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Prologue 

The Smart Campaign was launched in 2009 to assist the microfinance industry in implementing the seven 
Client Protection Principles (CPPs). As of November 2013, The Campaign has over 3,900 endorsers from over 
130 countries, including 1,359 microfinance institutions. The Campaign was formed to bring people together 
across the microfinance industry to implement common standards of client protection that govern how clients 
should be treated and to embed client protection into the operations of financial service providers

The Smart Campaign has an active presence India and South Asia, an engagement that began at the inception 
of the Campaign in 2009. To date in South Asia, the Smart Campaign has been endorsed by 280 organizations, 
including 208 FIs, 14 networks, 46 supporting organizations, and 13 investors/donors. Activities took a 
more structured approach when, after Andhra Pradesh crisis in 2010, the Smart Campaign initiated a two-
year capacity-building program with support from Accion and  the International Finance Corporation. The 
program helped MFIs move from endorsement of the CPPs to improving the practices.  It strengthened the 
sector’s understanding and understanding of CPPs across microfinance institutions in India and contributed 
towards improved practices. As of publication, 19 FIs in India have had an in-depth assessment of their client 
protection practices using the Smart Campaign Assessment tool, and four have become Client Protection 
Certified.  Dozens more have participated in other capacity-building activities that this report will detail.  

This report is modeled in part after the Smart Campaign’s 2011 Global State of Practice Report.1 At its core 
the report presents a deep dive into the client protection practices in India as derived from activities conducted 
over the past two years. In addition to analyzing strengths and weaknesses of institutional practices, this 
report also presents the activities that the Campaign embarked on to orient, assess, and improve practices 
among providers. As this report conveys, there is broad sectoral engagement with client protection, though 
there are still significant hurdles to overcome. Based on the enthusiasm with which providers and other 
stakeholders, such as investors and regulators, are focused on client protection, the Campaign is optimistic for 
continued improvement and attention. The Smart Campaign believes that client protection is integral to the 
development of a responsible, inclusive financial sector in India and are committed to supporting its continued 
implementation.

Isabelle Barrès 
Director, Smart Campaign 

1. Daniel Rozas, Implementing Client Protection in Microfinance: State of the Practice, 2011 (Washington DC: Smart Campaign, 2011), 
available here.
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Introduction

Client protection has been an important issue in the global and Indian microfinance sector for several years. 
Between 2007 and 2010, the transformation of several big institutions from non-profit to for-profit status 
signalled a shift towards scale and profitability. In 2010, the Andhra Pradesh crisis brought attention to poor 
client treatment in an over-heating market and put client protection squarely on the sectoral map. The industry 
(through the work of the microfinance associations MFIN and Sa-Dhan) responded by introducing self-
regulation in the form of Codes of Conducts, which were subsequently harmonized. Regulators, in parallel, 
introduced more specific guidelines on client protection.

Beyond these efforts, the industry needed clear standards to measure implementation of client protection. The 
Smart Campaign’s work provided concrete benchmark and tools to measure progress and improve practices. 
The Smart Campaign’s CPPs and standards are universally recognized. They set a common framework around 
how client protection standards are understood, applied, and practiced across the world. The Smart Campaign’s 
work in India aims to improve the understanding of client protection standards and raise the bar on client 
protection practices. Through a wide range of capacity-building activities including trainings, assessments, and 
upgrade projects, the Smart Campaign has supported measurable improvement of client protection practices.

This report represents an important step in understanding the state of client protection practices today in India, 
three years after the Andhra Pradesh crisis and two years after the Smart Campaign began its deep engagement 
with the sector. Results in this report are drawn from the activities conducted under the project that was 
implemented from June 2011 to November 2013. 

The report aspires to deepen the public’s understanding of how microfinance institutions can put the CPPs into 
practice in India and where the industry is in terms of strengths and weaknesses. Simultaneously, the report 
provides an overview of the level of effort made by MFIs to improve practices through participation in training 
and subsequent self-assessments. The report also showcases some of the extraordinary efforts and commitments 
made by microfinance institutions to improve their practices through upgrading projects.3 Finally, the report 
provides an overview of the new initiatives and Smart Campaign’s Client Protection Certification Program. 

The project work streams represent the natural progression of institutional improvement from endorsement, 
to building understanding of client protection issues, to assessing and improving performance to externally 
validating performance. 

