Census of India, 2011). The following are the techniques of engaging in client interactions through the
local language:
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Technique for Local Language
Interaction

Using Culturally Familiar
Greetings

Description

Start conversations with respectful local greetings to build
rapport and show cultural understanding. For example,
greeting clients with “Namaste” or using region-specific
phrases like “Vanakkam” or “Namaskara.”

Simplifying Financial Terms

Explain complex financial terms using simple local words. For
example, describing “interest rate” as “the extra money you
pay back with the loan.”

Storytelling and Local Examples

Use local proverbs, stories, or practical situations to explain
financial ideas. For instance, comparing savings to storing
grains during harvest for future needs.

Visual and Verbal Support

Combine verbal explanations with charts, pictorial posters,
or leaflets written in the local language to make financial
concepts easier to understand.

Active Listening in Local Dialect

Listen carefully when clients speak in their dialect to catch
emotional cues and better understand their financial
challenges. For example, noting the tone or words used to
describe debt stress.

Encouraging Two-Way
Communication

Invite clients to share their opinions, experiences, or
guestions in their local language. This helps those express
concerns freely and improves trust.

Consistent Use of Local Language
Across Meetings

Continue using the local language in every meeting or
follow-up visit to maintain comfort and strengthen client
relationships over time.

Table 2.2.4: Techniques of Local Language Interaction for a Microfinance Executive

~2.2.5 Trust-building Approaches with SHGs and

Community Leaders

with SHGs and community leaders:

The executive can build trust by maintaining transparency, timely communication, and showing
commitment to the group’s progress. Regular meetings, honest feedback, and community involvement
strengthen long-term relationships with SHGs and leaders. The following are the stages of trust building

Trust-Building Approach Description

Share clear information about loan terms, repayment schedules, and
Maintaining Transparency | benefits with SHG members and leaders. For example, explaining all
charges and repayment rules openly during meetings.

Keep SHGs and community leaders informed about loan approvals,
Timely Communication disbursements, and upcoming activities. For instance, updating the
group promptly about changes in repayment dates or interest rates.
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Trust-Building Approach Description

Conduct periodic meetings to discuss progress, address issues, and
provide guidance. For example, holding monthly SHG meetings to
review savings and repayment performance.

Regular Meetings and
Follow-ups

Give fair and constructive feedback to members on financial
discipline and record maintenance. For instance, appreciating groups
with timely repayments and advising others on improvement.

Providing Honest
Feedback

Involve SHGs and local leaders in awareness campaigns, training
Encouraging Community sessions, and financial education programs. For example, engaging
Participation respected village leaders to motivate others to join microfinance
initiatives.

Publicly acknowledge well-performing SHGs and leaders during
meetings or events. For instance, presenting certificates or
appreciation letters to groups with 100% repayment records.

Recognising Group
Achievements

Offer skill development and financial literacy training to SHG
members for better management. For example, organising workshops
on bookkeeping and income generation activities.

Supporting Capacity
Building

Table 2.2.5: Trust-Building Approaches with SHGs and Community Leaders
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UNIT 2.3: Microfinance Products and Client Education

— Unit Objectives

By the end of this unit, the participants will be able to:

©

1. Explainthe key benefits and eligibility of microfinance products such as loans, savings, and insurance.

vk W

Discuss how SHGs and community influencers support financial inclusion in rural areas.
Elaborate on clear communication of microfinance products during client interactions.
Describe how to conduct client counselling sessions on loans and repayment details.
Describe simple financial literacy tools to educate clients on savings and responsibilities.

— 2.3.1 Microfinance Products and Benefits Explained

The executive highlights how the loan can help improve income, support business growth, or meet
household needs. For example, explaining to a group of villagers how a poultry loan can increase daily
earnings and financial stability. The following table shows the types of microfinance products:

Microfinance
Product Type

Income-Generating
Loan

Description

Loans provided to start or
expand small businesses or
farming activities.

Benefits

Helps increase household income; e.g., a
farmer in a rural district takes a loan to buy
seeds and tools for crop cultivation.

Emergency /
Consumption Loan

Short-term loans for urgent
personal or household needs.

Provides immediate financial support
during emergencies; e.g., a family in a
village borrows to cover medical expenses
for a member.

Education Loan

Loans to support children’s
school or college fees.

Ensures uninterrupted education and
reduces financial burden; e.g., a client
from a small town borrows to pay school
tuition for their children.

Housing / Home
Improvement Loan

Loans for building, repairing, or
upgrading homes.

Improves living conditions and asset value;
e.g., a rural household takes a loan to
construct a toilet or renovate their house.

Livelihood / Asset
Loan

Loans to purchase productive
assets like livestock, tools, or
machinery.

Enhances income-generating capacity;
e.g., a woman entrepreneur in a village
borrows to buy cows or a sewing machine
for dairy or tailoring business.

Group Loan (SHG/
ILG)

Loans disbursed to a group
of clients who share joint
responsibility for repayment.

Encourages mutual accountability, social
cohesion, and easier access to credit;
e.g., a women’s SHG in a district takes a
collective poultry loan.
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Microfinance

Product Type Benefits

Description

Supports agricultural productivity and
income stability; e.g., a farmer borrows to
buy fertilisers, irrigation pumps, or tractors
to improve crop yield.

Loans specifically for farming

Agricultural Loan . .
gricultural Loa inputs and equipment.

Table 2.3.1: Microfinance Products and Benefits

¢ Clarifying Loan Terms Inquiries

Loan Terms Inquiries refer to the questions clients ask about interest rates, repayment schedules,
loan tenure, and related conditions before taking a loan. A Microfinance Executive clarifies these
inquiries by explaining each term in simple, local language—using real-life examples and transparent
information to help clients fully understand their financial commitments.

Type of Loan Term

Inquiry

Interest Rate

Description

Clients ask about how interest
is calculated—whether it’s flat

Example

Helps clients understand the true cost
of borrowing; e.g., an artisan confirms

Inquiry . if the interest decreases as loan
or reducing balance. . .
installments are paid.
. I Ensures borrowers plan repayments
Clients seek clarification on according to incomzc cIesF? ey 3
Repayment the frequency and mode of & ycles; €.&.,

Schedule Inquiry

repayment (weekly, biweekly,
or monthly).

vegetable vendor chooses a weekly
repayment plan matching daily
earnings.

Loan Tenure
Inquiry

Clients ask about the total
duration for loan repayment.

Enables clients to select suitable
tenure; e.g., a dairy farmer prefers
a 12-month loan to match milk
production cycles.

Processing Fee
Inquiry

Clients inquire about one-time
charges for processing their
loan applications.

Builds transparency and prevents
misunderstandings; e.g., a shopkeeper
asks if any upfront deduction will be
made from the loan amount.

Prepayment and
Penalty Inquiry

Clients ask if they can repay
early or what happens if they
delay payment.

Promotes financial discipline and
trust; e.g., a borrower checks if early
repayment reduces total interest.

Collateral or
Security Inquiry

Clients want to know if any
asset or group guarantee is
required.

Provides clarity and confidence; e.g.,
a member of an SHG confirms that
no physical collateral is needed as the
group guarantees repayment.

Loan Renewal or
Top-Up Inquiry

Clients inquire about extending
or increasing their loan after
successful repayment.

Encourages long-term relationships;
e.g., a small trader asks about
eligibility for a higher loan to expand
business after full repayment.

Table 2.3.2: Clarifying Loan Terms Inquiries
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2.3.2 Promoting Financial Inclusion through SHGs and
Community Influencers

Promoting financial inclusion through Self-Help Groups (SHGs) and community influencers helps extend
financial services to people in rural and underserved areas. A Microfinance Executive works closely
with these groups and local leaders to encourage savings, access credit, and improve community
participation in financial activities. The following are the stages of promoting financial inclusion through
SHGs and community influencers:

Type of Financial
Inclusion Activity

Mobilising Self-Help
Groups (SHGs)

Description

Encouraging the formation of small
groups, especially among women,
to promote savings and collective
borrowing.

Example

A group of rural women forms

an SHG to save regularly and
access a group loan for a tailoring
business.

Training and Capacity
Building

Conducting workshops on financial
literacy, bookkeeping, and
entrepreneurship.

The executive organises a training
session for SHG members on
maintaining records and planning
small enterprises.

Linking SHGs with
Financial Institutions

Connecting SHGs to banks or
microfinance organisations for loans
and savings accounts.

An SHG opens a joint bank
account and becomes eligible for
microcredit after six months of
savings.

Engaging Community
Leaders

Partnering with respected local
leaders to promote trust and
participation in financial programs.

A village leader encourages
farmers and shopkeepers to
attend a microfinance awareness
meeting.

Awareness Campaigns
on Financial Inclusion

Organising local events to educate
people about microloans, insurance,
and savings options.

A microfinance executive holds
a village fair booth explaining
loan benefits and responsible
borrowing.

Peer Support and
Mentorship

Using successful SHG members and
influencers as role models for new
borrowers.

Experienced SHG leaders share
their stories of business success
and timely loan repayment to
inspire others.

Community Feedback
and Monitoring

Collecting feedback from SHG
members and influencers to improve
financial services.

The executive meets with SHG
representatives monthly to
discuss repayment progress and
training needs.

Table 2.3.3: Promoting Financial Inclusion through SHGs and Community Influencers

— 2.3.3 Client Counselling and Financial Education

Client counselling is a process where a Microfinance Executive guides clients in making informed
financial decisions by understanding their needs, challenges, and goals. Financial Education involves
teaching clients basic financial concepts such as saving, budgeting, credit management, and responsible
borrowing to improve their financial well-being. The following are the types of client counselling and

financial education:
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¢ Providing Ongoing Client Support
Providing Ongoing Client Support ensures that borrowers continue to use financial services
effectively, repay loans on time, and grow their income-generating activities through regular
guidance and follow-up. The following are the types of ongoing client support that a microfinance
executive needs to provide:

Stage Description

The executive explains repayment schedules, savings requirements,
Post-Loan and financial responsibilities after loan disbursement. For example,
Orientation guiding SHG members on how to record transactions and maintain

group accounts.

Scheduled visits or phone calls help monitor repayment progress and
Regular Follow-ups address early warning signs of difficulty. For instance, checking on a
borrower facing crop loss to discuss repayment flexibility.

The executive provides personalised advice on managing income,
Financial Counselling | expenses, and savings. For example, suggesting a small trader diversify
income to handle seasonal fluctuations.

Immediate assistance is provided if clients face repayment challenges
Problem Resolution or misunderstand loan terms. For instance, rescheduling payments for
a client affected by temporary illness.

Business The executive connects clients with training, markets, or additional
Development financial products to help expand their businesses. For example,
Support referring a weaver to a skills program for improving product quality.

Clients are encouraged to save regularly and adopt micro-insurance for
protection. For example, promoting savings accounts and insurance for
livestock or health emergencies.

Encouraging Savings
and Insurance Use

Feedback Collection | Gathering client feedback helps improve services and strengthen long-
and Relationship term relationships. For instance, conducting a feedback meeting to
Building understand satisfaction with loan services.

Table 2.3.4: Stages of Providing Ongoing Client Support

¢ Addressing Loan Misconceptions Responsibly

Addressing Loan Misconceptions Responsibly means a Microfinance Executive clarifies client
doubts with clear explanations to ensure informed and stress-free borrowing. The following are
the stages of addressing loan misconceptions:

Type of Loan Misconception How a Microfinance Executive Addresses It

Explains the actual interest calculation method (flat or

High Interest Perception . o . .
g P reducing) using simple examples relevant to the client’s income.

Repayment Burden Breaks down the repayment schedule into manageable
Misunderstanding installments and aligns it with the client’s cash flow.
Collateral Requirement Clarifies whether the loan requires collateral or is group/SHG
Confusion guaranteed, using real-life examples from similar clients.

Reviews the client’s income, savings, and group membership to

Loan Eligibility Doubts explain eligibility clearly.
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Type of Loan Misconception How a Microfinance Executive Addresses It

Transparently explains processing fees, prepayment options,

Fear of Hi h -
ear of Hidden Charges and penalty charges to remove uncertainty.

[llustrates acceptable uses of the loan with practical examples

Misunderstanding Loan . . . L
g like small business expansion, farming inputs, or household

Purpose

P needs.
Prepayment and Penalty Provides clear guidance on early repayment rules and
Confusion associated benefits or penalties.

Explains the SHG/ILG structure and joint responsibility to
ensure clients understand collective liability and mutual
support.

Assumption of Group
Liability Issues

Table 2.3.5: Types of microfinance loan misconceptions and how to address them
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— Summary £

Client outreach is an essential part of microfinance operations to identify and support rural and
underserved populations.

Microfinance Executives assess clients’ income, savings, and borrowing capacity before
recommending financial products.

Client assessment helps match suitable financial products based on repayment ability and business
needs.

Effective communication ensures clients clearly understand loan terms, interest rates, and
repayment schedules.

Financial literacy empowers clients to make informed decisions and manage their finances
responsibly.

Building trust with rural clients requires empathy, cultural understanding, and consistent
engagement.

Self-Help Groups (SHGs) and community leaders play a vital role in promoting financial inclusion.
Active listening helps address client concerns and strengthens client—institution relationships.

Fieldwork, case studies, and role-play activities improve client identification and communication
skills.

Microfinance Executives must explain the benefits and eligibility of loans, savings, and insurance
clearly.

Client counselling helps ensure clients understand their rights, responsibilities, and repayment
commitments.

Using local language and culturally relevant communication helps build rapport and long-term trust.
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— Exercise

Multiple Choice Questions

1. What is the first step in identifying potential microfinance clients?
a. Offering loans directly b. Assessing income and financial needs
c. Promoting insurance products d. Conducting bank audits

2. Why is financial literacy important for clients?
a. It helps them spend more money b. It enables better financial decision-making
c. It replaces loan counselling d. It increases interest rates

3. Which of the following promotes financial inclusion in rural areas?
a. Community influencers and SHGs b. Only government banks
c. Industrial investors d. Urban business owners

4. What is a key communication skill for Microfinance Executives?
a. Speaking only in English b. Active listening and clear explanation
c. Avoiding client questions d. Using technical terms only

5. What helps in building long-term trust with clients?
a. Quick loan approval b. Cultural sensitivity and consistent communication
c. Reducing field visits d. Avoiding community meetings

Descriptive Questions:

1. Explain how Microfinance Executives identify and assess clients in rural and underserved areas.
Discuss the importance of financial literacy and clear communication in client interactions.
Describe how SHGs and community influencers help promote financial inclusion.

Elaborate on the methods used to build trust and rapport with clients in rural communities.

vk W

Explain the process of conducting effective client counselling and promoting financial awareness.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://youtu.be/E672NMBIxs8 https://youtu.be/bdVnpXpFCmO

Potential Rural Clients in Microfinance Financial communication in microfinance concepts

https://youtu.be/bdVnpXpFCmO

Promoting Financial Inclusion through SHGs and Community Influencers



https://youtu.be/E672NMBIxs8
https://youtu.be/bdVnpXpFCm0
https://youtu.be/bdVnpXpFCm0

3. Facilitate Loan
Processing and
Management

Unit 3.1 - Loan Application and Documentation
Unit 3.2 - Creditworthiness and Repayment Capacity

Unit 3.3 - Loan Monitoring and Recovery

BSC/N2408
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— Key Learning Outcomes | ¢

By the end of this module, the participants will be able to:

1.

14.
15.
16.
17.
18.
19.
20.
21.
22.

Elaborate on the step-by-step process of filling out a loan application form with accurate
information.

Describe the key documents required for loan applications, including identity, income, and
collateral proofs.

Explain the microfinance institution (MFI) policies and regulatory guidelines for loan processing.
Elaborate on analysing a borrower’s credit history and repayment behaviour to determine loan
eligibility.

Explain the essential financial details needed to assess repayment capacity and household
expenses.

Differentiate between good and poor creditworthiness based on repayment performance.
Evaluate financial risks such as irregular income and seasonal employment affecting repayment.
Explain how to assess loan affordability by calculating the borrower’s debt-to-income ratio.
Explain the importance of credit scores and risk ratings in loan approvals.

. Outline methods for tracking loan repayments, including reminders and follow-ups.

. Discuss early warning indicators of repayment difficulties among borrowers.

. Highlight ways to assist borrowers facing repayment challenges through supportive measures.
. Describe how to examine the effects of loan defaults on penalties, credit scores, and legal

outcomes.

Compare various strategies for restructuring loans and modifying repayment plans.
Summarise the procedures for handling delinquent loans and escalating serious cases.
Illustrate how to fill out a sample loan application form accurately using given data.
Elucidate the process of verifying authenticity of documents through checking exercises.
Describe how to collect and analyse financial data to evaluate repayment capacity.
Demonstrate mock credit evaluation methods and assign suitable risk ratings to borrowers.
Illustrate tracking repayment schedules to identify missed payments and patterns.

Discuss how to conduct borrower follow-up calls for encouraging timely repayments.

Explain how to prepare loan recovery reports summarising repayment trends and suggested
actions.
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UNIT 3.1: Loan Application and Documentation

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Elaborate on the correct procedure for filling out a loan application form with complete and
accurate details.

2. Describe the essential documents required for loan processing, including ID proof, income records,
and collateral papers.

3. Explain key MFI policies and regulatory norms governing loan application and approval processes.
Illustrate the correct way to complete a sample loan application using provided borrower details.
5. Elucidate the process of verifying document authenticity through systematic checks.

— 3.1.1 Correct Procedure for Loan Applications

The correct procedure for loan applications ensures that clients complete forms accurately, understand
all loan conditions, and have their applications processed without delay. A Microfinance Executive
plays a key role in guiding clients, explaining terms, and ensuring timely submission for approval. The
following table shows the correct stages for loan application:

e Group Formation and Initial Screening

o MFE Role: The MFE identifies eligible individuals (often women) and facilitates the formation of
a Self-Help Group (SHG) or Joint Liability Group (JLG), ensuring members meet the MFl's criteria
(e.g., proximity, similar economic activity, shared trust).

Microfinance Injection

| - ~

WI[ZI[I‘ZIE]] Women User
sp emfic e Loans practices
Lending * Savings Loan practices
* Training
1
7
[ Increased income + Consumption ]

Fig. 3.1.1: Group formation framework

e Initial Verification: The MFE conducts a preliminary assessment (Socio-Economic Survey) to verify
the client's income-generating activity, household profile, and residence.

—______&__________
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o Financial Literacy and Training: The MFE conducts mandatory training sessions, explaining
the group mechanism, the importance of regular savings (for SHGs), and the concept of Joint
Liability (for JLGs).

e Application Submission and Documentation (MFE Guided)

o Guide Clients Completing Loan Applications: The MFE directly assists illiterate or less educated
clients in accurately filling out the application form, ensuring all Know-Your-Customer (KYC)
documents (e.g., Aadhaar Card, Voter ID) are collected and verified immediately.

o Explain Loan Terms and Schedules: This is critical. The MFE clearly explains the loan terms,
including the effective interest rate ($r$), the repayment frequency (often weekly), and the
complete repayment schedule, ensuring the client understands the cost and obligation before
they commit.

o Group Resolution: For JLG/SHG loans, the MFE oversees the group meeting where the loan
purpose, amount, and terms are collectively approved and documented via a formal group
resolution.

L)) L)

®

“ KYC
Documents
J L)

@ Passport o )

Rent ;

®
Agreement E\ )
Fig. 3.1.2: KYC documents

e Credit Assessment and Field Verification (MFE Input)

o Field Verification Report: The MFE conducts a crucial visit to the client's home and business
location to confirm the application details, assess the feasibility of the proposed income-
generating activity, and gauge the client's "Character" and "Capacity" for repayment.

o Credit Bureau Check: The MFI’s back-office runs a check with Microfinance Credit Bureaus to
confirm the client has no existing defaults or over-indebtedness with other MFls.

o Recommendation: Based on the field visit, the MFE prepares and submits a Recommendation
Report to the Branch Manager, providing critical input for the final underwriting decision.

&
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Fig. 3.1.3: Parameters for credit verification

Sanction, Agreement, and Disbursement (MFE Facilitated)

o Approval: The Branch Manager or Credit Officer reviews the MFE's recommendation and the
group's credit check to issue the final approval (sanction).

o Loan Agreement: The MFE oversees the signing of the final Loan Agreement by the group
members, re-confirming the joint liability clause and repayment schedule one last time.
o Disbursement: The MFE facilitates the disbursement of the loan amount, increasingly via

direct bank transfer to the client's account (to promote digital literacy and reduce cash risk), or
physically in a group meeting. The MFE ensures the client receives the correct amount promptly.

Step 1 - Fill loan application J

Collect, analyse and verify provided information

Step 2: Processing ]

Credit report

assessment

Agreement Appraisal check Verification check Documentation check

Step 3: Underwriting
Deep analyse and interpretation of loan application
|

D Credit analysis

Martgage insurance

Customer property analysis Condition assessment

Step 4: Loan application closing and funding ]

Docs

Order loan docs Signed verified

Fig. 3.1.4: Loan disbursement stages

Verification

docs retumned Final conditions

Add text here Add text here
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Type of Document

Identity Proof

— 3.1.2 Essential Documents for Loan Processing

In microfinance, proper documentation ensures that loans are processed transparently and that clients
meet eligibility requirements. These documents help verify identity, income, and purpose of the loan,
protecting both the borrower and the lending institution. The following are the different kinds of
documents used in loan processing:

Purpose

Confirms the borrower’s identity
and prevents fraud.

Examples

Aadhaar Card, Voter ID Card,
PAN Card, Passport

Address Proof

Verifies the borrower’s place of
residence.

Electricity Bill, Ration Card,
Rental Agreement, Telephone
Bill

Income Proof

Ensures the borrower’s ability to
repay the loan.

Salary Slip, Employer
Certificate, Income Certificate,
Bank Statement

Photographs

Used for record-keeping and
identification.

Recent Passport-sized
Photographs

Loan Application Form

Contains personal, financial, and

loan details filled by the applicant.

Duly Filled Loan Application
Form

Business Proof (for self-
employed)

Confirms the authenticity of
business income.

Shop Registration Certificate,
Trade License, GST Registration

Guarantor/Reference
Documents

Validates support or guarantee
from a third party.

Guarantor’s ID Proof, Signature
Verification

Collateral or Asset Proof (if
applicable)

Ensures security against the loan.

Property Documents, Vehicle
RC Book, Fixed Deposit Receipt

Table 3.1.1: Key Documents for Loan Processing

e Verify authenticity of client documents

A microfinance executive carefully checks each client’s documents such as ID, address, and income
proof to ensure they are genuine. They compare details on the documents with the information
given in the loan form. This helps prevent fraud and ensures that only eligible clients receive loans.

e Collect additional required client documentation

Sometimes clients may miss submitting certain papers or need to provide extra proofs for
verification. The microfinance executive guides them on which documents are still needed and
helps them gather those quickly. This ensures that the loan file is complete and ready for processing
without delay.

¢ Maintain records of application status

A microfinance executive keeps clear and updated records of every loan application from submission
to approval or rejection. They regularly update the system or register with the client’s progress and
communication details. This helps in tracking the loan process and maintaining transparency for
both clients and the institution.
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The table explains the key regulatory rules and guidelines that microfinance executives must follow
while verifying documents, collecting additional proofs, and maintaining client loan records:

Activity Relevant Rules and Guidelines Explanation

Executives must verify client

Verify authenticity of | Know Your Customer (KYC) identity and address using valid KYC
client documents Guidelines by the Central Bank | documents. This ensures authenticity
and prevents fraud.

Executives gather extra proofs if
Customer Due Diligence (CDD) | documents are incomplete or unclear.
Norms This confirms the accuracy of client
information before approval.

Collect additional
required client
documentation

Executives must store client records
safely for several years. Proper
record-keeping supports audits and
transparency.