Chapter 1 sets the tone for the report by introducing the Smart Campaign and the CPPs. It presents an overview 
of the client protection project in India and the activities undertaken by Campaign. It describes the categories 
of provider engagement undertaken by the Smart Campaign and others, ranging from promoting endorsement 
of the CPPs to building an understanding of client protection, assessing performance, and finally introducing 
third-party, publicly recognized certification. 

Chapter 2 details how the Campaign builds commitment and enhances understanding of the CPPs through 
endorsements and trainings. In India, there are 173 endorsers of which 122 are MFIs (including NBFCs, 
Section 25 Companies, and NGOs). Further, the Campaign has trained 94 institutions on client protection over 
the course of the two-year project. These institutions represent structural and geographical diversity. 

3. An upgrade project is typically undertaken as an outcome of a Smart Assessment, wherein the financial institution and the Campaign 
collaborate to address specific gaps with regard to client protection practices at the institution.
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Chapter 3 is the focal point of the report. It presents and analyzes trends based on data collected through 
two sources: Self-Assessment by MFIs (through the “Getting Started Questionnaire,” or GSQs) and Smart 
Assessments (through in-depth external assessments). The findings from 58 GSQs and 18 Smart assessments 
are synthesized and presented for each Client Protection Principle. Each analysis by Principle highlights 
exemplary practices as pop-out boxes. The authors believe that in contrast to self-assessments, data reported 
through external Smart Assessments is more reliable and less prone to bias. In the analysis, the authors look 
for trends in performance based on scale (based on total loan portfolio outstanding) and regional diversity.  

Chapter 4 outlines new Campaign initiatives to improve Client Protection Practices including upgrading 
projects and tool development. Upgrading projects begin after a Smart Assessment identifies institutional 
strengths and weaknesses as well as a roadmap for improvement. The MFI and the Smart Campaign team 
then collaborate to define the areas of work, objectives, timeline, resources, and technical assistance required 
to improve client protection practices. Seven upgrading projects have been launched in India, and three have 
successfully been completed. 

Chapter 5 provides details about the Client Protection Certification program launched early 2013, which 
publicly recognizes institutions that have demonstrated their commitment to client protection. Certification is 
issued after an independent evaluation by a licensed certifier establishes that the MFI meets the client protection 
standards. There are four client protection certified institutions in India: Cashpor, Grameen Koota, Equitas and 
Ujjivan as well as a sizable pipeline of MFIs interested in being certified. The four agencies licensed to carry 
out certification missions globally are M-CRIL, Planet Rating, MicroFinanza Rating, and MicroRate. 

Chapter 6 summarizes the trends discussed in the report and some of the normative steps providers and other 
stakeholders should take to continue to move the industry forward.   
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CHAPTER 1: Background on Smart Campaign Activities in India

Client Protection in India

In the initial years of Indian microfinance, few microfinance institutions recognized the need for explicit 
attention to client protection, assuming that their social motivations were sufficient to ensure positive results 
for clients. Between 2007 and 2010 however, the industry witnessed unprecedented growth rates (59 percent 
CAGR in 2004-2008)4 and saturation occurred quickly as institutions competed for market share among the 
same population segments and areas.5 The Andhra Pradesh crisis in 2010 brought to attention to instances 
of poor client treatment, which propelled client protection to center stage. The industry associations MFIN 
and Sa-Dhan responded by creating self-regulations through their Code of Conducts while the RBI specified 
clearer guidelines on client protection through the Fair Practice Code.6 Subsequently, the individual codes 
were merged together as one unified Industry Code of Conduct (COC)7 in 2011.  

Despite the regulatory guidelines and the COC directives, there was a significant gap in understanding on 
standards of care and how institutions could best embed client protection within their institutions. The Smart 
Campaign’s CPPs and standards constituted such guidance. This gap prompted the launch of a formal Smart 
Campaign project in India, supported by the IFC, in June 2011. The project activities, described and analyzed 
within this report, reflect the theory of change of the Smart Campaign – microfinance providers will improve 
their client protection practices if 1) they have the will and commitment to make client protection an integral 
part of their operations; 2) they have the practical know-how to translate the CPPs into practice; 3) they face 
rules and incentives that reward good practice and penalize poor practice; and 4) there are measurement and 
information systems to reveal what practices are. The project activities are geared towards building greater 
awareness and adherence to the CPPs by leading MFIs and assisting them to incorporate client protection into 
their operations. 