Record Retention Policy
under RBI and Microfinance
Institution (MFI) guidelines

Maintain records of
application status

Table 3.1.2: Regulatory Rules for Microfinance Documentation

— 3.1.3 MFI Policies and Regulatory Norms

Microfinance Institutions (MFls) operate under strict policies and regulations to ensure fair lending,
client protection, and financial transparency. These norms are framed by the Reserve Bank of India
(RBI) and supported by laws such as the Microfinance Institutions (Development and Regulation) Bill,
Reserve Bank of India Act, 1934, and Credit Information Companies (Regulation) Act, 2005. The goal
is to promote responsible microfinance practices, prevent over-indebtedness, and protect low-income
borrowers. The table lists major policies and rules that guide microfinance institutions to ensure ethical
operations, transparency, and borrower protection:

Policy/Norm Description

Every MFI must register as a Non-Banking Financial Company
Registration and Regulation (NBFC-MFI) and follow RBI’s prudential norms. This ensures the
institution operates legally and maintains financial stability.

MFIs must follow RBI-prescribed limits on interest rates and
Interest Rate Cap margins to prevent exploitation of borrowers. The rates must be
transparent and clearly communicated to clients.

MFIs are required to treat clients with fairness and dignity,
Fair Practices Code disclose all loan terms, and avoid coercive recovery methods. This
promotes ethical and client-friendly operations.

RBI norms restrict the total loan amount and the number of loans
Loan Size and Borrower Limit | a borrower can take from multiple MFls. This helps prevent over-
borrowing and financial stress among clients.

MFIs must provide clear information on loan products, interest
Transparency and Disclosure | rates, repayment schedules, and charges. All documents should be
in a language understood by the borrower.
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Policy/Norm Description

MFIs must set up systems for clients to file complaints and receive
quick resolutions. This ensures accountability and protects client
rights.

Grievance Redressal
Mechanism

All MFlIs are required to report client loan data to recognised
Credit Bureaus under the Credit Information Companies
(Regulation) Act, 2005. This maintains borrower credit history and
supports responsible lending.

Credit Reporting

Employees must follow ethical conduct, maintain confidentiality,
and ensure respectful behaviour during client interactions. Regular
training helps uphold these standards.

Code of Conduct for Field
Staff

Table 3.1.3: Key Regulatory Norms for MFls

e Ensure compliance with MFI policies

A microfinance executive must follow all institutional rules and central bank regulations while
processing loans. This ensures that lending practices remain fair, transparent, and within legal limits.

Cross-check previous loan information

Executives verify if a client has existing loans or outstanding dues with other institutions. This helps
prevent over-borrowing and ensures the client’s repayment capacity is accurately assessed.

Provide updates and resolve discrepancies

Executives regularly update loan application details and correct any mismatches found during
verification. This maintains accuracy in client records and ensures smooth loan processing.

Step

Collect Client Information

— 3.1.4 Completing Loan Applications Correctly

The microfinance executive ensures that all details in the loan application form are filled accurately,
including client identity, income, and loan purpose. For example, guiding a farmer or shopkeeper to
correctly mention income sources and repayment plans helps speed up loan approval and prevents
rejection. The following table shows the key steps for completing loan applications correctly:

Description

Record accurate personal,
financial, and contact details
of the applicant.

Importance

Ensures proper verification; e.g.,
confirming name, address, and ID
numbers before submission.

Verify Income and Purpose

Clearly mention the income
source and the reason for
taking the loan.

Prevents mismatch; e.g., stating
that the loan is for buying livestock
or business expansion.

Attach Supporting
Documents

Include all necessary KYC and
income proofs.

Helps avoid processing delays;
e.g., attaching Aadhaar, PAN, and
income certificates.

Check for Completeness

Review the form to ensure
no blank fields or missing
signatures.

Ensures smooth approval; e.g.,
rechecking all pages before
submission.
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Step Description Importance
. L Reduces chances of rejection; e.g.,
. . Compare information in the . .
Cross-Verify Details . - matching ID number with proof
form with original documents. .
submitted.
Take clear and verified Provides legal validity; e.g.,
Obtain Client Signatures signatures from the applicant | signature confirms client’s consent
on all required pages. and agreement.
Forward the completed and Begins official loan processing; e.g.,
Submit for Approval verified application to the the executive submits the file for
branch or head office. manager review.

Table 3.1.4: Steps for Completing Loan Applications Correctly

— 3.1.5 Verifying Document Authenticity Systematically

Microfinance operations demand systematic verification of client documentation (identity, address,
income, and business proof) using approved checklists and verification scores to maintain transparency
and financial integrity, thereby reducing fraud risk. Executives are strictly required to comply with
key regulatory frameworks, including the RBI's KYC Master Direction, 2016, the PMLA, 2002, and the
Credit Information Companies (Regulation) Act, 2005, ensuring well-organised verification records are
traceable during audits. The following table shows the step-by-step process and relevant calculations
used for systematic document verification in microfinance operations:

Verification Procedure /
Requirement

Description Formula / Scoring Method

Client identity and address are

verified using officially valid KYC Score = (No. of Valid KYC Docs
documents such as Aadhaar, Submitted + No. of Required KYC
KYC Verification PAN, Passport, or Voter ID as Docs) x 100

per RBI KYC norms. Executives A score of 100% indicates complete
ensure document data matches | compliance.

loan application entries.

Data such as name, birth date, Mismatch Rate = (No. of

and address are compared Mismatched Fields + Total Fields
Document Cross- across all submitted documents Verified) x 100
Matching and system entries. Any
mismatch is logged and Target: Mismatch Rate < 5% for
rectified. accuracy.
Income is verified through Income Verification Score =
I salary slips, income certificates, (Verified Income + Declared
Income Verification . | ) x 100
. or business records, cross- ncome
Checklist . )

data. reasonable accuracy.
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Verification Procedure /

Description

Formula / Scoring Method

Requirement

Use of Credit Bureau
Reports

As per the Credit Information
Companies (Regulation) Act,
client credit history is obtained
and repayment behaviour
assessed.

Credit Risk Score = (1 —
(Outstanding Loans + Total Credit
Limit)) x 100

Score 2 70% indicates acceptable
creditworthiness.

Digital Verification
Systems

Aadhaar-based e-KYC and
online validation tools confirm
authenticity of IDs. Verification
reference numbers and
screenshots are stored as
evidence.

E-KYC Verification Rate = (No.
of e-KYC Verified Clients + Total
Clients Verified) x 100

Target: 2 95% for digital
compliance.

Record Maintenance and
Data Retention

All verified records must be
stored securely for 5-10 years
per MFI retention policy. Digital
indexing ensures traceability
during audits.

Record Accuracy Index = (Correctly
Filed Records + Total Records
Audited) x 100

Ideal value: = 98%.

Audit and Compliance
Checklist

Regular audits ensure files
contain verified, complete,

and authentic documents.
Deviations must be reported to
compliance officers.

Compliance Score = (Compliant
Files + Total Files Reviewed) x 100

Target: 2 90% for full compliance.

Table 3.1.5: Process and Verification Scores for Document Authenticity

¢ Maintaining accurate records of submitted applications

Executives maintain a Loan Documentation Register or Client Verification Tracker with each file
indexed by application number, verification date, and reviewer name. Every verified document—
KYC, income proof, and credit report—is marked with a verification status and corresponding score.
The Record Quality Score (RQS) is calculated as:

RQS =Verified and Approved Files/Total Files Submitted x100

A score of > 95% indicates strong record accuracy and regulatory compliance.

¢ Verify authenticity of client documents systematically

Executives follow a three-step verification process:

Physical Verification: Checking document seals, issue dates, and signatures against originals.

Digital Cross-Verification: Matching details using e-KYC systems, income databases, and credit

bureau portals.

o Supervisory Validation: Final review and approval by a branch manager or compliance officer.

e A Verification Efficiency Score (VES) helps measure accuracy and speed:

e VES = No. of Verified Applications/Total Applications Processed x 100

e A score of 2 90% reflects timely, systematic, and compliant verification practices.
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UNIT 3.2: Creditworthiness and Repayment Capacity

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Elaborate on how to analyse a borrower’s credit history and repayment record to determine
financial eligibility.

2. Explain the financial information needed to evaluate repayment capacity, including income and
expenses.

3. Differentiate between borrowers with strong and weak creditworthiness based on their past
repayment behaviour.

4. Describe how to evaluate the potential risks caused by irregular income or seasonal employment
that impact repayments.

5. Discuss how to assess loan affordability through calculation of the borrower’s debt-to-income ratio.
Explain how credit scores and risk ratings influence loan approval decisions.
7. Describe the method of conducting credit evaluations and assigning risk categories.

— 3.2.1 Analysing Borrower Credit History

Analysing Borrower Credit History involves retrieving and evaluating a client’s financial record from
licensed Credit Information Companies to determine repayment capacity and reliability. The process
generates a standardised Credit Score, which, combined with current financial data, guides MFls in
making compliance-based, risk-assessed lending decisions under the Credit Information Companies
(Regulation) Act, 2005. The following are the stages of analysing borrower credit history:

Credit Stage / Requirement Description Scoring Method

Pull client history from licensed Credit

Information Companies (CICs) in Report Retrieval Rate

itB R
Credit Bureau Report = (Successful Reports +

Retrieval

compliance with the Credit Information
Companies (Regulation) Act, 2005.

Total Applications) x 100

Assessment of Credit Score

Evaluate the standardised three-digit
credit score (e.g., CIBIL) to determine
creditworthiness.

Credit Risk Score (CRS):
300-900; Minimum MFI
threshold: CRS > 650

Analysis of Repayment
History

Examine past repayment behaviour,
focusing on frequency and severity of
Days Past Due (DPD) on previous loans.

Average DPD = (Sum
of DPD Last 12 Months
+ Reporting Loan
Accounts) x 1

Debt-to-Income (DTI) Ratio

Calculate current debt burden relative
to verified monthly income; lower ratio
indicates higher repayment capacity.

DTI = Total Monthly Loan
Obligations + Verified
Monthly Income; Target:
DTI £40%

Current Loan Exposure

Assess active loans and total
outstanding principal across all lenders
to prevent over-indebtedness.

Loan Saturation Index
= Total Outstanding
Principal + Assessed
Annual Income

—______n__________
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Credit Stage / Requirement Description Scoring Method

Default Incidence Rate

Check for any history of loan defaults, = (No. of Defaulted

Default / Write-off . -
/ settlements, or write-offs as indicators

Assessment of high credit risk Loans + Total Loans Ever
8 ' Availed) x 100
Lending Score =X
Integrate CRS, DTI, and Loan Saturation | (Weight x Factor
Final Credit Decision Index into a scoring matrix for informed | Score); e.g., weighting

loan approval, deferral, or rejection. Credit Score, DTI, and
Saturation Index

Table 3.2.1: Credit History Analysis Key Metrics

— 3.2.2 Evaluating Repayment Capacity Financially

Evaluating repayment capacity involves assessing a client’s income, existing debt, and past repayment
behaviour to determine their ability to meet new loan obligations. This ensures that microfinance
lending is responsible, minimises default risk, and aligns with regulatory compliance standards. The
following are the relevant checklists that a microfinance executive must confer with:

e Borrower Credit History Verification Checklist: For retrieving and analysing client credit history
from credit information companies as required.

e Repayment Capacity Assessment Checklist: For systematically evaluating financial ability to repay
new loans, including income, debt, and expense analysis.

Checklist Items Priority Assigned Person Status

Lender submission contact sheet High
Case number request form High
Borrower provided government issued Low
identity card

Personal documents have been submitted Medium
Credit report High
Bankruptcy documents Low
Bank statements Medium
Consent form Medium
Business credit reports High
Cover letter Low

Table 3.2.2: Credit history and client repayment checklist items

The following table outlines the key stages and requirements for evaluating a borrower’s repayment
capacity, including past loan performance, financial documentation, debt-to-income ratio, and potential
financial risks. Each stage includes a specific formula or scoring method to quantify assessment and
ensure informed, risk-based lending decisions.
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Evaluation Stage Description Scoring Method
Evaluate Past Review historical Ioa_ns, Repayment Rellabllllty SC(?re ='
Borrowing and repayment punctuality, and ((Total Loans Repaid on Time +
Repa merglts defaults from credit bureau Total Loans Taken) x 100); Target:

pay reports and internal records. >85%
Collect verified income, expenses, | Maintain a Financial Completeness
Gather Client Financial | business revenue, and other Score = (Verified Documents +
Information Accurately | financial documents using KYC Required Documents) x 100;
and income proofs. Target: 100%
Analyse Debt- Assess the proportion of total DTI = Total Monthly Debt
to-Income (DTI) monthly debt obligations relative | Obligations + Verified Monthly
Repayment Ability to verified income. Income x 100; Target: < 40%
Evaluate risks like irregular Risk Score = Z (Weight_i x Risk
Identify Financial Risks | income, high debt burden, or Factor); e.g., higher weight for
Affecting Repayment past defaults that may affect previous defaults, DTI > 40%, low
repayment. repayment reliability
Table 3.2.3: Repayment Capacity Financial Evaluation Key Metrics

— 3.2.3 Differentiating Strong Weak Creditworthiness

Credit scores or ratings are like a prediction system that uses advanced math (like something called
logistic regression) to give a customer a single number. This number tells the lender the customer's
probability of default, which is the chance they won't pay back their loan based on their history
and current data. Microfinance companies use these standardised scores, which often include extra
information like social details, to make lending decisions fair and fast, instead of relying just on a
person's opinion. The following are the stages of assigning creditworthiness:

Credit score assignment

Collect personal details of the applicant including name, date of birth, address, and PAN

Gather financial information such as income, employment details, existing loans, credit cards,
and repayment history

Retrieve credit account data from banks and financial institutions reporting to credit bureaus
Verify past repayment behaviour including any defaults, delays, or settled accounts

Calculate credit utilisation ratio by dividing total outstanding credit by total sanctioned credit
and multiplying by 100

Evaluate credit mix which considers types of credit like secured loans, unsecured loans, and
credit cards

Apply statistical scoring models which weigh factors like payment history (35%), credit utilisation
(30%), credit age (15%), credit mix (10%), and recent inquiries (10%)

Assign a credit score usually ranging from 300 to 900 based on the weighted sum of all factors
using formulas defined by the bureau

Review anomalies or inconsistencies flagged during verification before finalising the score

Issue the credit score to the lender for decision-making on loan approvals, interest rates, and
credit limits.

Fig. 3.2.1: Credit score assignment stages
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Credit scores are assigned in India, following the usual practices of credit bureaus like CIBIL, Experian,
Equifax, and CRIF:

Credit Bureaus

Official logo/Images

@ How 1T woRks ENGLISH v Y My account LoGouT
Part of TransUnion
(} Overview «
Hello CIBIL REPORT
CIBIL Score & Report Get your persoanlized CIBIL Report to
Pl your fmaneial future
Credit Summary

5> VIEW YOURCIBIL REPORT ->

iy,
/ \\ F——
681

Watch this video to
Aerts € isyour CIBIL Score as of 29th May ‘23 7 learn more about

your CIBIL Score &
Score Simulator

Report
Credit Education

CIBIL

CIBIL Report @)

Experian

Equifax

'l

w— y 4/ 4

&t Xsr”

Jogethrer fo e next /eve/

Table 3.2.4: Credit bureaus
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The following is a table showing credit scores or ratings and how they differentiate strong and weak
creditworthiness:

Credit Score
Range

Creditworthiness Explanation

Indicates excellent repayment history, low credit utilisation,
750 -900 Strong and minimal defaults; likely to get loans easily with lower
interest rates

Shows good credit behaviour with minor issues; generally

700 -749 Strong approved for loans at reasonable interest rates

Reflects average credit behaviour; may face higher interest

650 - 699 Moderate .
rates or partial loan approvals

Indicates past delays or defaults; lenders may require

600 -649 Weak collateral or charge higher interest rates

Shows poor repayment history and high risk; loan approvals

300-599 Weak are difficult and interest rates are very high

Table 3.2.5: Credit Score and Creditworthiness

— 3.2.4 Assessing Risks from Income Variability

Assessing risks from income variability is a structured process that helps microfinance lenders
understand how fluctuations in a client’s earnings impact their loan repayment ability, especially
for clients with irregular income like farmers or daily wage earners. Lenders combine financial data
analysis with rigorous field verification to accurately estimate the probability of missed payments or
delays, ensuring fair, practical, and tailored lending decisions; the following are the key considerations
in assessing income-related risks:

Assessing Risks from Income Variability

Identifying financial risks affecting repayment

Conduct field verification of clients

Analyse historical income patterns and seasonal variations

Estimate potential shortfalls against monthly loan obligations

Evaluate additional factors such as household expenses and dependents

Adjust loan size, tenure, or repayment schedule to manage risk

Fig. 3.2.2: Stages of assessing income variability risks

The following table shows how lenders differentiate strong and weak repayment capacity based on
income risk and verification:

Income Risk Indicators Risk Assessment Explanation
. Client has regular and sufficient income to meet loan
Stable High Income Strong . & .
obligations; low risk of default
Moderate/Seasonal Moderate Income fluctuates due to seasonal or variable work;
Income partial risk exists; careful monitoring required
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Income Risk Indicators Risk Assessment Explanation

Client has highly variable or unpredictable income;

Low/Irregular Income | Weak high risk of delayed or missed repayments

Lender flags risks such as other debts, inconsistent

|dentified Financial Weak earnings, or high household expenses; may require

Risks
collateral or smaller loan
. e L. Confirms income claims, living conditions, and
Field Verification Strong/ repayment potential; reducesguncertaint and aids in
Completed Moderate pay P ’ y

accurate risk assessment

Table 3.2.6: Assessing Risks from Income Variability

— 3.2.5 Calculating Debt-To-Income Ratios

Calculating Debt-To-Income (DTI) Ratios helps lenders understand how much of a client’s income is
already committed to existing debts, which indicates their ability to take on new loans. A higher DTI
ratio means higher financial risk, while a lower ratio shows better repayment capacity. The following
are the stages of calculation of debt — to-income ratios:

Calculating Debt-To-Income (DTI) Ratios

Identify all monthly debt obligations of the client, including existing loans, credit card payments,
and other recurring financial liabilities.

Determine the client’s gross monthly income, which includes salary, business income, or other
regular earnings before taxes and deductions.

Use the formula: DTI Ratio (%) = (Total Monthly Debt Payments + Gross Monthly Income) x 100.
Divide the sum of all monthly debt payments by the gross monthly income to get a decimal value.
Multiply the result by 100 to convert it into a percentage.

Interpret the ratio: a DTl below 36% is generally considered manageable, 36—49% indicates
moderate risk, and 50% or above signals high risk for loan repayment.

Fig. 3.2.3: Calculating debt-to income ratios

The following table shows the types of DTls in microfinance:

Type of DTI Calculation Method Explanation

Calculates percentage of
gross monthly income used
for housing or essential loan

Focuses on core loan obligations such
as home loans, microloans, and basic
living expense-related debts

Front-End DTI

repayments

Calculates percentage of gross Includes all existing loans, credit
Back-End DTI monthly income used for all cards, and recurring debts; gives a

monthly debt obligations complete picture of financial burden

Adjusts debt obligations against
Microfinance-Specific | Considers seasonal and irregular | variable earnings, common in small
DTI income of clients businesses, agriculture, or daily-wage
work
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Type of DTI Calculation Method Explanation

Includes household members’ Accounts for shared income and

Household DTI contributions and liabilities shared debts, g|V|.ng a holistic view of
repayment capacity

Useful for clients with fluctuating

Adjusted/Projected Projects future income and debt | income or upcoming loans to
DTI obligations estimate sustainable repayment
capacity

Table 3.2.7: Types of Debt-to-Income Ratios

— 3.2.6 Impact of Credit Scores

Credit scores play a key role in microfinance by helping lenders evaluate how likely a borrower is to
repay a loan. They make the lending process more transparent and fair by using data instead of personal
judgments. The following are the impacts of credit scores in microfinance:

e Better Risk Assessment

Credit scores help microfinance institutions (MFIs) understand the borrower’s financial behaviour.
A higher score indicates reliable repayment history, reducing the risk of loan defaults. This allows
MFIs to make safer lending decisions. For example, a woman running a small tailoring shop with a
good repayment record from previous microloans gets approved easily for another loan, as her high
score shows she manages money responsibly.

e Easier Loan Approvals

Borrowers with good credit scores can get loans approved faster. MFls trust such clients more,
leading to simpler verification steps and lower chances of rejection. For example, a vegetable
vendor who regularly pays installments on time is quickly approved for a new working capital loan,
as the system automatically marks her as a trusted client.

¢ Fair Interest Rates

Credit scores influence the interest rates offered to borrowers. Clients with strong credit scores
are charged lower interest because they are considered low-risk, while weaker scores may lead to
higher rates. For example, two dairy farmers apply for loans — one with a high score gets a lower
interest rate, while the other with missed payments has to pay a slightly higher rate due to higher
risk.

¢ Encouragement for Financial Discipline

Knowing that credit behaviour affects their score, borrowers become more disciplined. They try to
repay loans on time and avoid over-borrowing to maintain a healthy score. For example, a small
grocery shop owner ensures all installments are paid before the due date so that his score stays
high for future loan needs.

e Access to Larger Loans

A good credit score opens opportunities for higher loan amounts. MFls are more confident to lend
bigger sums to borrowers with proven repayment records. For example, a handicraft worker who
has repaid two small microloans on time becomes eligible for a larger business expansion loan, as
her positive score builds lender confidence.
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¢ Building Long-Term Credit History

Regular use of microfinance services and timely repayments help individuals build their credit
history. This long-term record supports them in accessing bigger financial services in the future,
such as housing or business loans. For example, a farmer who started with a small equipment loan
and maintained timely repayments over the years can later qualify for a home loan due to a strong

credit history.

— 3.2.7 Conducting Credit Evaluations

Credit evaluation is the process of checking a borrower’s ability and willingness to repay a loan based on
theirincome, expenses, and past repayment behaviour. In microfinance, it is an important responsibility
of a microfinance executive to ensure loans are given to clients who can manage repayments without
financial stress. The following table outlines the systematic steps a microfinance executive follows
to evaluate a borrower’s creditworthiness, using both financial formulas and practical assessment
methods to ensure fair and responsible lending:

Stage Activity Scoring
. The executive meets the borrower and guarantor to
Interview e .
Collect Borrower . . verify income, purpose of the loan, and repayment
. clients and their . . .
Information sources. Documents like ID, income proof, and business
guarantors . .
details are reviewed for accuracy.
Formula: Net Monthly Income = Total Income — Total
Analyse Income Calculate Expenses. A borrower’s monthly installment should

and Expenses

repayment capacity

not exceed 40% of Net Monthly Income to ensure safe
repayment.

Calculate Debt-
to-Income Ratio
(DTI)

Assess debt burden

Formula: DTI = (Total Monthly Debt Payments + Gross
Monthly Income) x 100. Ideal DTl score: below 40% =
Good, 40—-60% = Moderate, above 60% = Risky.

Review Credit
History

Check previous
loan performance

Credit bureau reports are reviewed. Borrowers with
a Credit Score > 700 are considered reliable; 600—699
require caution; below 600 need closer evaluation.

Recommend
Loan Approval or
Modifications

Decide on suitable
loan terms

Based on the DTI ratio and credit score, the executive
may recommend approval, reduction in amount, or
longer repayment period.

Guide Clients
to Improve
Creditworthiness

Provide financial
advice

The executive advises clients to repay loans on time,
avoid multiple borrowings, and maintain savings to
improve future credit scores.

Table 3.2.8: Stages of Credit Evaluation Process
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UNIT 3.3: Loan Monitoring and Recovery

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

Outline different methods used to track repayments, such as reminders and in-person visits.
Discuss early warning signs that indicate potential repayment problems among clients.