The Smart Campaign8   

The Smart Campaign is a global effort to raise awareness about the importance of client protection and to 
provide MFIs with the tools needed to implement good client protection. At its core is the commitment to 
embed client protection practices into the institutional culture and operations of the financial services industry. 
The Campaign provides practical know-how that translates the CPPs into norms, standards, and best practices 
(as embodied in over 50 tools) and has created measurement tools, such as the self-assessment and the third-
party external Smart Assessment to assess practices and shed light on institutional performance with regard 
to CPP standards. The Campaign has also developed and launched a certification program involving onsite 
inspection by independent third parties, to publicly recognize good performance.

The CPPs and Smart Campaign standards are globally recognized and set a common framework to implement good 
client protection practices across the world. These Principles and standards are recognized by global initiatives 
including MFTransparency, the Microfinance Information Exchange (MIX), the Universal Standards of Social 
Performance Management, the Microcredit Summit and many others as global benchmarks for client protection. 

4. CGAP, “Growth and Vulnerabilities in Microfinance,” Focus Note No. 61, February 2010, available here. 
5. CGAP, “Responsible Finance: Putting Principles to Work,” Focus Note No. 73, September 2011, available here.
6. Reserve Bank of India, “Fair Practices Code,” July 2012, available here. 
7. Sa Dhan and MFIN, “Code of Conduct for Microfinance Institutions in India,” available here.
8. The Smart Campaign is housed at the Center of Financial Inclusion at Accion and is now endorsed by over 3,800 organizations and 
individuals globally. It is guided by a Steering Committee that is comprised of respected leaders in the microfinance industry from a 
variety of regions and institutions such as lenders, industry networks, microfinance institutions and multi-lateral agencies, apart from  
a spectrum of industry experts. Details available here.
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The Campaign’s work is organized around seven 
CPPs.9 The CPPs are distilled from path-breaking work 
by providers, international networks, and national 
microfinance associations to develop pro-client codes 
of conduct and practices.10 There is consensus within 
the microfinance industry that providers of financial 
services should adhere to the core CPPs, which are:

1. Appropriate product design and delivery
MFIs will take adequate care to design products 
and delivery channels in such a way that they do not 
cause clients harm. Products and delivery channels 
will be designed with client characteristics taken 
into account.

2. Prevention of over-indebtedness
Providers will take adequate care in all phases 
of their credit process to determine that clients 
have the capacity to repay without becoming 
over-indebted. In addition, providers will 
implement and monitor internal systems that 
support prevention of over indebtedness and will 
foster efforts to improve market level credit risk 
management (such as credit information sharing).

3. Transparency
Providers will communicate clear, sufficient and 
timely information in a manner and language 
clients can understand so that clients can make 
informed decisions. The need for transparent 
information on pricing, terms and conditions of 
products is highlighted.

4. Responsible pricing
Pricing, terms and conditions will be set in a way that 
is affordable to clients while allowing for financial 
institutions to be sustainable. Providers will strive 
to provide positive real returns on deposits.

5. Fair and respectful treatment of clients
Financial service providers and their agents will 

9. In July 2011, the Campaign’s six original Principles were 
updated to seven Principles, mainly to reflect the need to cover 
not only credit, but also other financial services. The Campaign’s 
tools were gradually updated to reflect the new Principles and 
this report analyses mostly data under the framework of the six 
Principles. See Annex 1 for more details. 
10. More information on the Genesis of the Smart Campaign can 
be found in the report Beyond Codes: The Foundation for Client 
Protection in Microfinance, available here. 

treat their clients fairly and respectfully. They will 
not discriminate. Providers will ensure adequate 
safeguards to detect and correct corruption as well 
as aggressive or abusive treatment by their staff 
and agents.

6. Privacy of client data
The privacy of individual client data will be 
respected in accordance with the laws and 
regulations of individual jurisdictions. Such data 
will only be used for the purposes specified at the 
time the information is collected or as permitted 
by law, unless otherwise agreed with the client.

7. Mechanisms for complaint resolution
Providers will have in place timely and responsive 
mechanisms for complaints and problem 
resolution for their clients and will use these 
mechanisms both to resolve individual problems 
and to improve their products and services.