Highlight support strategies to help borrowers facing repayment challenges.

Describe the consequences of loan defaults, including penalties, credit damage, and legal actions.
Compare effective approaches for loan restructuring and flexible repayment adjustments.
Summarise the key steps for managing overdue loans and escalating complex cases.

Illustrate techniques for tracking repayment schedules and identifying payment delays.

Discuss effective methods for conducting borrower follow-up calls to ensure timely repayment.

W N Uk WN R

Explain the preparation of loan recovery reports highlighting repayment trends and recommended
actions.

— 3.3.1 Methods for Tracking Loan Repayments

Tracking loan repayments is the process of monitoring how regularly and accurately clients repay their
loan installments. In microfinance, it is a key duty of a microfinance executive to ensure clients follow
repayment schedules and maintain a good repayment record, which supports both the institution’s
sustainability and the borrower’s credit history. The following table outlines the systematic steps a
microfinance executive follows to track client repayments effectively, ensuring timely collections and
accurate loan performance monitoring:

Stage Activity Scoring

The executive keeps a repayment calendar and

Track Repayment checks each client’s installment status weekly

Monitor due dates and

Schedules . or monthly. Timely Repayment Score: 90-100%
Regularly installments = Excellent, 70-89% = Fair, below 70% = Needs
Action.
Every payment made by a client is recorded
Record digitally or manually with the date, amount, and
Repayment Maintain repayment logs ! ’

mode of payment. Regular updating ensures

Transactions .
accuracy in client accounts.

Formula: Outstanding Balance = Total Loan

Verify Client . .
Ai:oznt;en Cross-check outstanding | Amount — (Total Repayments Made). This helps
- balances in identifying overdue amounts or irregular

Periodically

payments quickly.

Maintain Detailed
Performance
Records

Analyse repayment
patterns

Repayment trends are tracked using performance
sheets. Repayment Consistency Score: 5 = Always
on time, 4 = Rarely late, 3 = Sometimes late, 2 =
Frequently late, 1 = Default.




Participant Handbook

Stage Activity Scoring
The executive contacts clients who miss
Identify and Follow up on missed payments to understand reasons and reschedule
Address Delays installments if necessary. Early follow-up improves collection

rates.

Monthly or quarterly reports showing repayment
percentages, overdue accounts, and recovery
rates are prepared for management review.

Prepare Periodic Submit loan performance
Reports summaries

Table 3.3.1: Stages of Loan Repayment Tracking Process

— 3.3.2 Identifying Early Repayment Warning Signs

Identifying early repayment warning signs means spotting the first signs that a borrower may struggle
to pay future installments. In microfinance, it is an important responsibility of a microfinance executive
to detect these issues early and take preventive actions to avoid defaults. The following table outlines
the systematic steps a microfinance executive follows to identify repayment risks at an early stage,
using both observation and record-based analysis to ensure timely intervention:

Stage Activity Scoring

The executive reviews repayment schedules to

Monitor Payment detect delays. Warning Score: 5 = Always on time,

Timeliness Track delay patterns 4 = 1-2 days delay, 3 = 3—7 days delay, 2 = 8-15
days delay, 1 = More than 15 days delay (High
Risk).

Check for Regularly review client’s income from business

Assess change in earning

Declining Income or work. If income drops by more than 20%, it

it . .
Trends capacity signals a repayment risk.

Obser\./e Client Identify attitude or Changes such as avoiding fielq officers,'ref‘using
Behaviour . . meetings, or frequent complaints may indicate
lifestyle shifts ) . -

Changes financial stress or unwillingness to repay.
Formula: Utilisation Ratio = (Loan Amount Used

Review Loan Ensure proper use of for Approved Purpose + Total Loan Amount)

Utilisation loan funds x 100. Ratio below 80% suggests misuse or
diversion of funds.

Moni F k f

onitor Collect feedback on eedback from guarantors or group members
Guarantor and often reveals early repayment troubles, such as

borrower reliability

Group Reports irregular attendance or late contributions.

Sudden market price drops, poor harvest, or
local crises can affect repayment ability. Early
identification helps plan repayment flexibility.

Assess External Evaluate local and
Risk Factors seasonal influences

Table 3.3.2: Stages of Early Repayment Warning Detection Process
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Support strategies for borrowers involve helping clients overcome repayment challenges and guiding
them to maintain financial stability. In microfinance, it is an essential role of a microfinance executive
to provide counselling, connect clients with support groups, and encourage responsible borrowing to
reduce default risks. The following table outlines the systematic steps a microfinance executive follows
to support borrowers effectively through timely guidance and collaboration with local networks:

Stage

Identify Repayment
Challenges

Activity

Analyse reasons for
delayed or missed
payments

Scoring

The executive interacts with borrowers to
understand causes such as business loss, medical
expenses, or market slowdown. Risk Level Score: 5 =
Low, 4 = Mild, 3 = Moderate, 2 = High, 1 = Severe.

Offer Guidance
on Repayment

Provide repayment

The executive advises clients to adjust budgets,
prioritise loan installments, and avoid unnecessary

counselling debts. Success is measured through Repayment
Challenges .
Improvement Score: Before vs. After counselling.
Reschedule Formula: Revised EMI = Outstanding Balance +
Develop Flexible installments if Extended Tenure (months). Used when borrowers
Repayment Plans need extra time to repay due to temporary financial
necessary

stress.

Collaborate
with SHGs and
Influencers

Partner with
community support
networks

The executive works with Self-Help Groups (SHGs),
local leaders, or social influencers to motivate
borrowers and maintain repayment discipline within
the community.

Provide Financial
Literacy Support

Train clients on
money management

Short sessions are conducted on saving habits,
planning expenses, and using credit wisely. Clients
showing improved savings or regular payments are
rated 5 = Excellent Progress to 1 = Poor Progress.

Monitor Progress
and Follow-Up

Track borrower
recovery and
stability

Regular visits and repayment tracking continue until
the borrower resumes normal repayment behaviour
and achieves financial stability.

Table 3.3.3: Stages of Borrower Support Strategies Process

— 3.3.4 Consequences of Loan Defaults

Loan defaults occur when a borrower fails to repay loan installments as agreed in the repayment
schedule. In microfinance, understanding the consequences of loan defaults helps a microfinance
executive take corrective actions early, protect the institution’s funds, and guide borrowers toward
financial recovery. The following table outlines the systematic steps a microfinance executive follows to
manage and respond to loan defaults effectively, ensuring accountability and minimising financial loss:

Stage

Identify Default
Cases

Activity

Detect missed or
overdue payments

Scoring

The executive reviews repayment records and flags
accounts with delays exceeding 30 days. Default
Risk Score: 5 = On Time, 4 = Up to 15 Days Late, 3 =
16-30 Days Late, 2 = 31-60 Days Late, 1 = Over 60
Days (High Default).
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Stage

Notify Borrowers
Promptly

Activity

Communicate
repayment
reminders

Scoring

Borrowers are contacted through phone calls, visits,
or group meetings. Timely communication reduces
further delay and improves recovery chances.

Assess Financial
Impact

Calculate overdue
balance and
penalties

Formula: Overdue Amount = Total Payable —
Amount Paid. Penalty interest or late fees may apply
as per institutional policy.

Initiate Recovery
Measures

Plan structured
repayment recovery

The executive works with the borrower to design a
recovery plan or adjusted schedule. Persistent non-
repayment leads to escalation to recovery teams.

Report to Credit
Bureau

Record borrower
default history

Default information is updated in the credit bureau
system, reducing the borrower’s credit score and
affecting future loan eligibility.

Collaborate with
SHGs or Guarantors

Seek community or
guarantor support

SHGs and guarantors are informed and may
help in recovering dues or mediating repayment
arrangements with the borrower.

Table 3.3.4: Stages of Managing Loan Default Consequences Process

— 3.3.5 Loan Restructuring and Repayment Adjustments

Loan restructuring and repayment adjustments involve modifying loan terms to help borrowers facing
temporary financial difficulties continue repaying without defaulting. In microfinance, it is an important
function of a microfinance executive to assess each borrower’s situation, redesign repayment plans, and
maintain both client trust and institutional sustainability. The following table outlines the systematic
steps a microfinance executive follows to restructure and adjust loan repayments effectively, ensuring
fairness and recovery of funds:

Stage

Identify Borrowers
Needing
Restructuring

Activity

Detect clients under
financial stress

Scoring

The executive reviews repayment history and
identifies clients who have missed more than two
consecutive installments. Need Score: 5 = No Issue,
4 = Minor Delay, 3 = Moderate Stress, 2 = High
Stress, 1 = Severe Financial Distress.

Assess Repayment
Capacity

Recalculate
borrower’s financial
ability

Formula: Revised Repayment Capacity = (Current
Monthly Income — Essential Expenses). The new
installment plan is based on the borrower’s updated
capacity.

Design Revised
Repayment Plan

Adjust installments
or extend tenure

Formula: New EMI = Qutstanding Balance

+ Extended Tenure (months). Extending the
repayment period reduces monthly installment
burden.

Obtain Necessary
Approvals

Seek approval from
higher authorities

The executive submits a restructuring proposal with
borrower details, justification, and revised payment
plan for managerial approval.
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Stage Activity Scoring

The executive explains the revised terms, interest
adjustments, and repayment timelines to ensure
borrower understanding and agreement.

Guide Borrowers on
New Terms

Explain changes
clearly to the client

Repayment progress is monitored for 3—6 months
after restructuring. Compliance Score: 5 = Fully
Regular, 4 = Occasional Delay, 3 = Partial Payment, 2
= Repeated Delay, 1 = Default.

Monitor Post-
Restructuring
Performance

Track compliance
with new schedule

Table 3.3.5: Stages of Loan Restructuring and Repayment Adjustment Process

— 3.3.6 Managing Overdue Loans Effectively

Managing overdue loans involves identifying, monitoring, and recovering loans that have not been
repaid within the agreed schedule. In microfinance, it is a critical responsibility of a microfinance
executive to control delinquency, follow institutional recovery guidelines, and conduct regular portfolio
reviews to maintain financial stability. The following table outlines the systematic steps a microfinance
executive follows to manage overdue loans effectively, ensuring proper recovery, compliance, and
portfolio improvement:

Stage Activity Scoring

The executive reviews repayment reports and

Identify Overdue Detect loans past flags accounts delayed by mf)re than 30 days.

Accounts due dates Delinquency Score: 5 = On Time, 4 = 1-15 Days Late,
3 =16-30 Days, 2 = 31-60 Days, 1 = Over 60 Days
(Critical).

Follow Institutional - The executive follows institutional rules such as

Apply official

Delinquent Loan

recovery procedures

issuing reminders, applying late fees, and scheduling

Guidelines follow-up visits as per policy.
Loans are grouped as: Current (0—30 days), At-
Categorise Classify loans by Risk (31-60 days), Delinquent (61-90 days), and

Delinquent Loans

ageing

Default (>90 days). This helps in prioritising recovery
actions.

Conduct Field Visits
and Client Meetings

Engage directly with
borrowers

The executive meets borrowers to understand
repayment problems and encourage partial or
full payments. Field follow-ups improve recovery
success rates.

Negotiate
Repayment
Solutions

Develop short-term
recovery plans

The executive may allow split payments or revised
schedules under supervision. Formula: Revised EMI
= Qutstanding Balance + New Tenure (months).

Conduct Portfolio
Reviews for
Improvements

Evaluate overall loan
quality

Formula: Portfolio at Risk (PAR) = (Outstanding
Balance of Overdue Loans + Total Loan Portfolio)
x 100. A PAR below 5% indicates healthy
performance.

Table 3.3.6: Stages of Effective Overdue Loan Management Process
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— 3.3.7 Techniques for Tracking Repayment Schedules

Tracking repayment schedules requires microfinance institutions to utilise systematic techniques for
monitoring loan status and anticipating potential arrears, ensuring both portfolio health and timely
collection efforts. Key methodologies involve digital integration of borrower data with centralised
management systems to calculate and track vital repayment performance metrics like collection
efficiency and portfolio at risk (PAR). The following are the techniques for tracking repayment schedules:

e Manual Ledger Tracking
One common technique is manual ledger tracking, where repayment dates, amounts paid, and
outstanding balances are recorded physically in notebooks. For example, a field executive visiting a
group of women in a rural village records each repayment in a ledger, helping track timely payments
for a small portfolio of clients.

Fig. 3.3.1: Manual ledger

¢ Digital Spreadsheets
Another technique involves using digital spreadsheets like Excel or Google Sheets. For example, a
microfinance branch managing dozens of small shopkeepers uses spreadsheets to automatically
calculate overdue amounts and outstanding balances, making it easier to monitor repayment

trends.
Digital Spreadsheet Images
C|Em®E| i by O
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A A ic L m1 1\%} ‘‘‘‘‘ w
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repayment formula E

Google sheet to put loan
repayment formula

Table 3.3.7: Digital spreadsheet
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¢ Loan Management Software

Loan management software automates tracking, sends reminders, and generates repayment
reports. For example, an MFI using software to track repayments across multiple districts can see
real-time updates on clients’ repayment behaviour and quickly identify delayed payments. The
GOl uses broader financial systems like PFMS (Public Financial Management System) for tracking
government fund flows and expenditures — not microfinance client loans.

Fig. 3.3.2: PFMS official logo

Apart from the above, some common loan management software used in India include
MobileMuneem, LoanMatrix, Microfin Software, AMY Microfinance Software, and MicroSure.

¢ Mobile Tracking Tools

Mobile tracking tools allow field executives to record repayments during client visits; for example,
an officer visiting dairy farmers in remote areas updates payments on a mobile app that instantly
syncs with the head office. Tools such as MILAN, MobileMuneem, MicroSure, and T-CAMS help
loan officers track loan status and repayment schedules in real time, especially for loans linked
to government-supported programs. The structure of a mobile tracking tool includes borrower
profiles, loan details, repayment schedules, and real-time payment update features in a single
mobile interface. It also connects with a central system to sync data instantly, generate alerts for
due payments, and produce repayment reports for monitoring.

Fig. 3.3.3: Mobile tracking tool structure
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e Client Reminder Systems

Client reminder systems help ensure timely repayments by sending SMS alerts, phone calls, or
community notifications before installment due dates. For example, small business owners in
semi-urban areas receive automated SMS reminders a few days in advance, helping them pay on
time and maintain a good repayment record. These systems use SMS, IVR calls, app notifications,
and platforms like UMANG or WhatsApp, and are built around client contact details, repayment
calendars, automated triggers, and reporting linked to the loan database.

Send tips
and updates

Check-in after

Offer product 2-3 weeks

walkthrough
Begin first product 9

Dispatch . )
interaction

welcome email
with resources

Fig. 3.3.4: Client reminder system structure

— 3.3.8 Follow-Up Methods for Timely Repayment

Follow-up methods for timely repayment involve continuous engagement with borrowers to ensure
installments are paid as per schedule. In microfinance, it is an important responsibility of a microfinance
executive to coordinate with community groups, resolve client issues early, and encourage repayment
discipline to prevent loans from becoming overdue. The following table outlines the systematic steps
a microfinance executive follows to carry out effective follow-ups, ensuring regular repayments and
strong client relationships:

Stage Activity Scoring

The executive reviews repayment schedules to
identify clients with installments due within the
Identify Accounts Detect upcoming or | next cycle or recently missed payments. Follow-Up
Requiring Follow-Up | missed installments | Priority Score: 5 = On Track, 4 = Due Soon, 3 = 1-7
Days Late, 2 = 8-15 Days Late, 1 = Over 15 Days

Late.
. Communicate The executive contacts clients through calls,
Conduct Timely . .
. repayment messages, or visits to remind them of due
Client Follow-Ups . . .
reminders installments and confirm payment plans.
. The ex ive works with Self-Help Gr HGs),
Collaborate Use community e executive works .t Self-Help Groups (SHGs)
. group leaders, or local influencers to encourage
with SHGs and support for - . .
peer motivation and collective responsibility for
Influencers repayment .
timely repayment.
. . The executive helps clients resolve disputes related
Support Clients in Resolve payment- P P

to loan amounts, repayment FECOFdS, or transaction

Dispute Resolution | related issues . .
errors to avoid unnecessary delays in repayment.
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Stage

Provide Short-
Term Repayment
Assistance

Guide clients facing
temporary issues

Activity

Clients facing short-term difficulties are advised
on partial payments or short extensions under
institutional guidelines.

Scoring

Monitor Follow-Up
Outcomes

Track repayment
after intervention

methods.

Follow-Up Success Rate = (Number of Accounts
Regularised + Number of Accounts Followed-Up)
x 100. Higher rates indicate effective follow-up

Document Follow-
Up Actions

Maintain records for
accountability

All follow-up interactions, community involvement,
and dispute resolutions are documented for
monitoring and audit purposes.

Table 3.3.8: Stages of Follow-Up Methods for Timely Repayment Process

Component

Borrower and loan
details

— 3.3.9 Preparing Loan Recovery Reports

Aloan recovery report is a document that shows how much loan amount has been collected, how much
is overdue, and the overall recovery performance of borrowers. In microfinance, it helps a microfinance
executive track recovery progress, identify problem accounts, and support management decisions.

e Parts of loan recovery report

Description

Identifies borrower information,
loan amount, purpose, and
disbursement date.

The following are the parts and components of a loan recovery report:

Formula / Scoring

Not scored; used for reference and
tracking.

Repayment schedules

Shows agreed installment dates
and amounts.

Schedule Adherence Score: 5 =
On schedule, 4 = Minor delay, 3
= Occasional delay, 2 = Frequent
delay, 1 = Irregular.

Amounts collected

Total amount received from the
borrower to date.

Collection Ratio = (Amount
Collected + Total Amount Due) x
100.

Overdue balances

Total unpaid installments
pending recovery.

Overdue Amount = Total Payable —
Total Collected.

Recovery percentages

Measures proportion of loan
recovered.

Recovery % = (Total Recovered +
Total Amount Due) x 100.

Ageing classification
of overdue loans

Groups overdue loans by delay
period.

Ageing Score: 5 = 0-30 days, 4 =
31-60 days, 3 = 61-90 days, 2 =
91-180 days, 1 = Above 180 days.

Recovery actions
taken

Actions such as reminders,
visits, or rescheduling.

Action Effectiveness Score: 5 = Fully
recovered, 4 = Largely recovered, 3
= Partially recovered, 2 = Minimal
recovery, 1 = No recovery.
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Component Description Formula / Scoring
Follow-up Score: 5 = Closed,
Current status of borrower 4 = Promise to pay, 3 = Partial
Follow-up status
follow-up. payment, 2 = No response, 1 =

Avoiding contact.

Recovery Rate = (Recovered

Overall recovery performance of
yp Amount + Total Amount Due) x

Recovery rate .
y the portfolio.

100.
Portfolio at Risk Portion of portfolio overdue Z?r:qozr(\?gt;;:gldll_zgr?llls:fflcj;laio) 8
(PAR) beyond a set period. ’

100.

Observations and
recommendations for decision- | Not scored; qualitative assessment.
making.

Remarks for
management review

Table 3.3.9: Loan recovery report components

e Stages of preparing a loan recovery report
The following are the stages of a loan recovery report:
Stages of preparing a loan recovery report

Collect Repayment Data from Field Records, Systems, and Collection Receipts
Verify Amounts Collected and Outstanding Balances for Accuracy

Classify Loans Based On Ageing and Repayment Status

Calculate Recovery Indicators Such As Recovery Rate and Overdue Percentage
Record Follow-Up Actions Taken and Reasons for Non-Recovery
Compile the Report in the Prescribed Format and submit it for Review

Fig. 3.3.5: Stages of preparing a loan recovery report

¢ Types of loan recovery reports
The following are the types of loan recovery reports:

Type of Loan Recovery

-Life E
Report Real-Life Example

A field executive submits a daily report showing amounts collected

Daily Collection Report . . .
v P from vegetable vendors and small shop owners during village visits.

A branch reviews a weekly report summarising recoveries from SHG
members to track whether installments are improving after follow-
ups.

Weekly Recovery Status
Report

A report highlights borrowers who have missed payments for more

Overdue Loan Report than 30 days, such as small traders affected by a market slowdown.

Loans are classified into 0-30, 31-60, and 60+ day overdue
Ageing Analysis Report categories, helping managers prioritise recovery from long-pending
dairy farmer loans.
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Type of Loan Recovery
Report

Recovery Action Taken
Report

Real-Life Example

This report records actions like reminders, home visits, and
repayment counselling done for borrowers with delayed
installments.

Portfolio at Risk (PAR)
Report

Management reviews this report to assess the overall risk level of
loans across multiple branches.

Restructured Loan
Recovery Report

Tracks repayments of borrowers whose loans were rescheduled due
to temporary income loss, such as seasonal workers.

Write-Off and
Settlement Report

Documents loans where recovery is no longer possible and partial
settlements agreed with borrowers facing severe hardship.

Table 3.3.10: Types of loan recovery reports
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— Summary £

Loan application is a critical step in microfinance to ensure accurate borrower information is
captured.

Microfinance Executives must collect and verify essential documents, including ID proof, income
statements, and collateral details.

MFI policies and regulatory guidelines govern the correct processing of loan applications.
Assessing a borrower’s credit history and repayment behaviour helps determine loan eligibility.

Evaluating financial details such as income, expenses, and household obligations is necessary to
assess repayment capacity.

Differentiating between high and low creditworthiness enables better risk management and loan
decisions.

Financial risks like irregular income or seasonal employment must be considered before loan
approval.

Calculating the borrower’s debt-to-income ratio helps assess loan affordability accurately.

Credit scores and risk ratings play an important role in loan approval decisions.

Tracking repayments through reminders, alerts, and visits ensures timely recovery of loans.

Early warning signs of repayment difficulties help Microfinance Executives provide timely support
to clients.

Loan restructuring and recovery strategies assist clients facing financial difficulties and help
minimise defaults.
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)

Multiple-choice Question:

1.

What is the first step in loan processing for microfinance?
a. Approving the loan directly b. Filling out a loan application accurately

c. Collecting interest payments d. Visiting the client’s home

Which documents are essential for a loan application?
a. Marketing brochures b. ID proof, income statement, and collateral

c. Business plan only d. Utility bills only

What does analysing a borrower’s credit history help determine?
a. Loan eligibility and risk b. Client satisfaction

c. Marketing strategy d. Staff performance

How can Microfinance Executives track loan repayments effectively?
a. By sending reminders, alerts, and conducting visits

b. By ignoring missed payments
c. By collecting all payments in advance

d. By relying solely on mobile apps

Which method supports clients facing repayment difficulties?
a. Loan restructuring and flexible repayment plans

b. Increasing interest rates
c. Cancelling all loans

d. Reducing field visits

Descriptive Questions:

P W

Explain the step-by-step process of filling out a loan application form accurately.
Describe the documents required for loan processing and their significance.
Discuss how analysing a borrower’s credit history and financial records helps in assessing eligibility.

Elaborate on techniques used to track repayments and handle early warning signs of repayment
issues.

Explain strategies for assisting clients facing repayment challenges, including loan restructuring and
recovery actions.
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— Notes

Scan the QR codes or click on the link to watch the related videos

https://youtu.be/fjOAzpauolE https://youtu.be/3TAexAl3zfA

Correct Procedure for Loan Applications Microfinance Borrower Credit History

https://youtu.be/DtiCGJIQRK4

Tracking Loan Repayments concepts



https://youtu.be/fjOAzpauo1E
https://youtu.be/3TAexAI3zfA
https://youtu.be/DtiCGJlQRK4

4. Conduct Financial
Literacy and Client
Education

Unit 4.1 - Fundamental Financial Conceptsand Responsible Borrowing

BFSI Sector Skill Council of India

“An Initiative of NSDC Unit 4.2 - Financial Education Techniques and Client Engagement

Unit 4.3 - Practical Financial Tools and Exercises
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1.