The CPPs are operationalized through standards and 
then measured through indicators.11 In India, the CPPs 
and its standards cover more than 80 percent of the 
Industry Code of Conduct, and include additional 
parameters which are not covered by the Code of 
Conduct, such as standards for responsible pricing. 
In India, the Campaign duly recognizes the initiatives 
around the Industry Code of Conduct and has updated 
its trainings and assessment methodology to include 
all the components of the CoC. For more information, 
see Annex 2.

Figure 1. Activities Overview

Stating
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11. For more information on standards and indicators, refer to 
Smart Campaign’s website.
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The Smart Campaign works with key players in 
microfinance who are committed to making client 
protection an integral part of the industry. The 
Campaign’s main target audiences are MFIs and the 
key actors in the ecosystem in which MFIs work.  

Table 1. Smart Campaign Partners in India

Partners How Actor Can Influence MFI Behavior

MFI 
(NBFCs and Section 25 Companies) Individuals inside MFIs, especially board and management, can take leadership. 

National Associations
(ACCESS-ASSIST, MFIN, Sa-Dhan)

Training, codes of conduct and  
staff training.

Funders
(IFC, Maanaveeya, Triple –Jump, SIDBI)

Include CPP assessment in their  
due diligence and monitoring.

Technical Providers
(ACCESS-ASSIST, EDA, Microsave)

Equip MFIs to translate CPPs  
into practice.

Raters 
(M-CRIL) Certify MFIs.

The Campaign views its role as building the capacity 
of local stakeholders so that MFIs that are committed 
and ready to improve their client protection practices 
will have access to the support they need.
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CHAPTER 2: BUILDING COMMITMENT AND UNDERSTANDING  

In the Smart Campaign’s theory of change, action on client protection begins with shared understanding and 
commitment. Early engagement thus focused on orientation and sensitization of market actors to the importance 
of client protection as signified by an institution’s endorsement of the CPPs. Endorsement signals that the 
institution is ready to take the next steps towards implementing the Principles within their daily operations. 

Building Commitment through Endorsement

Globally, the Smart Campaign has garnered 3,905 endorsers out of which 164 (4 percent) are in India (as 
of November 18, 2013). Within India, 122 MFIs including major NBFCs and NGOs have endorsed the 
Campaign. The Campaign has also been endorsed by major networks including MFIN and Sa-Dhan and 27 
supporting organizations, such as EDA Rural Systems, M2i, ACCESS-ASSIST, FINO, CRISIL, M-CRIL, 
and MicroSave. Ten major Indian investors and donors have endorsed the Campaign including SIDBI, IFMR 
Capital, Lok Capital and Maanaveeya Holdings (Oikocredit’s Indian subsidiary). 

Trainings: CPPs and Code of Conduct 

After building initial commitments, the Campaign began to develop guidance on implementation. This initially 
took the form of trainings. In India, the Smart Campaign’s trainings specifically incorporate the Reserve Bank 
of India regulations for NBFCs as well as the Industry Code of Conduct. CPP trainings raised the level of 
awareness and understanding of MFIs, and prepared them to conduct quality self-assessments. MFIs began to 
identify their strengths and vulnerabilities in order to prioritize action. 

From 2011-2013 the Smart Campaign conducted 10 Client Protection trainings. Ninety-four MFIs across India 
were trained, representing a wide range of institutions, from NBFCs (i.e., Ujjivan, Equitas, SKS, Arohan, L 
& T Microfinance, Basix, Grameen Koota, Swadhaar, Janalakshmi, Satin Creditcare, Sonata, Armaan), co-
operative societies (i.e., Swyamshree, Saath), co-operative banks (SEWA bank) and non-profit institutions 
(i.e., Prayas, Swayam, Drishtee Foundation). In addition to MFIs, the CPP trainings allowed to train key 
industry stakeholders including, MFIN, Sa-Dhan, ACCESS-ASSIST, and social investors such as Ananya 
Finance and Maanaveeya. Participants also represented consulting organizations such as Intellecash and 
Nimbus Consulting (see Annex 3). 

Looking forward, these trainings could be extended to small and mid-sized institutions, as well as banks and 
cooperatives that directly engage with microfinance clients. In addition, trainings could focus on emerging 
business models, such as business correspondents, and focus on non-credit financial services such as savings, 
insurance, pension, and remittance products. 