— Key Learning Outcomes

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

21.

By the end of this module, the participants will be able to:

Explain key financial concepts such as income management, budgeting, saving, debt repayment,
and credit discipline in simple, easy-to-understand terms.

Describe the importance of responsible borrowing, including timely repayments, maintaining
credit discipline, and avoiding over-indebtedness.

Differentiate between essential and non-essential expenses to help clients make informed
financial decisions.

Describe how to analyse the impact of interest rates, loan tenures, and installment payments
on financial well-being through real-life case studies and calculations.

Summarise the benefits of emergency funds, goal-based savings, and microfinance deposit
schemes in promoting financial stability.

Describe common financial misconceptions and explain the significance of credit scores,
repayment obligations, and loan terms.

Explain how to develop realistic financial goals and step-by-step action plans for clients based
on income levels and business potential.

Describe how to use simple language and culturally relevant examples to explain financial topics
like savings, budgeting, loan repayment, and interest rates.

Illustrate key financial concepts using charts, infographics, and storytelling to enhance client
understanding and engagement.

Recognise the importance of follow-ups to assess client understanding and provide additional
financial guidance.

Explain different types of savings options, including formal savings accounts, group savings
initiatives, and emergency funds.

Elaborate oninteractive financial education sessions using real-life examples to teach budgeting,
saving, and responsible borrowing.

Describe the effects of interest rates and loan tenures on financial planning through case studies
and simple calculations.

Outline a budgeting exercise where participants track income and expenses over a month using
a household ledger.

Elaborate on distinguishing essential and non-essential expenses, enabling participants to
categorise and justify spending.

Create infographics or postersillustrating key financial concepts like savings, debt management,
and credit discipline.

Elaborate on using interactive learning techniques such as quizzes and role-playing to reinforce
financial concepts.

Explain how to organise financial literacy workshops in collaboration with SHGs or microfinance
institutions.

Elaborate on hands-on savings challenges, allocating hypothetical earnings to different savings
goals.

Describe how to assist clients in setting financial goals and mapping step-by-step plans to
achieve them based on income and potential challenges.

Explain educational booklets, budgeting templates, and savings trackers, ensuring participants
understand their effective use.




Microfinance Executive

UNIT 4.1: Fundamental Financial Concepts and Responsible
Borrowing

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Explain fundamental financial concepts like income management, budgeting, saving, debt
repayment, and credit discipline in simple, clear terms.

2. Describe the significance of responsible borrowing, including timely repayments, maintaining credit
discipline, and avoiding over-indebtedness.

3. Differentiate between essential and non-essential expenses to guide clients in making informed
financial choices.

4. Describe methods to analyse the impact of interest rates, loan tenures, and installment payments
on financial well-being using real-life examples.

5. Describe the advantages of emergency funds, goal-based savings, and microfinance deposit
schemes for promoting financial stability.

6. Describe common financial misconceptions and clarify the importance of credit scores, repayment
obligations, and loan terms.

7. Explain how to create realistic financial goals and step-by-step plans for clients based on income
and business potential.

— 4.1.1 Fundamental Financial Concepts
Fundamental financial concepts help borrowers manage their money better and use loans responsibly.
In microfinance, understanding these basics supports stable income, timely repayments, and long-
term financial security. The following are the types of financial concepts that are very important in
microfinance:
Concept Description Basic Formula Example
. . A street vendor sets aside
Planning how money is . .
Net Income = Total part of daily earnings
Income earned and used so that
. Income - Total for food, rent, and loan
management daily needs and loan .
Expenses installments before other
repayments are met. .
spending.
A tailoring worker plans
Writing down income Monthly Balance = monthly expenses for cloth,
Budgeting and expenses to avoid Monthly Income - household needs, and
overspending. Monthly Expenses savings to avoid shortage at
month end.
Keeping a small amount A dairy farmer saves a
. of money aside regularly | Savings Amount = fixed amount from milk
Saving
for future needs or Income - Expenses sales each week to handle
emergencies. medical or repair expenses.
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Concept Description Basic Formula Example
Paying loan installments | EMI = Loan Amount A sn_wall shop owner pays
. . the installment every
Debt repayment | on time as agreed with + Loan Tenure
month on the same date to
the lender. (months) . .
avoid penalties and stress.
Using loans only for Debt-to-Income A home-based food seller
e he righ Ratio = (Total D ki | |
Credit discipline the right purposg . atio = (Total Debt tg es only one o.an ata
and borrowing within Payments + Income) | time and repays it fully
repayment capacity. x 100 before borrowing again.

Table 4.1.1: Fundamental financial concepts explained

— 4.1.2 Significance of Responsible Borrowing

Responsible borrowing helps borrowers use loans wisely without creating financial stress. In
microfinance, responsible borrowing ensures timely repayments, maintains good credit records, and
prevents borrowers from falling into debt traps. The following are the key aspects that explain the
significance of responsible borrowing in microfinance:

Concept Description Basic Formula Example
Repayment A small shop owner pays
. Paying loan installments | Timeliness % = (On- | every installment before
Timely . . .
repavments on or before the due Time Payments = the due date to avoid late
pay date as agreed. Total Payments) x fees and maintain trust
100 with the lender.

Credit Utilisation

Following good A tailoring worker uses the

e . . io=(L . .
Maintaining borrowing habits such i?::unt( lj):end - Loan loan only for buying sewing
credit discipline as regular payments and ’ materials and repays it

o . Amount Approved) .
limited borrowing. % 100 regularly without delay.
Debt-to-Income A dairy farmer avoids

- Ensuring total loan Ratio = (Total taking multiple loans at
Avoiding over- . _ .
indebtedness burden remains within Monthly Debt the same time to ensure

repayment capacity. Payments + Monthly | monthly installments stay
Income) x 100 affordable.
. . Utilisation Check A food stall owner uses
. Using the loan strictly
Responsible loan . = Loan Used for the loan only to buy
for the intended and ] L
usage aobroved purbose Purpose + Total Loan | raw materials instead of
PP purpose. Amount household expenses.

A home-based

Credit Score
entrepreneur becomes

Creating a good

Building positive Improvement = .
L repayment record for . eligible for a larger loan
credit history Timely Payments .
future loan access. . after repaying two small
Over Time

loans on time.

Table 4.1.2: Significance of responsible borrowing explained
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— 4.1.3 Essential versus Non-Essential Expenses

Understanding the difference between essential and non-essential expenses helps borrowers prioritise
spending and manage loans effectively. In microfinance, distinguishing these expenses supports
budgeting, timely repayments, and better financial planning. The following are the differences between
essential and non-essential expenses:

Aspect Essential Expenses Non-Essential Expenses

Optional spending that can be
reduced or postponed without
affecting survival

Necessary spending required for

Descrioti
escription basic living and financial obligations

Money spent on groceries and daily

Food Occasional treats or dining out

meals

. Luxury accommodations or
Rent House or shop rent paid monthly Y
temporary stays

Utilities Electricity, water, gas, internet, and Entertainment subscriptions, non-

essential household services essential gadgets

. School fees, tuition, and learning Extracurricular classes or non-

Education . .

materials essential courses

Medical expenses, medicines, and Cosmetic treatments or luxury
Healthcare .

health check-ups wellness services

Monthly installments for borrowed Penalties for delayed payments of
Loan Repayments .

amounts non-critical loans

Essential Expense Ratio = (Essential Non-Essential Expense Ratio = (Non-

Formula Expenses + Total Income) x 100 Essential Expenses + Total Income)
x 100
A family spends money on monthly Buying new clothes during festivals
Example groceries, school fees, and electricity ying g

. or eating out frequentl
bills & quently

Table 4.1.3: Essential versus non-essential expenses

— 4.1.4 Analysing Interest Rates Impacts

Interest rates in microfinance determine the cost of borrowing and help MFIs cover operating costs,
loan losses, and the cost of funds while staying financially sustainable. Setting and analysing these rates
carefully ensures borrowers are not overburdened and the institution remains viable. The following are
the stages of analysing interest rates with their impacts:

Stages of analysing interest rates impacts

Decomposition of Interest Rate Components breaks the rate into Cost of Funds, Operating
Expenses, Loan Loss Expense, and profit margin to ensure affordability and sustainability. For
example, MFIs lending to dairy farmers analyse these components to cover costs without
overburdening borrowers.

Calculation of Real Yield measures the true return on the portfolio after inflation and time
value of money. For instance, monthly repayments by a tailoring cooperative are evaluated to
determine the actual annual yield.
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Benchmarking against Industry Caps ensures compliance with regulatory ceilings and prevents
overcharging. For example, a village entrepreneur’s loan interest stays within permitted limits.

Assessment of Borrower Repayment Capacity is important to use tools like the Debt-to-Income
(DTI) ratio to evaluate if the total repayment burden (including interest) is sustainable for the
client, reducing the risk of over-indebtedness.

DTI = Total Monthly Loan Obligations/Verified Monthly Income

Analysis of Portfolio Yield Sensitivity models how changes in interest rates, loan tenure, or
installment frequency affect ROA and OSS. For example, shorter tenures for dairy farmer loans
may increase monthly installments but improve ROA.

Evaluation of Demand Elasticity measures borrower responsiveness to interest rates to balance
outreach and sustainability. For instance, high rates may reduce borrowing by small vegetable

vendors, prompting MFls to adjust pricing.

Fig. 4.1.1: Stages of analysing interest rates by impacts

The following are the types of interest rates and their impacts that a microfinance executive must keep

in mind:

Type of Interest Rate

Flat Rate

Description

Interest is calculated on
the original principal
throughout the loan
tenure, regardless of
repayments made.

Impacts

Easier to calculate
and communicate to
borrowers, but may
appear higher than
reducing balance
rates, potentially
affecting affordability.

Example

A borrower takes a
loan of 10,000 with
12% flat rate for one
year; interest = 10,000
x12% =1,200.

Declining Balance /
Reducing Balance

Interest is calculated
on the outstanding
loan balance after each
repayment, so interest
reduces over time.

More accurate
reflection of
repayment burden,
encourages early
repayment, and
reduces total interest
cost for borrowers.

A borrower takes
10,000 with 12%
annual interest; as
repayments reduce
principal, interest
for the next period
is calculated on
remaining balance.

Effective Interest
Rate (EIR)

Represents the true
annual interest cost
considering fees,
compounding, and
repayment schedule.

Provides a realistic
view of the total cost
of borrowing, helping
MFls and borrowers
assess affordability
and compare loans.

A borrower repays
monthly installments;
EIR accounts for all
charges, showing
actual annual cost as
13-14% instead of
nominal 12%.

Annual Percentage
Rate (APR)

Standardised rate
showing yearly cost
including interest and
additional fees.

Ensures transparency,
regulatory compliance,
and fair comparison
between different loan
products.

A loan advertised

at 12% APR shows
the total yearly cost
including processing
fees.
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Type of Interest Rate Description Impacts Example
Easy to understand,
. suitable for short- Loan of 10,000 at 12%
Interest is calculated
Simple Interest only on the principal for term loans, but for 1 year: Interest =
P Y P P does not account 10,000 x 12% x 1 =

the entire loan period. for compounding or 1,200.

frequent repayments.

Reflects true cost
over time, especially A loan of 10,000 at

Interest is calculated for long-term loans, 12% compounded
Compounding on the principal plus but can increase monthly results in
Interest accumulated interest repayment burden slightly higher interest
from previous periods. if borrowers than simple interest
are unaware of due to accumulation.

compounding effects.

Table 4.1.4: Types of interest rates and their impacts

— 4.1.5 Benefits of Emergency Savings

Emergency savings is money set aside to cover unexpected expenses, such as medical bills, urgent
repairs, or sudden income loss. It helps individuals and families manage financial shocks without
borrowing or disrupting regular loan repayments. The following are the different types of emergency
savings that one must be aware of:

e Cash Reserves

Physical money kept at home or in hand for immediate use. For example, a street vendor keeps
2,000 at home to handle sudden medical bills or urgent purchases. In government schemes,
individuals can supplement cash reserves with programs like the Pradhan Mantri Jan Dhan Yojana
(PMJDY), which provides easy access to basic savings accounts and small deposit facilities for
financial emergencies.

(PMJDY)
Pradhan
Mantri Jan
Dhan Yojana

Fig. 4.1.2: PMJDY official logo

e Bank or MFI Savings Accounts

Funds deposited in a savings account that can be accessed quickly when needed. For example, a
dairy farmer deposits weekly earnings in a microfinance savings account to pay for unexpected
veterinary expenses. The Post Office Savings Account scheme under the GOI allows rural and semi-
urban clients to maintain low-risk accounts with easy withdrawal options for emergency use.
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Fig. 4.1.3: Post office savings schemes logo

¢ Goal-Based Emergency Savings

Money saved for specific emergency purposes, like health, repairs, or education. For example, a
small shop owner saves a portion of monthly income to cover school fees if an unexpected expense
arises. The Pradhan Mantri Vaya Vandana Yojana (PMVVY) offers pension-linked and goal-oriented
saving instruments that can be used as emergency funds for senior citizens or low-income groups.

q g Pradhan
: a% Mantri Matru

Vandana
< Yojana
Yong 0w (PMMVY)

Fig. 4.1.4: PMMVY official logo

¢ Recurring Deposit Accounts

Regular deposits in banks or MFIs with a fixed schedule, building a safety net over time. For
example, a tailoring worker contributes X500 monthly to a recurring deposit to cover seasonal
repairs or emergencies. Under the GOI, the Sukanya Samriddhi Yojana (SSY) encourages parents to
save periodically for their daughter’s education or emergency needs, creating a disciplined saving
habit.
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Sukanya Samriddhi
Yojana

Fig. 4.1.5: SSY official logo

¢ Digital Wallets or Mobile Savings Tools

Funds stored in mobile apps or e-wallets for quick access in emergencies. For example, a vegetable
vendor keeps money in a mobile wallet to pay for urgent transport or medical needs. The MILAN
Mobile Application by MFls, supported by government financial inclusion programs, allows clients
to track savings and loans digitally, offering immediate access to funds in emergencies.

The following are the benefits of emergency savings:

Concept Description Basic Formula Example

A small shop owner keeps
three months’ worth of

Money set aside to cover Emergency Fund = .

Emergency expenses in a separate
unexpected expenses or Monthly Expenses

Funds . ) account to handle
financial shocks. x 3—6 months

sudden repairs or medical
emergencies.

Saving with a specific
purpose such as education,

A tailoring cooperative

Savings for Goal = | monthly to buy

Targeted Savings

for Specific ) . Target Amount + . .
business expansion, or . . a new sewing machine
Goals Time Period o
asset purchase. within six months.
. A dairy farmer deposits
Savings products offered . ) 4 P
N Total Deposits a fixed amount weekly
Microfinance by MFls encourage regular .
. . e . = Monthly in an MFl account to
Deposit deposits, build financial 0
o . Contribution x accumulate funds for
Schemes discipline, and provide a

Number of Months | seasonal repairs or

safety net. )
emergencies.

Table 4.1.5: Benefits of Emergency Savings
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— 4.1.6 Understanding Financial Misconceptions and Credit ——

Many borrowers have misconceptions about loans, interest, and repayment, which can lead to financial
stress. In microfinance, understanding credit scores, repayment obligations, and loan terms helps
borrowers make informed decisions, avoid defaults, and maintain financial stability. The following table
explains the key aspects of financial awareness and clearing common misconceptions in microfinance:

Concept Description Basic Formula Example
Understanding
. . A small shop owner
. the importance of Credit Score Impact .
Credit Score o . repays all loans on time
maintaining a good = Timely Payments + o . .
Awareness . to maintain a high credit
credit score for future Total Payments x 100 L
. score for future eligibility.
borrowing.
. A tailoring worker sets
Knowing that each loan | Repayment . 8
. o reminders to pay every
Repayment has a fixed repayment Timeliness % = (On- .
L . installment before the
Obligations schedule that must be Time Payments + .
due date, avoiding
followed. Total Payments) x 100 .
penalties.
Being aware of interest A dairy farmer reads
& Effective Loan Cost = | and understands the
Loan Terms rates, tenure, and . .
. - Principal + Interest + loan agreement to avoid
Understanding conditions before . s
. Fees surprises with interest or
borrowing. .
penalties.
Using loans strictly for Utilisation Check A food stall owner uses
Avoiding Misuse the approved purpose = Loan Used for the loan only for buying
of Loans to prevent financial Purpose + Total Loan | raw materials, not for
strain. Amount personal expenses.
A home-based
Ensurine total Debt-to-Income Ratio | entrepreneur avoids
Avoiding Over- g _ = (Total Monthly Debt | taking multiple loans
borrowings are within ] .
Indebtedness repavment canacit Payments + Monthly | simultaneously to keep
pay pacity. Income) x 100 monthly payments
manageable.

Table 4.1.6: Key aspects of financial awareness

— 4.1.7 Creating Realistic Financial Goals

Setting realistic financial goals helps borrowers plan their income, savings, and loan usage effectively. In
microfinance, creating step-by-step plans based on income and business potential ensures clients can
achieve objectives without overburdening themselves financially. The following table explains the key
aspects of creating realistic financial goals in microfinance:

Concept Description Basic Formula Example

Recognising specific
financial objectives such Goal Amount =
Goal Identification | as business expansion, Estimated Cost of
education, or emergency Objective

funds.

A tailoring worker
identifies the need to buy
a new sewing machine
costing X10,000.
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Concept

Income
Assessment

Description

Evaluating monthly
income from all sources
to determine achievable
savings.

Basic Formula

Available Savings =
Monthly Income -
Monthly Expenses

Example

A small shop owner
calculates that 2,000 per
month can be saved after
expenses.

Business Potential
Analysis

Understanding the
earning capacity and
growth of the borrower’s
business to set feasible
targets.

Expected Profit =
Projected Revenue
- Expenses

A dairy farmer estimates
monthly profit from milk
sales to determine how
much can be allocated to
savings or repayments.

Step-by-Step
Planning

Breaking goals into
manageable milestones
and timelines.

Monthly
Contribution = Goal
Amount + Time
Period

The tailoring worker plans
to save X1,000 per month
over 10 months to buy
the sewing machine.

Monitoring and
Adjustment

Regularly reviewing
progress and adjusting
plans based on changes in
income or expenses.

Progress % =
Amount Saved +
Goal Amount x 100

The shop owner tracks
monthly savings and
increases contributions
when seasonal income
rises.

Table 4.1.7: Steps for making realistic financial goals
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UNIT 4.2: Financial Education Techniques and Client
Engagement

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Describe waysto use simple language and culturally relevant examples to explain savings, budgeting,
loan repayment, and interest rates.

2. |lllustrate financial concepts using charts, infographics, and storytelling to improve client
understanding and engagement.

3. Describe how to recognise the role of follow-ups in assessing client understanding and providing
additional financial guidance.

4. Elaborate on conducting interactive financial education sessions using real-life examples to teach
budgeting, saving, and responsible borrowing.

5. Elaborate on employing interactive learning techniques, such as quizzes and role-playing, to
reinforce financial concepts.

6. Explain how to organise financial literacy workshops in partnership with SHGs or microfinance
institutions.

7. Elaborate on conducting hands-on savings challenges, helping participants allocate hypothetical
earnings to various savings goals.

— 4.2.1 Using Simple Language Effectively

Explaining financial concepts in simple, clear language helps borrowers understand savings, budgeting,
loan repayment, and interest rates. Using culturally relevant examples ensures concepts are relatable
and easier to apply in daily life. The following table shows ways to communicate these topics effectively:

Using Local Language Effectively

Simplifying Complex Financial Topics

Using the borrower’s native
language or familiar expressions to
explain financial concepts

Breaking down financial terms and
processes into easy-to-understand words
and steps

Description

Describe as “setting aside a little

Explain as “putting aside money regularly from daily earnings, like saving some

amortisation schedules

Savings to use later” instead of technical terms like . ” .
“ o milk money each day” for dairy
accumulated capital
farmers
. . Use examples like “divide dail
Present budgeting as “planning how to . P . Y
. . — shop income for groceries, loan
Budgeting spend income so needs are met first .
. repayment, and savings” in the local
instead of complex charts or formulas
language
Loan Explain as “paying back borrowed money Give examples like “pay a fixed
in small, regular amounts” instead of part of the loan every week before
Repayment

buying new stock” using local terms

Interest Rates

Describe as “extra money paid on top
of the borrowed amount” instead of
percentages or compounding terms

Relate to daily life examples such as
“if you borrow 100 rupees, pay back
110 rupees for using it”
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Simplifying Complex Financial Topics Using Local Language Effectively

Explain in local dialect: “save a

A tailoring worker saves X50 daily, plans little from each day’s earnings, pay
Example weekly expenses, and repays a small loan loan installments on the same day
on time every week, and keep money for

emergencies”

Table 4.2.1: Communicating financial concepts effectively

— 4.2.2 lllustrating Financial Concepts Visually

Using visual tools helps borrowers understand financial concepts more easily than text or verbal
explanations alone. Visual illustrations make abstract ideas like savings, budgeting, loan repayment, and
interest rates concrete and relatable in daily life. The following are the different methods of illustrating
financial concepts visually:

e Charts and Graphs

Represent income, expenses, and savings patterns using simple bar or pie charts. For example,
a village dairy cooperative uses a pie chart to show how milk sales revenue is divided between
household expenses, savings, and loan repayment.

DETERVHIE]S Images

Pie charts
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DETERVHIE]S Images
Yy

: ﬂ
%

Table 4.2.2: Data visuals blank samples

e Flow Diagrams

Show step-by-step processes for loan applications, repayments, or budgeting. For example, a
microfinance field officer uses a flow diagram to explain how monthly loan installments are
calculated and paid.

Fig. 4.2.1: Flow diagram blank sample

e Picture-Based Storyboards

Use illustrations or comic-style stories to explain financial lessons. For example, a small shop owner
learns through a storyboard how saving a portion of daily earnings can help buy new stock without
borrowing extra.

o
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PROJECT PAGE  /

Fig. 4.2.2: Picture-based storyboard blank sample

Infographics

Combine images, numbers, and minimal text to explain concepts clearly. For example, a tailoring
cooperative shares an infographic showing the monthly repayment schedule and savings plan for
members.

Blank Infographic Template

Caption

Infographic

Caption

Lorem Ipsum is simply dummy text of the

oly dummy text of the

Fig. 4.2.3: Infographics blank sample

Demonstration Models

Use physical objects like coins, envelopes, or charts to simulate budgeting, savings, or loan
repayment. For example, a field officer uses envelopes to demonstrate allocating daily earnings for
groceries, loan repayment, and savings for emergencies.
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Demonstration model Images

Coins

Envelopes \ /

Charts

Table 4.2.3: Demonstration model sample blank templates

— 4.2.3 Role of Follow-Ups

Follow-ups help ensure that clients understand financial concepts, repayment schedules, and loan
terms clearly. In microfinance, regular follow-ups allow field officers to provide additional guidance,
clarify doubts, and support clients in making informed financial decisions. The following are the stages
of conducting the follow-ups of clients for a microfinance executive:
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Stages of doing follow-ups

Schedule Regular Meetings with Clients to check understanding of loan terms, repayment
schedules, and budgeting practices, ensuring no misunderstandings arise.

Review Client Records to identify areas where the borrower may need further guidance or
support, such as missed payments or difficulty in following a budget plan.

Clarify Doubts and Provide Additional Explanations using simple language, visual aids, or local
examples to reinforce key financial concepts.

Assess Client Financial Behaviour by observing repayment patterns, savings habits, and spending
practices to provide tailored advice for improvement.

Encourage Feedback from Clients about challenges or uncertainties in managing loans, savings,
or budgeting, helping the microfinance officer adjust guidance accordingly.

Document Follow-Up Outcomes to maintain records of guidance provided, client responses, and
next steps for continued support and monitoring.

Provide Reinforcement and Motivation by acknowledging progress, giving positive feedback, and
suggesting small, practical improvements to enhance financial discipline.

Fig. 4.2.4: Stages of doing follow-ups

The following are the roles of follow-ups:

Follow-Up Activity Importance

Ensures clients understand loan terms, repayment schedules,

Regular Meetings with Clients and budgeting practices.

Identifies areas where clients need additional guidance or

Reviewing Client Records
support.

Reinforces key financial concepts using simple language and

Clarifying Doubts local examples.

Observes repayment patterns, savings habits, and spending

Assessing Financial Behaviour . . .
practices for tailored advice.

Helps client’s voice challenges, allowing officers to adjust

Encouraging Client Feedback guidance effectively.

Documenting Follow-Up Maintains records of advice given, client responses, and
Outcomes planned next steps.

Providing Reinforcement and Encourages progress, builds confidence, and supports continued
Motivation financial discipline.

Table 4.2.4: Role of client follow-ups

— 4.2.4 Conducting Financial Education Sessions

Financial education sessions help borrowers build awareness about savings, budgeting, loan repayment,
and responsible borrowing. For a microfinance executive, these sessions are essential to improve
financial literacy, empower clients, and ensure sustainable financial behaviour. The following are the
methods of conducting financial education sessions:
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Group discussions

The executive organises interactive group meetings with borrowers to discuss topics like saving
habits and loan management. For example, women in self-help groups share how they manage
daily income and save small amounts regularly.

Fig. 4.2.5: Group discussion in rural setting

Storytelling and role play

Financial lessons are taught through real-life stories and role plays. For example, participants act
out a market scenario showing the importance of paying installments on time to maintain credit
trust.

Fig. 4.2.6: Storytelling session in rural setting

Visual aids and charts

Posters, pictorial charts, and flipbooks are used to explain budgeting, income management, and
interest calculation. For example, a field officer uses a pie chart to show how household income can
be divided into needs, savings, and loan payments.

Fig. 4.2.7: Rural setting visual aids and charts usage

100
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e Demonstration activities
Hands-on demonstrations are conducted using items like envelopes or tokens to represent income
and expenses. For example, each envelope is labelled for groceries, savings, and loan repayments
to show practical budgeting.

Fig. 4.2.8: Rural setting demonstration activity

e Use of digital tools

Mobile applications and short videos are used to explain financial concepts. For example, a mobile
video demonstrates how to calculate simple interest on small business loans.

Executive’s

Digital Tool . Examples Images/Logo
J Educational Use P ges/Log
€ > ¢ u ~ w L@
Demonstrates Jan Dhan Darshak B> Googeray ot e chine Q0@
hovy to track App under the . JAN BHARDARSHAK e
savings, loan Pradhan Mantri —
Mobile balances, and Jan Dhan Yojana .
Applications | repayment helps users monitor . < =
schedules using bank balances
simple mobile and manage small | e
apps. savings digitally. SOl ) Mo 2
= ) == - SN M aton o
National Centre for Financial Education
Conducts
Plays short . -
vidZos explaining Financial Literacy
) Week by RBI
budgeting,
Short . releases awareness v
. responsible . . ONLINE
Educational . videos on savings, FINANCIAL
. borrowmg, .. Junior: VI to VIl
Videos . digital payments, Intermediate: IX & X
and timely FOR SCHOOL Senior: XI & XI
. and debt STUDENTS p—
repayments in
local | management. P
ocal languages. il it el |
EE Of co Epamclpan(s "to be Won
For Registrations and more information Please log on to www.ncfe.org.in/flw2025
Provides audio
. messages Digital Saksharta ""'
Interactive g 8 .
. explaining Abhiyan (DISHA)
Voice . . . .
financial terms includes audio .
Response PRADHAN
(IVR) and loan modules for A MANTRI GRAMIN
: . : - DIGITAL SAKSHARTA
reminders to financial and digital
Systems & AsHivAN

clients with basic | literacy training.
phones.
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Executive’s

Digital Tool . Examples Images/Logo
g Educational Use P ges/Log
n%v
Shares short —
. . MyGov WhatsApp il
tips, visuals, IS NOW ON
and reminders Channel
. shares verified Q WhatsApp
WhatsApp on savings, . .
Groups budgeting, and information on
P EEtNg, financial inclusion Get Engaged
loan installments L . Stay inFormed, & Scan the
th h and digital banking
roug group awareness. Shape the and Join the Channel
messages. Future of Indial
f GOA N;Aﬁf:ﬂjﬂﬁleE &
Uses tablets or RBI Financial e g
projectors to Education e @ Reserve Banml of India g&%
. . . . Persons ORGANISES 2
Digital display visuals Programmes use b ot oS Program ,
Presen- showing how to | digital slides and . e Fi na;"‘ cial T
tations manage income, | visuals for rural e Literae AR
expenses, and financial awareness = y o
savings. sessions. AN
o ICCIIO /.
G%‘"des literate E-Lea rning Platform NATIONAL BANK FOR AGRICUL
clients through of NABARD offers Nathcs AND RURANK\EEKJPMISN%: :
Online interactive digital courses e f ) ]‘
Training lessons on ongrura| credit Innova.twe unction 1.
Modules credit discipline ) . promoting Rural Credit
. . and financial
and financial - pol st
. management. s L
planning. e
Sends regular PMGDISHA SMS
SMS messa \
VIS ges Ale_:rts educate e
SMS-Based with financial citizens about safe ——CEDu
Learning advice or alerts financial practices [PMGDISHA]
about due dates | and digital
and saving tips. transactions.

Table 4.2.5: Usage of digital tools to explain microfinance

Field visits and peer learning

Clients visit successful local entrepreneurs to observe practical examples of good financial practices.
For example, small shop owners learn from peers who use part of their profit for savings and timely

loan repayment.
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Fig. 4.2.9: Rural setting field visit and learning

Interactive
Technique

Quizzes and
Question
Rounds

Description

Short question-based
activities to test
understanding and recall
of financial topics.

— 4.2.5 Employing Interactive Learning Techniques

Interactive learning techniques in microfinance involve methods like case studies, role-playing,
simulations, and group discussions to engage microfinance executives actively, allowing them to apply
complex concepts and practice decision-making skills in a safe environment. The importance of these
methods is that they build practical competencies in areas like risk assessment, client interaction,
and ethical lending, which are critical for an executive to effectively manage operations and ensure
the institution's financial health and social mission are successfully achieved. The following are the
different types of interactive learning techniques:

Executive’s Educational
Use

Engages clients through
simple quizzes after
sessions to reinforce
knowledge on savings,
budgeting, and loan
repayment.

Examples

During RBI Financial
Literacy Camps,
participants answer
quiz questions about
managing expenses and
responsible borrowing.

Role-Playing
Activities

Clients act out real-life
financial situations to
learn practical decision-
making.

Encourages participants
to perform role-plays on
borrowing, repayment,
and savings to understand
financial behaviour.

In NABARD's
Microfinance Awareness
Programmes, villagers
perform skits showing
how to manage loans and
avoid over-indebtedness.

Group
Games

Fun, interactive activities
that promote teamwork
and financial awareness.

Conducts games like
“budget planning
competitions” to teach
spending control and
group cooperation.

The Digital Saksharta
Abhiyan (DISHA) includes
simple games teaching
savings and digital
payment habits.

Case Study
Discussions

Real or fictional borrower
stories are analysed to
understand financial
decisions.

Facilitates group
discussions to identify
lessons from success and
failure stories.

Under Financial Literacy
Week, facilitators

share stories of small
entrepreneurs who
improved savings through
proper budgeting.




Participant Handbook

Interactive o Executive’s Educational
. Description Examples
Technique Use
. . . The RBI Financial
. Uses visual materials Demonstrates interest .
Visual . . . Education Programme
like charts, pictures, rate effects, budgeting, . .
Demons- . . uses flipbooks to explain
. or flipbooks to explain and repayment schedules .
trations 5 . . oy . how interest affects total
financial topics. with illustrated aids.
repayment.
Organises meetings Self-Help Group (SHG
Borrowers learn from & . & . . P P )
Peer where experienced clients | meetings allow women
. each other through .
Learning . . guide new borrowers entrepreneurs to mentor
. sharing experiences and . . .
Circles advice on responsible financial new members about
practices. credit discipline.

Table 4.2.6: Interactive learning techniques overview

— 4.2.6 Organising Literacy Workshops Collaboratively

Organising financial literacy workshops in partnership with Self-Help Groups (SHGs) or microfinance
institutions helps promote financial awareness and responsible money management among community
members. These workshops empower participants to understand key concepts like savings, budgeting,
loan repayment, and interest rates through interactive and practical learning. The following are the key

methods used to organise financial literacy workshops collaboratively:

Workshop Descriotion Executive’s Educational Exambles
Activity P Use P
The executive
. . . . nder the National
Involves identifying the coordinates with SHG Under the .at © .a
. . . o Centre for Financial
Planning target audience, setting | leaders or microfinance Education (NCFE)
Financial clear objectives, and partners to organise
. h . . program, SHGs conduct
Literacy scheduling sessions at community-based .
. . . workshops on budgeting
Workshops convenient times and workshops focusing )
. ) . . and credit management
locations. on financial inclusion
. for rural women.
topics.
The executive prepares | The RBI’s Financial
. Creation of easy-to- charts, stories, and Literacy Week provides
Developing . . . . .
. . . understand visual aids, real-life examples illustrated guides and
Simple Training . g .
Materials posters, and booklets in | to explain financial story-based booklets
the local language. terms and encourage to simplify saving and
participation. borrowing concepts.
. - The NABARD SHG-Bank
Collaboration ensures SHGs mobilise .
S . Linkage Programme
. . local participation members, while .
Partnering with . . . . partners with local MFls
and trust, improving MFIs provide trainers - -
SHGs and MFls . to conduct joint training
workshop reach and and materials for . .
. . . on responsible borrowing
impact. community sessions. .
and savings.
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Workshop
Activity

Conducting
Interactive
Sessions

Description

Includes group activities
like quizzes, discussions,
and role-plays to make
learning engaging.

Executive’s Educational
Use

The executive
encourages participants
to share their financial
experiences and
solutions.

Examples

The Digital Saksharta
Abhiyan (DISHA)

includes interactive
demonstrations on digital
banking and savings
habits.

Monitoring and
Feedback

Collecting participant
feedback to improve
future workshops and
identify areas needing
more focus.

The executive uses
feedback forms or
short surveys to
assess participant
understanding.

In the Financial Literacy
and Credit Counselling
Centres (FLCCs), feedback
is used to update training
modules and outreach
methods.

Table 4.2.7: Collaborative financial literacy workshop methods overview

— 4.2.7 Hands-on Savings Challenges

Hands-on savings challenges are practical exercises that help participants learn how to manage money
by simulating real-life financial decisions. These activities encourage individuals to allocate hypothetical
earnings toward different savings goals, promoting discipline and awareness about financial priorities.
The following are the key methods used by microfinance executives to conduct hands-on savings

challenges:

Executive’s Educational

Activit Description Examples
y Y Use Y
. . . . During a financial
The executive begins by | Participants are given
. . i . , | awareness camp,
Introducing explaining the purpose a fixed “mock income . .
. . participants receive a
the Savings of saving and how small, | and asked to plan how .
0L sample income of 5,000
Challenge regular contributions can | they would spend and
. . . to allocate for food, rent,
grow over time. save it responsibly. . .
savings, and emergencies.
- - . Helps clients In SHG meetings,
Participants divide their P . & .
. . . understand how members divide their
Allocating given earnings among . . .
. L > budgeting and mock earnings using
Hypothetical categories like essentials, L
. . . prioritising expenses envelopes marked
Earnings savings, emergencies, . “ o - ”
and eoals lead to more consistent | “needs,” “savings,” and
& savings. “loan repayment.”
The exercise includes .
. e . . Participants plan to save
. identifying short-term The executive guides .
Setting Short- . . . . %1,000 monthly for six
needs (like repairs) and participants to assign .
and Long-Term . . . months to buy business
long-term goals (like specific portions of .
Goals . ) . supplies and X500 for
education or business income to each goal.
school fees.
growth).
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Executive’s Educational

Activit Description Examples
y P Use P
- . Encourages peer SHG members discuss
Participants share their . gesp .
Group .. . learning and how saving for
. . decisions and explain . ;

Discussion and . demonstrates different | emergencies helped them
. why they prioritised . . . L
Reflection . saving habits and avoid borrowing in tough

certain expenses. . . .
decision-making styles. | times.

Table 4.2.8: Hands-on savings challenge methods overview
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UNIT 4.3: Practical Financial Tools and Exercises

— Unit Objectives |©

By the end of this unit, the participants will be able to:

1. Explain various savings options, including formal accounts, group savings initiatives, and emergency
funds.

2. Describe the effects of interest rates and loan tenures on financial planning using practical case
studies and calculations.

3. Outline a budgeting exercise for participants to track income and expenses over a month using a
household ledger.

4. Elaborate on how to distinguish essential from non-essential expenses, enabling participants to
categorise and justify their spending.

5. Create visual aids such as infographics or posters to illustrate key financial concepts, including
savings, debt management, and credit discipline.

6. Describe methods to assist clients in setting financial goals and developing step-by-step plans based
on income and potential challenges.

7. Explain how to use educational booklets, budgeting templates, and savings trackers effectively to
enhance participant understanding.

— 4.3.1 Various Savings Options Explained

Understanding different savings options helps individuals choose the best way to manage their money
safely and effectively. In microfinance, promoting diverse saving methods—Ilike formal accounts, group
savings, and emergency funds—empowers clients to meet both short-term and long-term financial
goals. The following are the key savings options commonly promoted by microfinance executives:

Executive’s
Educational Use

Examples

Savings Option Description

The executive
educates clients

on how to open
accounts, use
passbooks, and
access savings
digitally for security
and convenience.

Through the Pradhan
Mantri Jan Dhan Yojana
(PMJDY), individuals open
zero-balance accounts

to safely store income
and receive government
benefits.

Accounts opened in
banks or microfinance
institutions that allow
clients to deposit,
withdraw, and earn small
interest safely.

Formal Savings
Accounts

Under the NABARD SHG-
Bank Linkage Programme,
SHG members save

The executive
facilitates group
meetings, ensures

Collective saving efforts
by Self-Help Groups

Group Savings (SHGs) or community

Initiatives

associations where
members pool funds
regularly.

transparent record-
keeping, and

motivates members
to save consistently.

together monthly and
access small group loans
for income-generating
activities.
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Savings Option

Emergency Funds

Description

Money set aside to
handle unexpected

expenses such as illness,

repairs, or loss of
income.

Executive’s
Educational Use

The executive
explains how
small, regular
contributions to an
emergency fund
prevent the need
for high-interest
borrowing during
crises.

Examples

Many microfinance clients
use emergency savings
promoted during Financial
Literacy Week campaigns
to cover sudden medical
costs.

Goal-Based
Savings

Saving for specific
objectives such as

education, home repairs,

or business expansion.

The executive helps
clients identify
financial goals and
create step-by-step
savings plans to
achieve them.

Participants in SHG
programs plan savings
goals like buying sewing
machines or expanding
small stalls using structured
monthly contributions.

Digital Savings
Tools

Mobile-based savings
options offering secure,
convenient transactions
and instant balance
tracking.

The executive
demonstrates how
to use mobile apps
and e-wallets for
saving and managing
funds efficiently.

The Jan Dhan App and
UPl-enabled wallets help
clients transfer, save, and
track money safely without
visiting a bank.

Table 4.3.1: Various Savings options overview

Aspect

Understanding
Interest Rates

— 4.3.2 Impact of Interest Rates

Interest rates and loan tenures directly affect how much a borrower pays back and how easily they
can manage repayments. In microfinance, understanding these impacts helps clients plan better, avoid
over-borrowing, and choose loan options that suit their income levels. The following table explains the
key aspects of how interest rates and loan durations influence financial planning:

Description

Interest is the

cost of borrowing
money, and higher
rates increase total
repayment.

Executive’s Educational
Use

The executive explains
how even small
differences in rates can
significantly change the
total loan cost.

Examples

A borrower taking 10,000
at 10% interest pays
1,000 extra, while at 15%,
pays 1,500 — showing
how higher rates affect
affordability.

Loan Tenure and
Repayment

Longer loan periods
reduce monthly
installments but
increase total interest
paid.

The executive helps
clients compare short
vs. long tenures to
choose the most
manageable option.

A small shop owner
repaying over 12 months
pays smaller EMIs than
over 6 months but spends
more overall in interest.
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Aspect

Fixed vs.
Reducing
Balance Interest

Description

In a fixed rate,
interest is charged on
the full loan amount,
while in a reducing
balance, it declines
with each payment.

Executive’s Educational
Use

The executive
demonstrates both
methods using examples
to show which option is
more cost-effective.

Examples

A dairy farmer with a
reducing balance loan pays
less interest over time as
the principal decreases.

Changes in rates or

The executive trains
clients to plan their

A tailoring worker adjusts

EMls.

interest manually or
with mobile apps.

Effect on tenure influence . . monthly expenses to
. . . . budgets by including
Financial savings, budgeting, . accommodate EMI
. . expected interest . -
Planning and future borrowing payments without missing
capacit payments and EMI installments
pacity. schedules. ’
. . The executive conducts
Simple exercises help . For a X10,000 loan at 12%
. . hands-on sessions
Real-Life clients calculate total . for one year: Interest =
. . where clients use
Calculation repayment, interest examples to compute (10,000 x 12 x 1) + 100 =
Practice amount, and monthly P P X1,200; Total Repayment =

X11,200.

Table 4.3.2: Impact of Interest rates on financial planning

— 4.3.3 Monthly Budgeting Exercise Outline

A household ledger is a simple notebook or record sheet used to track daily income and expenses
within a family or small business. In microfinance, it helps participants understand where their money
goes, control unnecessary spending, and plan for regular savings or loan repayments.

e Components of a household ledger

A household ledger typically records transactions using several key components: the date of the
transaction, a description of the item or service, and the amount of money paid out (expense) or
received (income). It organises these entries into a clear chronological record to track where money
is coming from and going to, ultimately aiding in budgeting and financial review.

WEEK
Weekly budget
STARTING BALANCE
BALANCE NOW 0
ITEM: PLANNED § SPENT § ITEM: PLANNED § SPENT §
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WEDNESDAY

Fig. 4.3.1: Sample household ledger

Budgeting exercise

The following table outlines the key stages of conducting a monthly budgeting exercise using a

household ledger:

Setting Up the
Ledger

Description

The ledger is divided
into sections for
income, expenses,
and savings.

Executive’s Educational Use

The executive demonstrates
how to draw simple
columns for date,
description, and amount to
record daily transactions.

Examples

A tailoring worker
creates a ledger with
columns for fabric
sales (income) and
thread purchases
(expenses).

Recording Daily
Income

Participants write
down all money
received from
different sources
each day.

The executive explains how
tracking every rupee earned
builds awareness of total
income.

A vegetable vendor
records X500 earned
daily from market
sales in the income
column.

Recording Daily
Expenses

All daily
expenditures—both
essential and non-

essential—are listed.

The executive encourages
clients to note small
expenses like snacks, travel,
or utilities to identify
spending leaks.

A dairy farmer notes
%100 spent on cattle
feed and X20 on tea.

Weekly Review

Participants

total income and
expenses weekly
to track spending
patterns.

The executive helps them
compare totals to identify
savings opportunities and
unnecessary spending.

A shop owner finds
that X300 per week
is spent on non-
essentials, which
could be saved.

Monthly
Summary

A monthly total of
income, expenses,
and remaining

balance is calculated.

The executive guides
participants in checking if
expenses exceed income
and adjusting their plans.

For a month, total
income X10,000,
expenses X9,000 -
savings X1,000.

Planning Ahead

Participants set
realistic goals for
reducing expenses
and increasing
savings.

The executive encourages
them to fix a monthly saving
target and plan accordingly.

A family decides to
save X500 monthly
for emergencies
using the extra
income identified in
the ledger.

Table 4.3.3: Monthly budgeting exercise using a household ledger
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_4.3.4 Categorising Spending between Essential versus
Non-Essential

Categorising spending into essential and non-essential helps individuals understand where their money
goes and how to control it effectively. In microfinance, this classification supports clients in maintaining
savings, managing cash flow, and ensuring timely loan repayments. Proper categorisation builds
financial discipline and encourages responsible borrowing behaviour:

Aspect Essential Spending Non-Essential Spending
Descriotion Spending that covers basic needs and | Spending on comfort, leisure, or luxury,
P mandatory financial duties which can be reduced or avoided

Food Groceries, daily meals, and basic Eating out, fast food, or luxury food
nutrition items
Hotel stays, guest houses, or luxur
Shelter/Rent Regular rent for home or workplace ¥> 8 y
rentals
Utilities Payments for electricity, water, gas, Entertainment apps, gaming
and communication services subscriptions, or decorative items
Education School fees, stationery, and essential Coaching for hobbies or non-vocational
study materials interests
Doctor consultations, medicines, and .
Healthcare . Beauty treatments or spa visits
health insurance
Loan Monthly EMI payments for productive | Payments for loans taken for luxury
Commitments | or necessary loans purposes
Formula Essential Spending Ratio = (Essential Non-Essential Spending Ratio = (Non-
Spending + Total Income) x 100 Essential Spending + Total Income) x 100
Exambple Paying for school fees, rent, and Buying festival clothes or electronic
P household groceries gadgets on impulse

Table 4.3.4: Categorising spending between essential versus non-essential

— 4.3.5 Creating Visual Financial Aids

Creating visual financial aids is important because it helps people easily understand financial concepts
like budgeting, saving, and loan management. Visuals simplify complex information, making learning
more effective—especially for individuals with limited literacy. They also support microfinance workers
in explaining key ideas clearly during client training sessions. Visual materials from government-led
financial literacy programs such as pictorial posters on Jan Dhan Yojana or Digital Payments Awareness
campaigns, Charts used in Self Help Group (SHG) meetings to track savings and loan repayments,
Illustrated guides showing how to open an account or use mobile banking under public financial
inclusion drives, and many more.

The following are the types of visual financial aids:

e Developing Simple Training Materials

Training materials are tools used to teach clients financial skills and awareness in a simple way. The
main types of training materials used in microfinance include:
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o Posters and Charts
Used to explain loan procedures, repayment cycles, or saving habits through pictures.

Displays Sample template Images

Enter Title Here

Place Picture Here

Posters

Place Picture Here

NN
Charts B I I

Table 4.3.5: Displays

o Flipbooks and Story Cards
Used during group meetings to share success stories and lessons about money management.

Booklets types Sample template images

Flipbooks
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Booklets types Sample template images
. T .
| -

|
Story Cards r -

|
~—

Table 4.3.6: Booklets

o Audio-Visual Tools
Short videos or recorded messages that explain topics like group savings or digital payments.

Booklets types Sample template images

Training videos

Interactive
sessions
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Booklets types Sample template images

Audio messages

0060000000

Mobile learning
apps

Short animations

Table 4.3.7: Audio-Visual Tools Types

o Guides and Handouts
Printed guides explaining financial terms, budgeting, or credit responsibilities.

e Creating Visual Financial Aids
A visual aid is a picture, chart, or diagram that represents financial information in an easy-to-
understand form. In microfinance, visuals are used to explain how money flows, how savings grow,
or how interest is calculated. Common types include:
o Budget Charts
Simple visuals showing monthly income, expenses, and savings goals.
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o Savings Progress Boards

Group tools showing members’ savings growth over time.

o Loan Repayment Calendars

Visual reminders of payment due dates and amounts.

o Pictorial Posters

Used in financial literacy campaigns to explain formal banking, savings groups, and responsible

borrowing.