Smart Assessors Training 

Smart Assessors trainings expanded the cadre of assessors equipped to provide a detailed evaluation and 
recommendations on how to improve client protection practices. Through Smart Assessors trainings, the Campaign 
strengthened the local knowledge and expertise of service providers in India. The current cadre of experts includes 
representatives from technical assistance providers, social rating agencies, investment funds, networks, and banks. 

To date, the Campaign has conducted three Smart Assessor Trainings in India, attended by 46 participants 
from 22 institutions (See Table 2). Eleven individuals have become accredited support assessors and five have 
become lead assessors.
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Table 2. Institutions Trained

Banks AXIS Bank, ICICI Bank. 

Rating Agencies ICRA, CARE, CRISIL, M-CRIL.

Networks MFIN, Sa-Dhan, ACCESS-ASSIST, Ananya, Intellecash.

DFIs IFC, SIDBI.

Social Investment Funds Maanaveeya (Oikocredit), Grassroot Capital, Incofin, IFMR Capital, Caspian Advisors.

Technical Assistance Providers Microsave, M2i, EDA Rural.

The Smart Assessors trainings have been useful for 
other stakeholders including investors and technical 
assistance providers. For example, Maanaveeya 
(Oikocredit), a social investor, incorporated 
elements of the CPPs in their due diligence tool 
and also conducted CPP trainings for their portfolio 
companies in India. Caspian Advisors, another social 
investor, has used the training program and materials 
to train their own national and international staff 
including their associate investor Bellwether. 

Currently, the demand for assessments and technical 
assistance is greater than the number of assessors 
who have been accredited by the Smart Campaign. 
In order to extend its impact beyond NBFCs to a 
larger circle of financial institutions, the Campaign 
will need to increase its pool of assessors through 
more Smart Assessors Trainings. 
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CHAPTER 3: ASSESSING CLIENT PROTECTION PRACTICES 

The objective of this chapter is to present the state of implementation of Client Protection Practices in India as 
observed from a sample of institutions. Data for the analysis in this section comes from two sources: 

1.  Self Assessments by MFIs (through Getting Started Questionnaires) 
2.  Smart Assessments (In-depth external assessments) 

3.0 First Benchmarks on Client Protection Practices

Self-Assessment through Getting Started Questionnaires: 

The Getting Started Questionnaire (GSQ) is a free tool that allows microfinance institutions to investigate and 
assess client protection practices within their own organization. There are three categories of possible performance 
for each indicator: meets the indicator, partially meets the indicator, or does not meet the indicator.12  

Over the past two years, 58 self-assessments were submitted to the Smart Campaign. Out of the total GSQs, 23 
were completed under an updated methodology expanding the analysis of client protection principles beyond 
credit (i.e., to cover savings, insurance, payments) and incorporating the concept of non-discrimination), and 
a three-point scale in lieu of a five-point scale. For more information, see Annex 1.13 In order to harmonize 
the scoring systems (See Table 3), institutions that had scored a 3 and above in the old methodology were 
considered to be fully complaint on that Principle and were scored a 2 under the new methodology. Institutions 
that had scored 2 or less were considered non-complaint on that indicator. It must be noted that GSQs, as self-
assessments, are likely to be influenced by staff bias. 

Table 3. Mapping Scoring Matrix

New Scoring Matrix (GSQs)

Does not meet the indicator Partially meets the indicator Meets the indicator 

0 1 2

•  Does not meet any part of the  
indicator. 

• Absent practice.

•  Does not fully meet all parts of the 
indicator.

• Meets all parts of the indicator 

Smart Assessments (Client Protection Assessments):

The Smart Assessment is an external diagnostic tool for MFIs to thoroughly examine implementation of the 
CPPs. Smart Assessments typically last for four to five days with two Smart accredited assessors on site. 

12. Note that some indicators also include “and does not apply” in certain circumstances.
13. Since we had two data sets, we have harmonized the old GSQ from the five points scoring scale (1 to 5) with the new GSQs based on 
the seven CPPs and three-point scale (0 to 2).