Assisting Clients with Financial Goals

— 4.3.6 Assisting Clients with Money Management

Assisting clients with money management means helping them plan how to use their income wisely,
save regularly, and meet financial goals. In microfinance, executives play an important role in guiding
clients to build financial discipline and make smart spending decisions. These activities improve clients’
ability to handle income, savings, and loan repayments efficiently. The following are the types of money
management that a microfinance executive must know to educate their clients:

This involves collaborating with clients to clearly define specific, measurable, achievable, relevant,
and time-bound (SMART) objectives, such as retirement planning, debt reduction, or purchasing a
home, and developing actionable strategies to reach them. The following are the stages:

Activity

Identifying
Financial
Priorities

Description

The executive helps clients
list their main financial
needs and dreams, such as
education, home repairs, or
small business setup.

Executive’s
Educational Use

Guides clients to
separate urgent
expenses from long-
term goals.

Examples

Clients decide to

first clear existing
debt, then save for
children’s school fees.

Setting SMART
Goals

The executive explains
how to set goals that are
Specific, Measurable,
Achievable, Relevant, and
Time-bound.

Helps clients plan
step-by-step progress
toward savings or
investment targets.

A member plans to
save X500 weekly for
six months to buy a
sewing machine.

Budgeting for
Goals

Clients are taught to divide
their income into categories
like savings, expenses, and

Encourages realistic
financial planning
that fits within

During a financial
literacy camp, clients
prepare a monthly

and Motivation

goals, challenges, and
successes with peers.

emergencies. available income. budget sheet.

Reinforces

Trackin The executive introduces accountability and SHG members mark

Pro resgs simple tracking tools like helps measure savings milestones on

& goal charts or savings cards. | achievements over a goal tracker board.
time.
. . Builds communit Group members
. Members discuss their ¥ P .
Group Sharing support and share how saving for

encourages healthy
competition.

livestock improved
their income.

Table 4.3.8: Activities for assisting clients with financial goals
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¢ Encouraging Regular Saving Habits

Executive’s

This means helping clients establish consistent routines, often through automated transfers and
prioritising "paying yourself first," to habitually set aside a portion of income regardless of the
amount, thereby building financial security over time. The following are the stages:

Activit Description . Examples
¥ P Educational Use P
. The executive encourages . . .
Promoting . & Builds the habit of Members deposit X50
. clients to save small . . . .
Daily or . consistent saving and | each week into their
. amounts regularly instead S .
Weekly Saving . discipline. SHG savings fund.
of waiting for large sums.
Using a visual chart,
. . Helps them .
Demonstrating | Clients are shown how the trainer shows
. understand the long-
Compound small savings can grow over how X100 monthly
. ) term value of regular oy
Growth time through interest. savin grows with interest
& after one year.
. . . A household marks
Creating The executive provides Strengthens memory | . . ”
. . . . Savings Day” every
Savings calendars or visual and routine saving . .
. . . . Friday on their wall
Reminders reminders for saving days. practices.
calendar.
SHG gives a
Rewarding Recognition or small Motivates others certificate to
Consistent rewards are given to clients | to follow the same members maintaining
Savers with regular saving records. | discipline. 12 months of
continuous savings.
. . Participants
L . Clients learn how savings ) .
Linking Savings Helps them connect realise saving for
support future needs . . .
to Future . . saving habits to long- | emergencies reduces
., like emergencies or 1
Benefits . term stability. dependence on
investments. loans

Table 4.3.9: Activities for encouraging regular saving habits

— 4.3.7 Using Educational Financial Materials

Educational financial materials help participants learn how to manage money wisely. They provide
practical tools for budgeting, saving, and tracking expenses in everyday life. For a Microfinance
Executive, these resources are essential for building trust and ensuring that borrowers can successfully
repay their loans while improving their livelihoods. By simplifying complex financial terms into relatable
local languages and visuals, these materials empower community members to take control of their
economic futures through the following stages:

¢ Distributing Financial Learning Materials

The microfinance executive distributes booklets, budgeting templates, and savings trackers during
client meetings or group sessions. For example, materials from the National Centre for Financial
Education (NCFE) are often used to teach rural borrowers about managing income and expenses.
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Explaining Booklets and Guides

The executive explains how to use the information in financial booklets in simple language. For
instance, booklets developed under Financial Literacy Centres explain how to open accounts, repay
loans on time, and use digital payments safely.

Using Budgeting Templates Effectively

Clients are shown how to record income, expenses, and savings in budgeting templates. The
executive may demonstrate this through examples from Self Help Group—Bank Linkage programmes,
showing families how to plan for school fees, farming costs, or emergencies.

Applying Savings Trackers Regularly

The executive trains clients to use savings trackers to build consistent saving habits. For example,
women entrepreneurs under Deendayal Antyodaya Yojana track weekly savings to plan for small
business investments.

Monitoring Understanding and Progress

The microfinance executive reviews the completed materials to ensure clients understand how
to use them correctly. During field visits, the executive checks entries in trackers and templates,
guiding clients on improving their budgeting and saving practices.

As a Microfinance Executive, one’s role involves not just lending, but also educating. The following table
highlights the key materials used to improve the financial literacy of clients:

Passbook Guides:

These guides explain how to read loan and savings entries correctly. They ensure transparency and
help clients track their repayment progress with confidence.
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Fig. 4.3.2: Passbook guide templates

e Cash Flow Posters:

These posters visualise the timing of seasonal income versus regular daily expenses. They are vital
for helping rural or small-scale entrepreneurs plan for "lean" months when business might be slow.

Cash Flow Journal

Cash
Date Description INCOME EXPENSES Balance

Cash, Beginning Balance
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Total

Fig. 4.3.3: Cash flow journal template

Debt Management Cards:

These cards illustrate the difference between productive loans and high-interest informal debt.
They encourage responsible borrowing habits and prevent clients from becoming over-indebted.

Lirli nunt&cmumﬂﬂ&lt dl&:un!n'l aue MJE( repayment date of this p-uluan.ﬁlhl repayment dayicard nurrbulﬂu\lh

1

9

serial number

Fig. 4.3.4: Debt Management Card Sample Template
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— Summary £

Clients must master income management, budgeting, saving, and debt discipline for informed
decisions.

Responsible borrowing requires timely loan repayment, good credit discipline, and avoiding
excessive debt.

Teaching clients to separate essential from non-essential spending helps them prioritise wisely.

Case studies analysing interest rates, loan tenures, and installments improve financial planning
skills.

Financial stability is promoted by building emergency funds, setting goal-based savings, and using
deposit schemes.

Understanding financial misconceptions, credit scores, obligations, and loan terms prevents
common mistakes.

Clients should develop realistic financial goals and action plans based on their income and business
potential.

Using simple language and relevant cultural examples clarifies savings, budgeting, and loan
concepts.

Visual tools like charts, infographics, and interactive methods make financial concepts easier to
grasp.

Practical learning is achieved through hands-on exercises, such as household ledger budgeting and
savings challenges.

Follow-up sessions are essential for assessing client comprehension and providing continued
financial guidance.

Utilising educational materials and partnering with SHGs or MFIs helps reach a wider audience
through workshops.
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— Exercise :4
Multiple-choice Questions
1. Which of the following is a key financial concept?
a. Social media marketing b. Income management and budgeting
c. Traveling frequently d. Watching TV

Responsible borrowing mainly involves:
a. Ignoring repayments b. Timely repayments and credit discipline

c. Borrowing from multiple sources simultaneously d. Spending on luxury items

Differentiating between essential and non-essential expenses helps clients to:
a. Make informed financial decisions b. Avoid all spending

c. Focus only on income d. Borrow more

Which of the following promotes financial stability?
a. Emergency funds and goal-based savings b. High-interest loans

¢. Impulse purchases d. Ignoring budgeting

A good way to teach financial concepts effectively is:
a. Using charts, infographics, and storytelling b. Giving only lectures without examples

c. Sending pamphlets without explanation d. Discussing only personal experiences

Answer the following:
1.

Explain the key financial concepts like income management, budgeting, saving, debt repayment,
and credit discipline in simple terms.

Describe the importance of responsible borrowing and how timely repayments help maintain
financial stability.

Discuss how distinguishing between essential and non-essential expenses can help clients make
better financial choices.

Explain the benefits of emergency funds and goal-based savings in promoting financial security.

Describe how visual aids like charts and infographics, along with interactive methods, can improve
client understanding of financial concepts.
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— Notes
Scan the QR codes or click on the link to watch the related videos
https://youtu.be/JDF6iawlZcs https://youtu.be/JQ-K8R_lgac
Fundamental Financial Concepts Financial literacy for customers
o

=
[=]:
https://youtu.be/GGlws2-KN8o

Different Savings Options in Microfinance



https://youtu.be/JDF6iawJZcs
https://youtu.be/JQ-K8R_Igac
https://youtu.be/GGlws2-KN8o

5. Perform
Administrative and
Compliance Tasks

Unit 5.1 - Client Loan Records Management and Documentation
Unit 5.2 - Reporting and Regulatory Compliance

Unit 5.3 - Practical Loan Processing and Client Interaction

BSC/N2410
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1.

— Key Learning Outcomes

10.
11.
12.
13.
14.
15.
16.

17.

By the end of this module, the participants will be able to:

Elaborate on recording and updating client details, loan application statuses, and repayment
schedules using digital or physical records.

Explain the process of cross-checking and reconciling loan records with institutional databases
to identify and correct discrepancies.

Describe the importance of maintaining accurate loan records, client details, and repayment
schedules according to MFI policies.

Illustrate procedures for documenting loan disbursements, repayments, defaults, and
restructuring cases in compliance with regulatory standards.

Highlight key data protection policies and confidentiality measures required for securely storing
client documents.

Explain the role of loan tracking in monitoring borrower performance, overdue payments, and
repayment trends for data-driven decision-making.

Elaborate on the process of generating periodic reports on loan performance, outstanding
debts, and portfolio health for internal and regulatory reviews.

Describe microfinance regulations, RBI directives, and industry guidelines to ensure compliance
with lending norms and fair practice codes.

Evaluate the impact of new policies and guidelines on loan processing, client interactions, and
repayment procedures.

Elaborate on the effectiveness of current microfinance policies in promoting financial inclusion
and responsible lending practices.

Highlight ethical and legal standards in microfinance operations and their impact on borrowers
and institutions.

Illustrate the preparation of sample financial reports on loan performance, repayment efficiency,
and outstanding debts using provided datasets.

Explain how to prepare and present loan repayment summaries by analysing given borrower
records.

Illustrate the simulation of the loan documentation process, including preparing records for
loan disbursement, repayment tracking, and customer interactions.

Elaborate on conducting mock sessions to explain microfinance policies and borrower rights to
peers for informed decision-making.

Evaluate case studies on loan defaults and suggest corrective actions to improve loan recovery
rates.

Describe collaboration in teams to validate borrower records and assess data accuracy through
group verification exercises.

124
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UNIT 5.1: Client Loan Records Management and
Documentation

Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Elaborate on maintaining and updating client details, loan application statuses, and repayment
schedules using digital or physical records.

2. Explain how to cross-check and reconcile loan records with institutional databases to identify and
correct discrepancies.

3. Describe theimportance of accurate loan records, client details, and repayment schedules according
to MFI policies.

4. |lllustrate the procedures for documenting loan disbursements, repayments, defaults, and
restructuring cases in compliance with regulatory standards.

5. Highlight key data protection policies and confidentiality measures for securely storing client
documents.

6. Explain the role of loan tracking in monitoring borrower performance, overdue payments, and
repayment trends for informed decision-making.

5.1.1 Maintaining Client Records Effectively

Maintaining accurate client records is a key responsibility of a Microfinance Executive. Proper
documentation ensures transparency, builds trust, and helps track each client’s financial journey—from
loan approval to repayment. It also supports compliance with microfinance institution (MFI) policies
and regulatory guidelines. The following stages explain how to maintain client records effectively:

e Recording and Updating Client Details

The microfinance executive collects and regularly updates client information such as name, address,
occupation, family income, and identification documents. For example, under Financial Inclusion
and Livelihood Promotion Programmes, clients’ KYC details are recorded and updated during every
loan cycle to ensure accuracy and authenticity.

¢ Maintaining Accurate Loan Records

Loan records include loan amount, interest rate, disbursement date, repayment schedule, and
outstanding balance. The executive ensures all details are entered in both digital and physical
formats as per MFI policy. For instance, loan tracking formats used in Micro Units Development and
Refinance Agency (MUDRA) help verify repayments and identify clients who may need financial
counselling.

¢ Documenting All Client Interactions

Every visit, phone call, or meeting with a client must be documented to maintain transparency. The
executive records discussions about repayment, financial advice, or grievances in client logbooks
or digital systems. In Self Help Group monitoring systems, such documentation helps identify
repayment trends and tailor support for clients facing difficulties.

As a Microfinance Executive, maintaining detailed and accurate records is not only a procedural task but
also a trust-building measure. It ensures smooth loan management, strengthens client relationships,
and supports institutional accountability. The following tools help in effective record management:
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¢ Client Information Sheets:
Capture personal and financial details to maintain an up-to-date client database.

CLENT HAME ADMINISTRATOR

CLENT L.D. NUMBER DATE

_CLENT INFORMATION
NAME

CELL PHONE HOME ADDRESS

ALT. PHONE

EMAIL

50OCIAL
SECURITY WORK ADDRESS

DATE OF BIRTH

PAYMENT INFORMATION

- PAYMENT TO PAYMENT DATE
. RECEIPT NUMBER AMOUNT PAID
- PAYMENT
. METHOD
| RECEIVED FROM RECEIVED BY
ACCOUNT INFO PAYMENT PERIOD

ACCTBALANCE = THIS PAYMENT BALANCE DUE FROM

THROUGH

NOTES

Fig. 5.1.1: Client detail form template

¢ Loan Register Books:
Record disbursed loans, repayment schedules, and outstanding balances for accurate tracking.




Microfinance Executive

Fig. 5.1.2: Loan register sample page

Client Interaction Logs:
Track all communications and field visits, helping executives assess client engagement and issues.

Call Tirme

Fig. 5.1.3: Client interaction record format

Repayment Tracker Sheets:
Summarise installment payments, delays, and follow-up actions for monitoring client performance.
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Fig. 5.1.4: Repayment tracker format

Digital Record Management Systems:

Securely store client data, generate reports, and reduce manual errors while ensuring confidentiality.

m-n-;- Dashboard

Fig. 5.1.5: Sample dashboard for MFI record system

— 5.1.2 Cross-Checking Loan Records Accurately

Loan records in microfinance serve as a systematic ledger that tracks the complete lifecycle of a loan,
from the initial disbursement to the final repayment, ensuring transparency for both the lender and
the borrower. A loan record is composed of specific data points that document the financial agreement
and the borrower’s adherence to the repayment schedule. The following are the parts of a loan record:

Principal Amount

Part Definition Example

The original sum of money A shopkeeper borrowing 50,000 to stock
lent to the borrower. inventory for the festive season.

Interest Component

The additional cost charged | An extra X500 added to the monthly
for borrowing the money. installment as the service cost of the loan.

Repayment Schedule | agreed upon for paying back | every Tuesday during the weekly group

The timeline and frequency | A dairy farmer paying back a fixed amount

the loan. meeting.
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Part Definition Example
The remaining amount of After six months of payments, a tailor still
Outstanding Balance | the principal that is yet to be | owes 15,000 of their original 30,000

paid. loan.

A one percent deduction (X200) from a
20,000 loan to cover paper and digital
work.

A one-time administrative

Processing Fee
J charge deducted at the start.

A small fine of 50 charged when a
borrower fails to attend the centre
meeting with their installment.

An additional charge applied

Penalty/Late Fee if a payment is missed.

Table 5.1.1: Components of a Loan Record

The following are the types of loan records:

Record Type Description Practical Use
Individual Loan A detailed document tracking Used to review a specific client's repayment
Ledger the history of a single borrower. | behaviour before approving a top-up loan.
A ledger monitoring collective Used during community meetings to ensure
Group Loan - .
Register repayment and savings of an the whole group is accountable for each
& SHG or JLG. member's dues.
Daily or weekly logs used to Used by field officers as a primary receipt to
Collection Sheet | record cash collected in the reconcile cash with the branch office at the
field. end of the day.

Table 5.1.2: Essential Microfinance Record Keeping Types

For a Microfinance Executive, cross-checking loan records ensures accuracy, transparency, and
compliance with institutional and regulatory standards. It helps prevent errors in recording loan
disbursements, repayments, defaults, and restructuring cases. Regular verification builds trust between
clients and the institution and ensures that reports submitted to management and regulators are
reliable. The following are the methods of cross-checking loan records:

Loan Record Part Definition Checked During Stage Example

The original sum | Loan Disbursement Stage — The
of money lent to | executive verifies the sanctioned
Principal Amount | the borrower at | amount and ensures it matches
the start of the the approved loan application

A shopkeeper
borrowing X50,000 to
stock inventory for the
festive season.

loan. before disbursement.

A one-time .

administrative Loan Disbursement Stage — The A one percent

charee executive checks that the correct | deduction (X200) from
Processing Fee & processing fee (as per MFI policy) | a 220,000 loan to

deducted at the | . .

time of loan is deducted and recorded in both | cover paperwork and

physical and digital systems. system entry.

disbursement.
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Loan Record Part

Definition

The additional
cost charged to

Checked During Stage

Repayment Calculation Stage —
The executive confirms that the

Example

An extra X500 added
to the monthly

Interest . .
Component the borrower for | interest charged matches the installment as the
P using the loaned | agreed rate and is reflected in service cost of the
funds. the installment breakdown. loan.
The agreed . . . .
. .g Loan Orientation & Recovery A dairy farmer paying
timeline and I .
Monitoring Stage — The schedule | back a fixed amount
Repayment frequency . ) .
. is shared and reviewed weekly every Tuesday during
Schedule for repaying . .
the loan during centre meetings to ensure | the weekly group
. clients follow it. meeting.
installments.

Outstanding
Balance

The remaining
portion of the
principal amount
still unpaid by
the borrower.

Weekly Recovery Stage — The
executive reviews the updated
outstanding balance in the
passbook and system after each
collection.

After six months of

payments, a tailor still
owes 15,000 of their
original 30,000 loan.

Penalty/Late Fee

An additional
charge imposed
for delayed

or missed
payments.

Default or Delay Monitoring
Stage — The executive applies

or reviews penalties for late
payments and records the reason
in the client ledger.

A small fine of X50
charged when a
borrower fails to
attend the centre
meeting with their
installment.

Table 5.1.3: Stages of cross-checking loan records

— 5.1.3 Importance of Accurate Loan Records

Accurate loan records are essential for ensuring financial transparency, operational efficiency, and trust
between clients and the microfinance institution. They help in tracking disbursements, repayments,
and defaults while maintaining compliance with regulatory and institutional policies. The following are
the importances of accurate loan records:

e Updating Loan Portfolios Regularly

Aloan portfoliois the total collection of all loans issued by a microfinance institution to its borrowers.
It includes details such as loan amounts, repayment status, interest rates, and borrower profiles.

Stage Description Procedure Application
N . Out of 50 total
. . The microfinance executive .
List all clients borrowers, 40 still
. collects data from ledgers .
Identifying who currently have active loans

or digital systems to identify
loans that are still active and
not yet fully repaid.

under the local
Self Help Group
programme.

Active Loans have ongoing

loans.
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Stage

Calculating Total
Loan Disbursed

Description

Add up the
total amount
of money lent
to all active
borrowers.

Procedure

The executive sums the
principal amounts of all
loans to determine the total
portfolio size.

Application

40 borrowers
received loans
totalling X8 00,000
under a livelihood
support scheme.

Note how much

Weekly or monthly

By mid-year, X5

Recording Total of the loan . 20,000 has been
repayments are updated using .
Repayments amount has . . repaid through
. . passbooks, receipts, or digital
Received been repaid so ADDS weekly centre
far. Pps. meetings.
Computin Determine the Subtract the total repaid from | %8, 00,000 - X5,
P .g total amount the total disbursed to calculate | 20,000 = %2, 80,000
Outstanding - . . .
of principal still the current outstanding remains due from
Balance . .
unpaid. portfolio. borrowers.
. Two borrowers
Identify Overdue accounts are .
. . . missed payments
Assessing loans where reviewed, and their total totalling 210,000
Portfolio at Risk | repayments is compared with the g -UNHY,

(PAR)

are delayed or
missed.

outstanding balance to
measure repayment risk.

so PAR =X10,000 +
X2, 80,000 x 100 =
3.57%.

Reviewing and
Reporting Data

Summarise
portfolio
performance for
management
and audits.

The executive prepares a
monthly report showing
disbursements, repayments,
defaults, and overall
repayment trends.

The branch report
for December shows
2.8 lakh outstanding
with a 3.57% risk
rate.

Table 5.1.4: Stages of Loan Portfolio Calculation

Regularly updating the loan portfolio ensures that every client’s repayment progress and loan
balance are current in both physical and digital systems. The microfinance executive reviews new
disbursements, closed loans, and overdue accounts to keep the data accurate.

For instance, under Self Help Group—Bank Linkage programmes, portfolios are updated weekly to
track repayment trends and manage risk effectively.
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Quarterly Project Progress Portfolio Financing
@1 = 2000 G2 = 2000 3 = 2000 G = 200K
I Smiect & e
= Peiel =
[propcts ] Project 3 3490
I - sses
N oo $1.62m
Risk Report Resource Overview

Resources Alocated

Resources Used

Utilzation Rate

Low Mediom High  Exfrema

Fig. 5.1.6: Sample project portfolio management dashboard

A project portfolio score is a single performance indicator that reflects the overall health of all active
loans in a project, combining repayment rates, risk levels, and recovery efficiency, and is updated
in the portfolio log during each review cycle. While updating the portfolio log, the following are the

stages of scoring the same:

Stage

Description

Gather complete

Procedure and Formula

Collect information on loan
amounts, repayments,

Application

The branch compiles

active clients.

Data Collection loan data details of 100
. overdue accounts, and .
Stage for all active . borrowers with total
restructuring cases from both
borrowers. . loans worth X12 lakh.
digital and manual records.
80 borrowers pay
Assign scores (e.g., 10 for on time (10 points),
Evaluate how on-time, 7 for one missed 15 delayed once (7
Repayment .
regularly payment, 5 for repeated points), 5 delayed
Performance .
. borrowers make | delays). Calculate the average | often (5 points).
Scoring Stage
repayments. repayment score across all Average = (80x10 +

15x7 + 5x5) + 100 =
9.05.

If 60,000 is overdue

Calculation Stage

repayments are
being collected.

Amount Due) x 100

Portfolio at Calculate how Formula: PAR (%) = (Total
Risk (PAR) much of the Overdue Amount + Total out of ?1?, 00,000
. . outstanding, then

Assessment portfolio is Outstanding Loan Amount) x .
Stage overdue 100 PAR = (60,000 + 12,

& : 00,000) x 100 = 5%.

Measure how %9, 00,000 repaid out

Recovery offectivel Formula: Recovery Rate (%) = of X9, 50,000 due =
Efficiency y (Total Amount Repaid + Total Recovery Rate = (9,

00,000 + 9, 50,000) x
100 = 94.7%.

o
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Stage Description Procedure and Formula Application

Combine
repayment

Portfolio Quality gerfo;r?dance, Use a weighted formula such

Scoring Stage as:
g >tag recovery rate to

assign a portfolio
score.

Portfolio Score = (Repayment Score x 0.4) + (Recovery Rate x 0.4) + ((100 — PAR) x 0.2)
Portfolio Score = (9.05x0.4) + (94.7x0.4) + ((100-5) x0.2) = 3.62 + 37.88 + 19 = 60.5 (out of 100).

Portfolio Score Range:

e 81-100 - Excellent Portfolio

The loan portfolio is very healthy. Most borrowers are paying on time, risk levels are low, and
recovery rates are high. Continue regular monitoring and reward high-performing clients or
groups.

60 — 80- Satisfactory Portfolio

The portfolio is stable but shows some delayed repayments or small risks. The institution is
performing well but needs closer tracking of certain borrowers. Strengthen follow-up with
delayed clients and provide financial counselling where needed.

40 - 59 - Moderate Risk Portfolio

Several clients are facing repayment issues, and overdue amounts are increasing. Risk to
capital recovery is moderate. Conduct field visits, review repayment terms, and offer
restructuring support to genuine cases.

Below 40 - High-Risk Portfolio

The portfolio is weak with frequent defaults, poor recovery rates, and high overdue amounts.
Urgent corrective actions are required. Initiate recovery drives, recheck borrower eligibility,
and revise collection strategies.

Table 5.1.5: Portfolio Score Interpretation Table

¢ Maintaining Logs of Loan Modifications

Loan modification logs record any approved changes in repayment schedules, loan terms, or
restructuring actions. The microfinance executive documents the reason for modification, date of
approval, and authorised personnel’s signature. This recordkeeping helps avoid confusion and ensures
that changes are traceable and compliant with Microfinance Institutions (Regulation) Guidelines.
For example, if a borrower requests an extended repayment period due to a failed crop season, the
modification is logged with supporting documents and approval notes. Maintaining such logs builds
transparency, supports audits, and strengthens accountability within the microfinance institution.
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DATE ITEM LEMNT TO DATE
RETURMED

Fig. 5.1.7: Loan modification log sample template

— 5.1.4 Documenting Loan Disbursements Procedures

A loan report is a formal document that summarises the performance, repayment status, and overall
health of a lending portfolio over a specific period. It allows microfinance executives to identify trends,
track employee productivity, and pinpoint high-risk accounts that require immediate collection efforts.
The following are the types of loan reports that are used in disbursement procedures:

Report Type Purpose Key Information Application
. Total cash released | A manager uses this to see if the
Disbursement | Tracks new loans
. . and number of branch met the monthly goal of
Report issued to clients. .
new borrowers. helping 50 new women entrepreneurs.
. Installments ) ) .
. Monitors actual A field officer checks this at 4:00 PM
Collection collected versus
cash recovered to ensure all cash collected from the
Report . total dues for the . .
against targets. day village matches the digital entry.
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Report Type

Portfolio at
Risk (PAR)

Purpose

Measures the
overall health of
the loan book.

Key Information

Percentage of the
total balance that
is overdue.

The head office reviews this to decide
if a specific region is too risky for
further lending due to high defaults.

Application

Arrears Report

Identifies specific
defaulting
borrowers.

List of overdue
names and the
number of days

late. delay.

An executive uses this list to visit
a tailor who missed their last two
weekly payments to understand the

Productivity
Report

Evaluates the
performance of
field staff.

Number of active
clients managed
per executive.

A supervisor uses this to see if a field
officer is overworked and needs an
assistant to handle their 400 clients.

Table 5.1.6: Microfinance Loan Reports and Applications

Documenting loan disbursement procedures ensures transparency, accountability, and proper
recordkeeping within a microfinance institution (MFI). It helps track how funds move from approval to
the borrower’s hands while complying with institutional and regulatory standards. For a Microfinance
Executive, maintaining these records accurately supports audits, performance reviews, and borrower
confidence. The following are the stages of documenting loan disbursement procedures:

Stage

Recording Loan
Disbursement
Details

Description

Each loan
disbursement
must be properly
recorded

to ensure
transparency and
accountability.

Procedure

The microfinance executive
documents the borrower’s
name, loan ID, disbursement
amount, date, and mode of
payment. Client signatures
and receipts are collected as
proof of fund receipt.

Application

During group lending
sessions under livelihood
programmes, loan details
are entered in both the
client’s passbook and the
MFI’s digital system for
verification.

Executives maintain sanction

When loans are issued

and microfinance
regulations.

Supportin ..
PP g letters, approval notes, through a branch, digital
s records ensure - . . .
Maintaining verification checklists, and copies of sanction
. that every .
Supporting . bank transfer proofs. Copies letters and KYC forms
disbursement
Documents . of KYC documents and loan are uploaded to the
is traceable and . ,
. agreements are stored in MFI’s database for
verifiable. > . . .
client files for audits. recordkeeping.
Loan The executive checks approval | A field executive confirms
. disbursements hierarchies, verifies limits on that all approvals
Ensuring .
Compliance must follow loan amounts, and ensures are signed off before
. P . . institutional rules | all required verifications and disbursing a 25,000 loan
with Policies

co-signatures are completed
before fund release.

to a women’s self-help
group.
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Stage Description Procedure Application

Executives compile weekly

i A hi
Regular reporting | or monthly data on monthly report under

Financial Inclusion

Generating ensures disbursements, repayments,
.. . . . Programmes shows X12
Periodic Loan tracking of loan and pending loans using .
. ) . lakh disbursed to 150
Reports performance and | digital tools and field registers. borrowers. X8 lakh repaid
fund utilisation. Reports are submitted to ! pald,

. and %4 lakh outstanding.
branch managers for review.

Table 5.1.7: Loan Disbursement Documentation Process

— 5.1.5 Data Protection and Confidentiality Measures

In microfinance operations, protecting client data is vital for maintaining trust, ensuring compliance, and
preventing misuse of personal and financial information. A Microfinance Executive must follow strict
data protection and confidentiality measures when handling client records, both in physical and digital
formats. These practices align with institutional data policies and national data protection guidelines
to ensure privacy and accountability. The following are the key data protection and confidentiality
parameters that a microfinance executive must be well aware of:

Stage Law / Policy Description Application

This law mandates organisations

. . A microfinance branch
to implement reasonable security

stores all client KYC

Storing Information practices and procedures while .
. . . documents in password-
Client Technology handling sensitive personal data.
S protected systems and uses
Documents (IT) Act, 2000 — | It requires institutions to protect
. L . encrypted cloud storage
Securely Section 43A digital and physical records from .
. to prevent unauthorised
unauthorised access, damage, or
. access to personal data.
misuse.

During loan application,

This Act governs the pr in icrofi
s Act governs the processing, the microfinance

storage, and protection of

Storing Digital Personal executive seeks consent
. . personal data. It ensures that . . ,
Client Data Protection individuals’ consent is taken before uploading clients
Documents Act (DPDPA), . . Aadhaar details to the
before collecting or sharing
Securely 2023 . . loan management system,
personal information and . . .
mandates data minimisation ensuring compliance with
) DPDPA guidelines.
. . . . ) A microfinance executive
. This policy requires microfinance .
s RBI Fair L ensures that client
Maintaining institutions to protect borrower

Confide- Practices Code information and use it only for

ntiality of for Lenders authorised purposes. It prohibits
. (FPC), 2003 . . . )
Client Data sharing client data with third
(updated 2022) . . .
parties without prior consent.

repayment details are not
shared with local traders
or community members
without written permission
from the client.
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Stage Law / Policy Description Application
Issued under RBI’s regulatory . .
. ) i During group meetings,
L. Microfinance framework, these guidelines . .
Maintaining - . S the executive uses client
. Institutions direct MFIs to maintain .
Confide- . . . . . . IDs instead of names when
- (Regulation) confidentiality of client financial . .
ntiality of o . discussing loan repayment
. Guidelines, data and ensure data privacy
Client Data L . updates to safeguard
2022 during field operations and .
; borrower privacy.
reporting.
Microfinance staff are
Recognised as a fundamental trained not to discuss
Maintaining | Right to Privacy | right under Article 21 of the borrowers’ loan details
Confiden- (Supreme Court | Constitution, this judgment publicly or share
tiality of Judgement, ensures that personal financial repayment history without
Client Data 2017) data of clients cannot be shared the borrower’s consent,
without explicit consent. upholding their privacy
rights.

Table 5.1.8: Data Protection and Confidentiality Measures

— 5.1.6 Role of Loan Tracking

Loan tracking plays a vital role in ensuring transparency, accountability, and efficiency in microfinance
operations. It helps the microfinance executive monitor borrower performance, identify overdue
payments, and analyse repayment trends for better decision-making. Proper loan tracking ensures that
all loan activities comply with institutional policies and regulatory standards. By using digital tools and
systematic tracking methods, microfinance institutions can maintain financial discipline, reduce default
risks, and make data-driven lending decisions. The following are the key loan tracking and compliance
parameters that a microfinance executive must be aware of:

Stage Policy / Guideline Description Application
These guidelines require MFls The executive uses a digital
L Microfinance to track loan performance loan tracking app to review
Monitoring L ..
Borrower Institutions through digital or manual repayment records and
(Regulation) systems to assess repayment identify clients maintaining
Performance D S e .
Guidelines, 2022 | discipline, loan utilisation, and consistent payment
credit history. behaviour.
This code mandates transparent | When a borrower misses
. . tracking and communication an installment, the
. RBI Fair Practices .
Tracking of overdue loans. Borrowers executive sends an SMS
Code for Lenders . .
Overdue (FPC), 2003 must be informed promptly reminder and updates
Payments ! about missed installments the overdue record in the
(updated 2022) .
and encouraged to clear dues branch register for follow-
ethically. up.
Credit This Act allows MFIs to share Executives refer to credit
Analysing Information and access borrower credit bureau reports to evaluate
Repayment Companies data through credit bureaus to a borrower’s repayment
Trends (Regulation) Act, | assess repayment trends and pattern before issuing a
2005 prevent multiple borrowing. top-up loan.
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Stage Policy / Guideline Description Application
These directions require every The executive submits
Ensuring RBI Master MFI to maintain accurate loan monthly portfolio tracking
Compliance Directions on records, track repayment reports showing on-time
with MFI Microfinance, progress, and report data repayments, overdue
Policies 2022 regularly to ensure compliance | cases, and loans eligible for
and prevent over-indebtedness. | restructuring.
Flnanqal N The branch analyses
Inclusion Institutional frameworks .
. . quarterly loan tracking data
Supporting and Data promote data analysis to . . . .
. . . . . to identify clients needing
Data-Driven | Management identify repayment risks, design | .. . .
. . financial counselling and
Decisions Frameworks better loan products, and . . .
. . . adjust lending strategies
(Institutional improve credit assessment. .
. accordingly.
Policy)

Table 5.1.9: Loan Tracking and compliance measures




Microfinance Executive

UNIT 5.2: Reporting and Regulatory Compliance

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. Elaborate on generating periodic reports on loan performance, outstanding debts, and portfolio
health for internal and regulatory reviews.

2. Describe microfinance regulations, RBI directives, and industry guidelines to ensure compliance
with lending norms and fair practice codes.

3. Evaluate the impact of new policies and guidelines on loan processing, client interactions, and
repayment procedures.

4. Elaborate on assessing the effectiveness of current microfinance policies in promoting financial
inclusion and responsible lending practices.

5. Highlight ethical and legal standards in microfinance operations and their effects on borrowers and
institutions.

— 5.2.1 Generating Periodic Loan Reports

Generating periodic loan reports is a key responsibility of a microfinance executive. It ensures that all
loan activities — from disbursement to repayment and restructuring — are accurately documented and
reported as per institutional and regulatory standards. These reports help management assess financial
performance, monitor risk, and make data-driven decisions. By maintaining systematic documentation,
microfinance institutions can ensure compliance, transparency, and operational efficiency. The following
are the key reporting and compliance parameters that a microfinance executive must be aware of:

Policy / o L
o D)
Stage Guideline escription Application
o The microfinance executive
These directions mandate that .
. compiles weekly data on
MFIs collect and consolidate .
. . loan disbursements and
. RBI Master loan-related data — including .
Collecting and S . repayments, entering
o Directions on disbursements, repayments, -
Consolidating . ) . details like loan ID,
Microfinance, defaults, and restructuring cases
Loan Data . . . amount, and due dates
2022 — in a standardised digital format. | . .
. into the centralised
Data collection ensures proper .
monitoring and audit readiness Management Information
g ’ System (MIS).
Each borrower’s file
" The guidelines require contains disbursement
s Microfinance A .
Maintaining Institutions maintaining individual client vouchers, repayment
Detailed . records with full loan histories, receipts, and approval
. (Regulation)
Client Guidelines repayment schedules, and notes for rescheduled
Records 2022 ! restructuring details to ensure loans. Digital copies are
transparency and traceability. uploaded to the MFI’s
secure data system.
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Policy /
Guideline

Description

Application

Generating
Financial
Summary
Reports

RBI Fair
Practices Code
for Lenders
(FPC), 2003
(updated 2022)

This policy emphasises timely
preparation of accurate financial
summaries to report performance
indicators such as recovery rates,
outstanding balances, and default
trends.

Monthly financial reports
are generated at the
branch level showing

total loans disbursed,
repayments collected,
overdue accounts, and
restructuring actions, then
submitted to the regional
office for review.

Before final submission,
the executive cross-checks

and Defaults

(Institutional)

transparency and regulatory
compliance.

. Credit This Act ensures that all loan-
Ensuring Data . . all borrower records,
Information related data reported to credit
Accuracy . . repayments, and defaults
Companies bureaus or regulators is accurate . .
before . . against system entries
.. (Regulation) and updated, preventing . .
Submission . ) s to correct discrepancies
Act, 2005 misinformation and duplication. . .
before uploading to credit
bureau databases.
Loan disbursements,
. Institutional audit policies repayments, defaults,
Documenting | Internal . . S . .
. . . require executives to maintain and restructuring actions
Loan Disburs- | Financial . . .
. detailed documentation of all are documented in both
ements, Reporting and loan transactions to support hysical ledgers and digital
Repayments, | Audit Policy PP phy & &

systems, ensuring the MFI
is prepared for internal or
RBI audits.

Table 5.2.1: Loan Reporting and Compliance Measures

— 5.2.2 Microfinance Regulations and Guidelines

Understanding and following microfinance regulations is essential for maintaining ethical, transparent,
and compliant lending practices. A Microfinance Executive must regularly review government and
Reserve Bank of India (RBI) guidelines to ensure that all loan operations align with national financial
policies and fair practice codes. These regulations help protect clients, promote responsible lending,
and uphold the integrity of the microfinance sector. The following are the key regulatory and compliance
parameters that a microfinance executive must be aware of:

Policy /

Description Application

Guideline

The microfinance executive
reviews the RBI Master

These directions outline
eligibility criteria, lending limits,

Reviewin RBI Master . . . .
8 . ) interest rate caps, and borrower Directions to confirm that
Government Directions on . . . . .
. ) protection norms for microfinance | loan sizes and interest
and RBI Microfinance, L . .
A institutions. They ensure fair and rates offered to clients
Guidelines 2022

transparent lending practices
across all MFls.

do not exceed prescribed
limits.
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Policy / o S
o D)
Guideline escription Application
This code mandates transparent .
. . L . Before loan disbursement,
Ensuring RBI Fair communication with borrowers, . .
. . . the executive explains
Compliance Practices Code | proper disclosure of loan
. . . . repayment schedules,
with Fair for Lenders terms, and ethical collection total interest pavable. and
Practice (FPC), 2003 practices. It aims to protect . payable,
. . borrower rights as per the
Codes (updated 2022) | clients from overcharging and . .
. . Fair Practices Code.
miscommunication.
Sa-Dhan .
. The executive follows Sa-
Following and MFIN . L s
s These industry bodies issue codes | Dhan guidelines to educate
Industry (Microfinance . . . .
o of conduct promoting responsible | clients about responsible
and Self- Institutions . . . .
lending, client education, and borrowing and records
Regulatory Network) . . . . .
C grievance redressal mechanisms. client grievances in the
Guidelines Codes of branch complaint register.
Conduct P gister.
When a borrower reports
an issue with loan terms,
Adhering to This Act ensures fair treatment the executive resolves
Consumer .
Borrower Protection Act and safeguards borrowers from it promptly and records
Protection 5019 " | unfair or deceptive practices by the resolution in the
Norms financial service providers. complaint log to comply
with consumer protection
norms.
The branch prepares
s Microfinance These guidelines require MFls to quarterly compliance
Maintaining - . .
. Institutions document compliance checks, reports showing adherence
Compliance . . . .
Records for (Regulation) audit trails, and adherence to RBI and industry norms,
Audit Guidelines, reports to ensure regulatory which are reviewed during
2022 accountability. internal and external
audits.

Table 5.2.2: Microfinance regulatory compliance measures

— 5.2.3 Impact of New Policies

New government and RBI policies significantly influence how microfinance institutions operate —
from loan processing and client interactions to repayment procedures. A Microfinance Executive must
stay updated with policy changes to adapt lending practices, ensure compliance, and maintain client
trust. These policies aim to make microfinance more inclusive, transparent, and client-friendly while
promoting responsible lending. The following are the key policy impact areas that a microfinance
executive must understand and implement effectively:
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Policy /
Guideline

Description

Application

These directions simplify loan
approval and verification

The executive updates

(DPDPA), 2023

mobile collections.

RBI Master . . loan processing formats to
Loan o processes by setting uniform . . P

. Directions on . . align with RBI’s simplified

Processing . documentation and interest .
. Microfinance, documentation rules,
Adjustments rate norms. They ensure . .
2022 . reducing approval time
faster processing and reduce and improvine efficienc
administrative delays. P J y-
RBI Fair This code promotes transparent During group meetings, the
. . communication and ethical executive clearly explains
Client Practices Code . L .

. conduct during client interactions. | repayment terms and
Interaction for Lenders It prevents misrepresentation of service charges to clients
Standards (FPC), 2003 P P ) & ;

terms and promotes borrower in local language, ensuring
(updated 2022) .
awareness. full understanding.
Dicital This Act impacts repayment When collecting digital
Repayment g procedures by mandating the repayments, the executive
Personal Data . .
Procedure Protection Act secure handling of client data ensures the use of secure,
Reforms during digital payments and encrypted applications that

protect borrower data.

Interest Rate

RBI Circular on
Harmonisation

The policy allows MFIs to set
interest rates transparently

The executive updates loan

management.

and Risk Of. . based on a board-approved p!"c'"g sheets and interest
Microfinance . . disclosures to reflect new
Management methodology, improving . .
. . Regulatory - . policy-based calculations
Policies affordability and fairness for L
Framework, clients before issuing new loans.
2022 )
. This Act ensures that changes The executive reports all
. Credit . . .
Credit . in borrower loan limits and new disbursements and
. Information . .
Reporting and Combanies repayment behaviour are restructuring cases to
Loan Limit (Re Elation) accurately reported to credit credit bureaus monthly
Adjustments Actg2005 bureaus, supporting risk to maintain updated

borrower profiles.

Table 5.2.3: Impact of new microfinance policies

5.2.4 Assessing Microfinance Policy Effectiveness

Assessing the effectiveness of microfinance policies is essential to determine whether they truly
promote financial inclusion and responsible lending practices. A Microfinance Executive plays a key role
in evaluating how policies are applied on the ground — whether they reach underserved populations,
prevent over-indebtedness, and improve borrower satisfaction. Regular policy assessment helps
institutions align their operations with national financial goals and identify areas for improvement
in loan delivery and compliance. The following are the key policy evaluation and implementation
parameters that a microfinance executive must understand:
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Policy /
Guideline

Description

Application

These directions define norms on
loan limits, borrower eligibility,

The executive reviews
loan disbursement data

Effectiveness

(FPC), 2003
(updated 2022)

application helps maintain ethical
lending standards.

Monitorin RBI Master . .
& S and repayment capacity quarterly to verify that
Changes Directions on o .
. . . assessment. Monitoring their borrowers are not over-
in Lending Microfinance, . .
effectiveness helps ensure financed and that loan
Norms 2022 . . . . S
responsible lending and borrower | sizes align with income
protection. verification standards.
This national mission aims The executive tracks
Evaluating Pradhan to expand access to financial how many microfinance
Financial Mantri Jan services for unbanked clients have opened bank
Inclusion Dhan Yojana populations. Assessing its link accounts or started saving
Outcomes (PMJDY), 2014 | with microfinance lending helps regularly after joining the
measure inclusion progress. programme.
RBI Fair The code ensures borrowers The executive conducts
Assessing . receive transparent information client feedback sessions
Practices Code . . . .
Borrower and are protected from coercive to assess satisfaction with
. for Lenders . L . . .
Protection collection methods. Evaluating its | information disclosure

and loan repayment
procedures.

Collaborating

Microfinance

These guidelines require
coordinated policy

The executive collaborates
with branch managers

institution’s social performance.

. Institutions . . and monitoring officers
on Policy . implementation between . -
(Regulation) . to align reporting formats
Implemen- o branches, field staff, and ;
. Guidelines, . and ensure consistent
tation regulators to ensure uniform .
2022 . adherence to new policy
compliance.
updates.
The executive maintains
This code promotes responsible records of grievance
Measuring credit delivery, borrower resolutions and borrower
Sa-Dhan Code . . .
Impact on education, and grievance awareness sessions to
. of Conduct for . .
Responsible MEls redressal mechanisms. Its evaluate how effectively
Lending effectiveness reflects the responsible lending

practices are being
followed.

Table 5.2.4: Microfinance policy effectiveness assessment

— 5.2.5 Ethical and Legal Standards

Ethical and legal standards form the foundation of responsible microfinance operations. They ensure
that lending practices are transparent, fair, and compliant with national laws and institutional codes.
A Microfinance Executive must demonstrate awareness of these standards to protect both clients and
the institution. Upholding ethics in communication, loan recovery, and data handling strengthens client
trust, promotes sustainable lending, and reduces regulatory risks. The following are the key ethical and
legal compliance parameters that a microfinance executive must follow:
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Stage

Policy /
Guideline

Description

Application

Attending
Regulatory
Training
Workshops

RBI Master
Directions on
Microfinance,
2022

These directions require
microfinance personnel

to undergo regular
compliance and ethics
training to stay updated
with current regulations
and fair practice standards.

The executive attends
quarterly workshops organised
by the regional office to
understand updates in
borrower eligibility, interest
rate caps, and grievance
redressal protocols.

Understanding
Ethical Lending

RBI Fair
Practices Code
for Lenders

This code emphasises
transparency in loan terms,
ethical recovery methods,

During field visits, the
executive ensures repayment
collection is done politely and

Policy Changes

2019

or policies that could affect
them.

Practices (FPC), 2003 and respect for borrower without pressure, maintaining
(updated 2022) | dignity. ethical standards of conduct.
- . The executive verifies that
s These guidelines require .
. Microfinance L loan agreements are signed
Complying I~ institutions to follow legal .
. Institutions in the presence of borrowers
with Legal . frameworks related to
(Regulation) S . and that terms are clearly
Frameworks - lending limits, disclosures, . .
Guidelines, 2022 . explained in the local language
and borrower protection. .
before disbursement.
. . The executive conducts
This Act ensures clients are .
. . . awareness meetings to
Educating Consumer informed about changesin | .
. . . inform borrowers about new
Clients on Protection Act, loan terms, service charges,

repayment flexibility policies
and grievance channels
available to them.

Promoting
Institutional
Integrity

Code of Conduct
for Microfinance
Institutions (Sa-
Dhan / MFIN)

This code ensures
institutions maintain
integrity, prevent over-
indebtedness, and provide
responsible financial
services.

The executive reports any
unethical lending or data
misuse observed in the field
to the compliance officer,
promoting institutional
transparency and
accountability.

Table 5.2.5: Ethical and legal compliance standards table
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UNIT 5.3: Practical Loan Processing and Client Interaction

— Unit Objectives | ©

By the end of this unit, the participants will be able to:

1. lllustrate how to prepare financial reports on loan performance, repayment efficiency, and
outstanding debts using provided datasets.