Old Scoring Matrix  (Smart Assessments)

Weak Practice Less than Adequate Adequate More than Adequate Good Practice

1 2 3 4 5
Practices are absent or 

very weak
Does not fully meet all 
parts of the indicator

Meets all parts of the 
indicator

Exceeds the indicator An example for others  
to follow
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The two accredited assessors visit the institution, 
review the institution’s documentation and hold 
interviews with leadership, management, and key 
line staff. The assessment team also observes staff-
customer interaction at the branch level. Smart 
Assessments are an excellent mechanism for an 
MFI to mitigate the risk of harming its clients and 
business potential, as it takes the institution through 
a process of internal review to identify strengths, 
weaknesses, and ultimately opportunities to enhance 
its practices around client protection. Scores on Smart 
Assessments are more reliable compared to self-
assessments because the assessments are conducted 
by Smart Accredited Assessors and not self-reported.

The Smart Campaign India team and accredited 
consultants conducted 18 Smart assessments of 
large to mid-sized institutions in India. Based on 
the evidence gathered through these processes, 

assessors drafted Smart Assessment reports which 
were finalized after discussions and input from 
the institution (see Annex 5 for a more in-depth 
description of assessments). The scoring matrix for 
the assessments used in this report is described in 
Table 3. Given the time when Smart Assessments 
were conducted, they were conducted under the 
old scoring matrix. When an institution scored 3 
(adequate), it was evaluated at full compliance on 
that indicator and Principle.

The IFC and the Smart Campaign jointly selected 
institutions for Smart Assessments. MFIs were short-
listed on the basis of institutional size, geography, and 
lending methodology. Together, the 18 institutions 
served a total of 14.4 million clients at the time of 
assessment, with an average client base of 800,448. 
The largest MFI served over 5 million clients and the 
smallest served just under 20,000 clients.   

Table 4. Smart-Assessed Institutions in India

S.N. Institution Client Base Region of Operation

1 Equitas 1,241,453 PAN-India

2 KGFS 204,323 PAN-India

3 Bandhan 3,968,326 PAN-India

4 Ujjivan 1,020,000 PAN-India

5 SKS 5,342,668 PAN-India

6 Janalakshmi 193,515 PAN-India

7 Arohan 214,059 East

8 Uttarayan 19,878 East

9 Saija 31,967 East

10 Swadhaar 56,727 West

11 Sewa Bank 422,122 West

12 Suryoday 156,204 West

13 Sonata 132,011 North

14 Fusion 36,996 North

15 Utkarsh 198,181 North

16 Cashpor 460,403 North

17 Grameen Koota 313,610 South

18 EMFIL (ESAF) 395,617 South

Total 14,408,060
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Framework for Analysis of Performance 

In order to understand if client protection practices are 
sensitive to scale, region, or form, the authors have 
attempted to analyze the CPPs using the following 
three parameters:

•	 Regional Diversity: MFIs were categorized 
on the basis of their major concentration in 
terms of branches (80 percent or more) in a 
specific region. On this basis we found that 
the sample could be divided in five major 
regions: North, South, East, West, and PAN-
India. MFIs widespread branch networks and 
branch networks not exceeding 50 percent of 
the total business in a particular region were 
categorized as PAN-India players. 

•	 Asset Size: MFIs were divided into three 
categories: less than $10 million (> Rs 600 
million); $10 to 30 million (Rs. 600 to 1800 
million); and large MFIs, with asset sizes of 
more than $30 (more than Rs 1800).

•	 Legal Status: All the three forms of legal 
entities were used for study and analysis 
starting from informal structures like NGOs, 
semi-formal like Section 25 Companies 
and formal institutions like NBFCs and Co-
operatives. However, Smart Assessments 
primarily comprised of NBFC and hence we 
have not included legal status as a parameter 
in the Smart Assessment analysis.

Overall Trends: GSQ and Smart Assessments

Even though self assessments and external assessments 
did not use the same scoring matrix,14 mapping 
between the old and new methodology allowed to 
draw some general trends on the performance of self 
assessments compared to external assessments. 

The analysis below shows the percentage of MFIs 
that have met adequate standards of client protection. 

Table 5 indicates that more than 90 percent of the 
institutions that submitted their self-assessment data 
(GSQ) believed that they were fully compliant on the 
Principles of Transparency, Responsible Pricing and 
Fair and Respectful Treatment of clients. The self-
assessment results were considerably lower, at 56 
percent, 78 percent, and 67 percent respectively for 
the same principles. The Principles that showed the 
biggest gaps between self and external assessment 
results were Prevention of Over-Indebtedness, 
Complaints Resolution, and Privacy of Client Data.