Explain how to prepare and present loan repayment summaries by analysing borrower records.

Illustrate simulating the loan documentation process, including preparing records for loan
disbursement, repayment tracking, and customer interactions.

4. Elaborate on conducting sessions to explain microfinance policies and borrower rights to peers for
informed decision-making.

5. Evaluate case studies on loan defaults and recommend corrective actions to improve loan recovery
rates.

6. Describe collaborating in teams to validate borrower records and assess data accuracy through
group verification exercises.

— 5.3.1 Preparing Financial Reports

Financial reports in microfinance serve as structured summaries that record and analyse the institution’s
overall financial performance, loan activities, and client repayment behaviour. These reports help
management assess the health of lending operations, identify risks, and make informed decisions
for sustainable growth. Each report compiles key financial data points that ensure transparency,
accountability, and compliance with regulatory and institutional standards. The following are the main
parts of a financial report:

Aspect Definition Example
. Records the total number and A quarterly report showing %25 lakh
Loan Disbursement . o . . . )
value of loans issued within a given | disbursed to 320 clients across five
Summary . .
period. villages.

Details the amount received from A branch report showing X18
borrowers against scheduled lakh collected during the month,
repayments. reflecting 96% repayment efficiency.

Repayment Collection
Report

A summary showing 1.2 lakh
overdue from 12 borrowers
who missed installments for two
consecutive weeks.

Identifies loans where payments
are delayed or missed, helping in
recovery planning.

Overdue and Default
Report

A report showing five loans
Tracks loans that have been
Restructured Loan o . ) . restructured after flood-related
modified due to genuine financial

Report . income losses in the borrower
hardship or external events. .
community.
. L . A quarterly P&L showing %4 lakh in
Profit and Loss Summarises income from interest q y 'g
. . revenue and 3.2 lakh in expenses,
Statement and fees against operational costs.

indicating a 0.8 lakh surplus.

Table 5.3.1: Components of a Financial Report
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The following are the main types of financial reports in microfinance:

Report Type

Branch Financial
Performance Report

Description

Consolidates income, expenses,
and outstanding portfolio for a
specific branch.

Application

Used by branch managers to
monitor financial progress and
allocate resources efficiently.

Portfolio Quality
Report

Focuses on repayment rates,
overdue accounts, and portfolio at
risk (PAR).

Used by microfinance executives
to assess repayment discipline and
plan recovery actions.

Regulatory
Compliance Report

Compiles data required by the RBI
and auditors to verify compliance
with microfinance regulations.

Submitted quarterly to demonstrate
adherence to lending norms and fair
practices.

Operational Expense
Report

Tracks administrative, staffing, and
field operation costs for budgeting
and efficiency analysis.

Helps management control costs
and plan future budgets.

Impact and Inclusion
Report

Evaluates the institution’s role in
promoting financial inclusion and
community development.

Used by policymakers and donors
to measure the social outcomes of
microfinance programmes.

Table 5.3.2: Essential microfinance financial reporting types

Preparing financial reports is a core administrative task that involves consolidating field data into
structured documents. These reports provide a clear picture of the branch's financial health, helping
management make informed decisions about future lending. For a Microfinance Executive, accuracy in
these reports is vital to ensure that the institution's assets are correctly accounted for and that there
are no discrepancies in the books. The following are the stages of preparing financial reports:

Stage Policy / Guideline Description Application
. . The executive compiles all
. . This involves gathering all . P
Internal Financial . . ; cash inflow and outflow data
Data . daily transaction receipts
I Reporting .. . at the end of the week to
Consolidation and digital entries to create , .
Standards e e . prepare the branch’s profit
a unified financial summary.
and loss statement.
. - Before submission, the
This guideline mandates .
. executive cross-checks the
Zero-Error double-checking all . .
Accuracy . . . . total disbursement figures
e . Documentation numerical entries against . .
Verification . . against the signed loan
Policy physical vouchers to prevent
. agreements of 20 new
accounting errors. -
clients.

Table 5.3.3: Financial reporting preparation standards




Aspect

Repayment Schedule

— 5.3.2 Loan Repayment Summary Preparation

Loan repayment summaries in microfinance provide a detailed overview of borrowers’ payment
behaviour over a specific period. These summaries help institutions assess repayment trends, identify
delays, and ensure healthy cash flow management. By consolidating repayment data, microfinance
executives can evaluate loan performance, detect early warning signs of default, and plan corrective
actions. The summary acts as an essential monitoring tool to maintain financial discipline and
transparency. The following are the main parts of a loan repayment summary:

Definition

Shows the due dates and amounts
for each installment of every active
loan.

Microfinance Executive

Example

A table displaying monthly payment
schedules for 150 borrowers across
three centres.

Amount Collected

Reflects the total money received
during the reporting period from
all borrowers.

A summary showing %12 lakh
collected in December, covering
95% of scheduled payments.

Pending Installments

Lists overdue payments that
remain unpaid after the due date.

Report shows 80,000 pending from
10 clients who delayed by more
than 15 days.

Prepayments

Indicates clients who have repaid
part or full loan amounts before
due dates.

Three clients cleared X1.5 lakh early
to become eligible for higher loan
cycles.

Recovery Actions

Details follow-ups or field
visits made to recover missed
installments.

Five recovery meetings conducted
by field officers to resolve 50,000
overdue.

Report Type

Daily Collection
Report

Table 5.3.4: Components of a Loan Repayment Summary

Description

Tracks all repayments received in a
single day.

The following are the main types of repayment summaries used in microfinance:

Application

Used by field officers to verify on-
site cash collection.

Weekly Centre Report

Summarises total repayments by
centre or group for the week.

Used by branch heads to review
group discipline.

Monthly Branch
Summary

Consolidates repayments from all
centres under a branch.

Shared with regional managers for
portfolio analysis.

Overdue Aging Report

Categorises overdue accounts by
days past due.

Helps executives prioritise follow-
ups on long-pending cases.

Portfolio Repayment
Trend Report

Shows repayment ratios across
months or quarters.

Used by management to assess
repayment consistency.

Table 5.3.5: Types of loan repayment summaries

Preparing a loan repayment summary is a crucial operational task for maintaining accountability and
financial balance. The process involves collecting repayment data, verifying receipts, and preparing
reports for management review. The following are the stages of preparing a loan repayment summary:
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Stage Policy / Guideline Description Application

Collect repayment data

. . The executive verifies
from field registers and

that field receipts

Data Accuracy and

Data Entry and
y Entry Protocol

Validation (NABARD Guidelines) verify accuracy before match branch records.
system entry.

I . Reconciliation ensures
Consolidation Branch Reconciliation Combine all centre .reporjcs that %12 lakh collected
and . and match totals with daily .

Policy equals the bank deposit

Reconciliation cash deposits.

slip.

Table 5.3.6: Loan repayment summary preparation standards

— 5.3.3 Simulating Loan Documentation Process

Simulating the loan documentation process helps microfinance staff understand the complete procedure
of loan creation, from application to approval and disbursement. This training-based simulation ensures
accuracy in paperwork, compliance with regulatory norms, and consistency in record maintenance. It
also allows executives to identify and correct documentation errors before handling real cases. The
following are the main parts of a loan documentation simulation:

Aspect Definition Example

Loan Application Basic client details and loan A mock_form completed by a. farmer
) . requesting 50,000 for crop input
Form purpose filled by applicants.
purchase.

I Verification of identity and address | Aadhaar and voter ID verified before

KYC Verification L . .
as per RBI norms. approval in simulation exercise.

Loan Agreement Legal document outlining Sample agreement with 12-month
Draft repayment terms and conditions. repayment at 18% annual interest.

Official approval notice issued to A letter stating sanction of 30,000

Sanction Letter . .
the borrower. microenterprise loan.

Entry showing funds transferred to | Mock disbursement recorded as

Disbursement Record borrower’s account. 25,000 credited via bank transfer.

Table 5.3.7: Components of simulated loan documentation

The following are the types of loan documentation simulations commonly used:

Simulation Type Description Application

Basic Loan File Covers all forms and signatures needed Used for training new microfinance
Preparation before disbursement. officers.

Compliance Focuses on verifying documents as per Used to test regulatory
Simulation RBI/SEBI guidelines. understanding.
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Simulation Type Description Application

Client . . . ) .
. Includes mock interviews to verify Used for field staff to practice soft

Interaction A .

. . borrower credibility. skills.
Simulation
Digital Loan - . .
Prf)cess Demonstrates use of digital apps for Used by branches adopting digital
Simulation paperless processing. tools.
Error Detection Includes intentional mistakes for Enhances document verification
Exercise trainees to identify. skills.

Table 5.3.8: Loan documentation simulation types

Simulating loan documentation helps staff gain confidence in handling real loan files. The following are
the stages of this simulation process:

Stage Policy / Guideline Description Application
Mock Application Standard Operating Trallnees collect and Practice collection from

. Procedures (SOPs) for review sample loan .
Collection . L three sample clients.

Loan Files applications.
Verification and Know Your Customer Cros's-check client IDs Yalldate Aadhaar and
. . and income proofs for income slips for each
Validation (KYC) Policy, RBI - .
authenticity. applicant.

Table 5.3.9: Simulated loan documentation standards

— 5.3.4 Conducting Policy Sessions

Policy sessions in microfinance ensure that staff and clients are well-informed about institutional rules,
credit policies, and repayment norms. These sessions promote awareness, transparency, and compliance
across all operations. They also build client trust by clarifying terms before loan disbursement. The
following are the key parts of a policy session:

Aspect Definition Example

A session explaining that loans

Credit Policy Outlines eligibility, loan amount -
. o above X1 lakh require group
Overview limits, and repayment rules.
guarantors.
Interest Rate Details rate calculation and Discussion on 18% flat vs 12%
Explanation possible changes. reducing rate formats.

Repayment Rules Defines installment frequency, due | Explained using a monthly

dates, and penalties. repayment calendar.
Client Rights and Informs borrowers about their Clarified that clients can request
Obligations rights and responsibilities. restructuring in case of flood losses.
Regulatory Covers RBl and NABARD guidelines | Shared copies of the RBI Fair
Compliance Briefing for fair lending. Practices Code.

Table 5.3.10: Key components of policy sessions

o




Participant Handbook

The following are the main types of policy sessions conducted:

Session Type Description Application

Trains employees on institutional | Conducted monthly for new

Staff Orientation Session ..
policies. staff.

Educates borrowers on repayment | Held before disbursement at

Client Awareness Session
rules. each centre.

Updates staff on new RBI

Compliance Review Session 0
guidelines.

Conducted quarterly.

. . . Focuses on documentation and .
Audit Preparation Session Held before annual audit.
transparency.

Introduces digital repayment and | Conducted when introducing

Digital Policy Session data rules. new apps.

Table 5.3.11: Types of Policy Sessions

Conducting policy sessions strengthens governance and reduces operational errors. The following are
the stages involved:

Stage Policy / Guideline Description Application
Content RBI Fair Practices (;ode.:, Prepare _material . A handout designed
. NABARD Communication | summarising lending and . .
Preparation for client distribution.
Norms repayment rules.
. N - Conduct interactive 50 clients trained
Session Institutional Training . ..
meetings for knowledge through participatory

Implementation | Policy

sharing. discussion.

Table 5.3.12: Policy session implementation standards

— 5.3.5 Evaluating Loan Default Case Studies

Evaluating loan default case studies helps microfinance staff analyse real-life repayment failures and
identify their causes. This process improves decision-making, strengthens credit assessment, and
prevents future defaults. Each case study reflects social, financial, and operational challenges that led
to non-repayment. The following are the key parts of a loan default case evaluation:

Aspect Definition Example

Basic details of the defaulter, loan | A vegetable vendor unable to repay
Borrower Background

purpose, and occupation. %25,000 due to market loss.
Repavment Histor Timeline of payments made and Paid 4 installments on time,
pay v missed. defaulted for the next 3.
Default Reason Primary cause of non-repayment. Business shut down due to illness.

Recovery Actions
Taken

Field visits and restructuring

Steps initiated to recover dues. offered.

o
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Definition Example
Insights for preventing future Emphasised better pre-loan
Outcome & P & P . P
defaults. screening for seasonal vendors.

Table 5.3.13: Key components of loan default case evaluationns

Types of loan default case studies include:

Case Type Description Application
. Defaults due to disasters like floods . -
Natural Calamity Cases Used to frame relief policies.
or drought.
Defaul illn r impr insuran
Health Emergency Cases e al.J ts. cagsed by illness o L.Jsed to improve insurance
hospitalisation. linkage.
Business Loss Cases Defaults from business failure. Used for revising risk scoring.
Migration Cases Defaults due to client relocation. Used to design tracking systems.
. Defaults from internal process Used for staff training
Operational Error Cases .
delays. improvements.

Table 5.3.14: Loan Default Case Study Types

The following are the stages in evaluating default case studies:

Stage Policy / Guideline Description

RBI Microfinance Lending Collect repayment and client

Data Collection and Review Guidelines 2022 background data.

Institutional Risk Management | Identify financial, personal, or

Root Cause Analysis . .
Policy systemic reasons.

Table 5.3.15: Loan default evaluation standards

— 5.3.6 Team Collaboration for Record Validation

Team collaboration for record validation ensures that all financial and loan records are accurate,
complete, and approved through cross-verification. This process builds data integrity and prevents
discrepancies in reporting. Collaboration between field officers, data entry staff, and branch managers
maintains transparency in recordkeeping. The following are the main components:

Aspect Definition Example
Data Sharing Protocol Methqd for secure exchange of !.oan files shared through encrypted
financial data. internal software.
Cross-Verification Checking of records by multiple Loan repayment data reviewed by
Process team members. both cashier and branch officer.
Error Reporting Mechanism to identify and report | A mismatch in 5,000 entry
System discrepancies. reported through branch alert.

&
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Aspect Definition Example
Approval and Official sign-off after data Manager approval after double-
Authentication verification. checking daily summaries.

Safe storage of validated data for Reports uploaded to centralised

Record Archiving audit use. digital archive.

Table 5.3.16: Components of team record validation

The following are key collaboration methods:

Collaboration Method Description Application

int Verificati taff ioint] iow fi il
Joint . erification Sta 'Jom y review financia Conducted weekly for accuracy,.
Meetings entries.

Each officer verifies another’s

Peer Review System
record.

Builds accountability among staff.

Use of shared platforms for

Digital Validation Tools . e
real-time verification.

MIS system used for group editing.

Hierarchical Approval Multi-level approval ensures Manager and regional head sign off

Flow checks. on records.

Audit Team Review Final z_:\uqlt validation before Ensure_s compliance before
submission. reporting.

Table 5.3.17: Record validation collaboration types

Team-based record validation builds reliability in microfinance operations. The following are the stages
of this process:

Stage Policy / Guideline Description Application
Data Consolidation | Internal Control and All field and branch Weekly consolidation of
. . . records shared for . .
and Sharing Audit Policy e loan disbursement files.
verification.
. . Cross-check entries Branch head validates
Joint Review and Zero-Error
. . and approve after repayment records before
Approval Documentation Policy . . -
confirmation. submission.

Table 5.3.18: Team collaboration and record validation standards
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Accurate client record management includes recording and updating client details, loan application
statuses, and repayment schedules.

Reconciling loan records with institutional databases helps identify and correct discrepancies.

Maintaining accurate loan records, client details, and repayment schedules according to MFI
policies ensures proper documentation and compliance.

Documenting loan disbursements, repayments, defaults, and restructuring cases must follow
regulatory standards.

Data protection policies and confidentiality measures are critical for securely storing client
documents.

Loan tracking monitors borrower performance, overdue payments, and repayment trends for
informed decision-making.

Generating periodic reports on loan performance, outstanding debts, and portfolio health supports
internal and regulatory reviews.

Compliance with microfinance regulations, RBI directives, and industry guidelines ensures lending
norms and fair practice codes are followed.

Assessing the impact of new policies on loan processing and client interactions helps improve
efficiency and compliance.

Evaluating current microfinance policies ensures financial inclusion and responsible lending
practices.

Ethical and legal standards in microfinance operations protect borrowers and institutions.

Preparing sample financial reports helps analyse loan performance, repayment efficiency, and
outstanding debts.

Presenting loan repayment summaries based on borrower records improves transparency and
monitoring.

Simulating the loan documentation process helps staff practice disbursement, repayment tracking,
and client interaction procedures.

Conducting mock sessions to explain policies and borrower rights improves staff communication
and client understanding.

Evaluating case studies on loan defaults helps recommend corrective actions to improve recovery
rates.

Collaborating in teams to validate borrower records ensures data accuracy and accountability.
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— Exercise

Multiple-choice Questions

1. Which of the following is a key task in administrative microfinance operations?
a. Social media marketing b. Recording and updating client details

c. Personal budgeting d. Traveling frequently

2. Cross-checking and reconciling loan records is mainly done to:
a. Increase loan amounts b. Identify and correct discrepancies

c. Avoid interacting with clients d. Promote marketing campaigns

3. Compliance with microfinance regulations ensures:
a. Borrowers are charged higher interest b. Lending norms and fair practices are followed

c. Staff can ignore documentation d. Loans are given randomly

4. Which practice helps in monitoring borrower performance and repayment trends?
a. Ignoring overdue payments b. Loan tracking

¢. Random cash counting d. Giving informal advice

5. The best way to prepare staff for client interactions is:
a. Conducting mock sessions and simulating loan documentation

b. Sending emails with instructions
c. Relying on verbal instructions only

d. Watching videos without practice

Answer the following:

1. Explain how recording and updating client details, loan application statuses, and repayment
schedules ensures proper administrative control.

2. Describe the process of cross-checking and reconciling loan records with institutional databases
and its importance.

3. Discuss how loan tracking, reporting, and compliance with regulations support effective
microfinance operations.

4. Explain the role of mock sessions, simulations, and financial report preparation in improving staff
skills and client interaction.

5. Describe how evaluating case studies on loan defaults and collaborating in teams can improve loan
recovery and data accuracy.
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— Notes

Scan the QR codes or click on the link to watch the related videos

e ]
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https://youtu.be/eOv4zKEanV0 https://youtu.be/aqlfayP_z8U
Understanding Loan Tracking Periodic Loan Reports through excel

https://youtu.be/Lvhsikhh!7I

Understanding Loan Repayment Summary



https://youtu.be/eOv4zKEanV0
https://youtu.be/aq1fayP_z8U
https://youtu.be/LvhsikhhI7I
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Employability Skills is available at the following location

https://www.skillindiadigital.gov.in/content/list

Employability Skills




® \ 7. Annexure

e




Participant Handbook

Module No. Unit No. Topic Name P;ie Link for QR Code (s) QR code (s)
Unit 1.1:
Introduction | 1.1.1 Overview
to Skill India | of Skill India 26 https://youtu.be/FYnu6N1TixI
Mission and Mission
BFSI Overview of Skill
India Mission
Module 1:
Introduc- Unit 1.2: 1.2.1 Overview
tion to the | Banking, of Banking,
Banking Finance, Financial )
Sector and | Insurance Services, and 26 https://youtu.be/rkP7ljlpdag
the Job Structure Insurance
Role of Mi- | Explained Sector BFSI sector
crofinance overview
Executive
[=] <[]
Unit 1.3: 1.3.1 Microfi- :
Role and nance Execu-
Career of a tive Job Role 26 https://youtu.be/gcny1HvVKeg
Microfinance | and Responsi-
Executive bilities Microfinance
Executive Job
Profile
Unit 2.1:
Client Identi- | 2.1.1 Identify- https://youtu.be/
fication and ing Potential 50 E672NMBIxs8
Assessment Rural Clients
Skills Potential Rural
Module 2: Clients in
Conduct Microfinance
Client Out-
reach and
Fieldwork | Unit 2.2:
Communi- 2.2.1 Commu-
cation and nication Skills 50 https://youtu.be/
Trust-Build- in Financial bdVnpXpFCmO
ing Tech- Management Financial
niques communication
in microfinance
concepts



https://youtu.be/FYnu6N1TJxI
https://youtu.be/rKP7ljlpda8
https://youtu.be/gcny1HvVKeg
https://youtu.be/E672NMBIxs8
https://youtu.be/E672NMBIxs8
https://youtu.be/bdVnpXpFCm0
https://youtu.be/bdVnpXpFCm0
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Module No.

Unit No.

Topic Name

Link for QR Code (s)

QR code (s)

. 2.3.2 Promot-
Unit 2.3: ing Financial
Microfinance Inilusion httpss/fyoutu.be/
Products 50 PS://youtu.be
ue through SHGs bdVnpXpFCmO Promoting
and Client . . .
Education and Communi- Financial
ty Influencers Inclusion
through SHGs
and Community
Influencers
it3.1:
unit 3 . 3.1.1 Correct
Loan Appli- Procedure for
cation and ) 82 https://youtu.be/fiOAzpauolE
Loan Applica-
Documenta- .
ti tions Correct
fon Procedure
for Loan
Applications
Module
3: Facili- Unit 3.2:
tate Loan Creditwor- 3.2.1 Analys-
Processing | thiness and ing Borrower 82 https://youtu.be/3TAexAlI3zfA
and Man- Repayment Credit History
agement Capacity Microfinance
Borrower Credit
History
[=]: 5 =]
Unit 3.3: 3.3.1 Methods
!.oa'n Mon- for Tracking 82 https://youtu.be/DtiCGJIQRK4
itoring and Loan Repay-
Recovery ments Tracking Loan
Repayments
concepts
itd.1:
Module 4: Unit 4
Conduct Fundamen-
Financial tal Financial | 4.1.1 Funda-
. Concepts mental Finan- 122 | https://youtu.be/IDF6iawlZcs
Literacy .
. and Respon- | cial Concepts
and Client .
. sible Borrow- Fundamental
Education ing Financial

Concepts



https://youtu.be/bdVnpXpFCm0
https://youtu.be/bdVnpXpFCm0
https://youtu.be/fjOAzpauo1E
https://youtu.be/3TAexAI3zfA
https://youtu.be/DtiCGJlQRK4
https://youtu.be/JDF6iawJZcs
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Module No.

Unit No.

Topic Name

Page

Link for QR Code (s)

QR code (s)

[\ [o)

Unit 4.2:
Financial 4.2.4 Conduct-
Educa,tlon ing sz,anual 122 https://youtu.be/JQ-K8R_lgac
Techniques Education
and Client Sessions
Engagement Financial literacy
for customers
Unit 4.3: .
Practical Fi 4.3.1 Various https://youtu.be/
- . ps://youtu.be
. Savings Op- 122
nancial Tools | >2V'"&s ¥P° GGlws2-KN8o
d Exercises tions Explained
an Different Savings
Optionsin
Microfinance
Unit 5.1: =] [=]
Client Loan
Records
Manage- 5.1.6 Role of 155 https://youtu.be/
Loan Tracking eOv4zKEanV0
ment and
D.ocumenta- Understanding
tion Loan Tracking
3556
Module 5: Unit 5.2: R
nit 5.2: Re-
Perform orting and | >-2-1 Gener- o
Adminis- FI;e ulagtor ating Periodic 155 | https://youtu.be/aglfayP_z8U
trative and c & ' y Loan Reports
Compli- ompliance Periodic Loan
ance Tasks Reports through
excel
Unit 5.3:
Practical 5.3.2 Loan
Loar? Pro- Repayment 155 https://youtu.be/Lvhsikhhi7I
cessing and Summary
Clle.nt Inter- Preparation Understanding
action

Loan Repayment
Summary



https://youtu.be/JQ-K8R_Igac
https://youtu.be/GGlws2-KN8o
https://youtu.be/GGlws2-KN8o
https://youtu.be/eOv4zKEanV0
https://youtu.be/eOv4zKEanV0
https://youtu.be/aq1fayP_z8U
https://youtu.be/LvhsikhhI7I
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