The difference between self assessments and external 
assessments highlights the fact that although self 
assessments are a good place to start to identify 
client protection gaps, continued training is needed 
to raise the quality of self assessments, and unbiased, 
more thorough analysis as the one conducted through 
Smart Assessments is highly valuable. 

14. For a more detailed description on the scoring systems refer 
to Annex 1.

Table 5. Percentage of MFIs with Adequate Practices: Third Party vs. Self Assessments (GSQs)

Appropriate 
Product 
Design

Preventing 
Over-

indebted

Transparency Responsible 
Pricing

Appropriate
Collection

Fair and 
Respectful 

Treatment /
Staff Ethics

Mechanism 
of Complaint

Resolution

Privacy of
Data

Self 
Assessments 
GSQ   (N=58)

62 83 93 93 n/a 91 69 78

Smart 
Assessments 
(N=18)

n/a 50 56 78 61 67 39 28

*Comparison between Smart Campaign “GSQ” (self-reported) and CPP Benchmarks (third-party)
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3.1 Trends from Getting Started 
Questionnaire (Self Assessment)

Over the course of two years, the Smart Campaign 
collected 58 completed GSQs (refer to Annex 3). 
GSQ analysis in this section is based on the seven 
CPPs: Appropriate Product Design and Delivery; 
Prevention of Over indebtedness; Transparency; 
Responsible Pricing; Fair and Respectful Treatment 
of Clients; Privacy of Client Data; Mechanism of 
Complaint Resolution. 

Out of a total of 58 GSQs analyzed, institutions 
reported the highest level of compliance on the 
Principles of Transparency (93 percent), Responsible 
Pricing (93 percent) and Fair and Respectful 
Treatment of clients (91 percent). 

3.1.1 Analysis by Region

Table 6 indicates the level of compliance achieved by 
participating institutions of the seven CPPs based on 
geographical diversity and regional presence.

Figure 2. GSQ Percentage Distribution by Level of Compliance
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Table 6. Analysis by Region

Region Number Appropriate 
Product 

Avoidance 
of Over 

Indebtedness

Transparent 
Pricing

Responsible 
Pricing

Fair and 
Respectful 

treatment of 
Clients

Privacy of 
Client Data

Mechanisms 
for 

Complaint 
Resolution

North 6 (10.3%) 83% 83% 100% 100% 100% 67% 83%

South 14 (24.1%) 100% 100% 100% 100% 100% 93% 93%

East 19 (32.7%) 63% 84% 95% 89% 89% 68% 79%

West 9 (15.5%) 67% 89% 100% 100% 100% 78% 78%

PAN-India 2 (3.4%) 100% 100% 100% 100% 100% 100% 100%

Central 8 (13.7%) 38% 38% 63% 75% 63% 13% 38%

*Figures in brackets indicate percentages to the total GSQs (MFIs)
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The majority of the institutions that submitted their 
GSQs were concentrated in the Southern and Eastern 
regions of India, which is also reflective of the 
regional concentration of the microfinance market. 
Only two PAN-India MFIs submitted their GSQs 
since most of them had undergone an in-depth third 
party assessment with the Smart Campaign. 

Large MFIs with PAN-India presence scored 
themselves as performing on the high end of the scale, 
and as regulated institutions, they demonstrated higher 
compliance to CPPs. However, since the sample 
in PAN-India is very small, it is difficult to draw 
generic conclusions. Institutions in Southern India 
also showed higher compliance, perhaps because 
they were operating in a relatively mature market 
that had experienced multiple crises in the past. Most 
of the institutions from Western India demonstrated 
relatively higher awareness and sensitivity to CPPs. 
Institutions in Eastern India comprised a mix of 
NBFCs, NGOs and cooperatives, scored themselves 
lower than those in Western India. In the Central 
region, over 80 percent of the institutions are small, 
non-profits and so CPPs have yet to be fully integrated.  

3.1.2 Analysis by Size

Across the majority of the Principles, institutions with 
larger portfolios (approximately over $10 million) 
reported 100 percent compliance except with a minor 
deviation of this trend on the Principle of Appropriate 
Product Design and Delivery (with only 60 percent 

compliance). This deviation can be attributed to 
the regulatory environment in India wherein, scope 
for developing multiple products is limited. Many 
institutions with an asset size of less than $10 million 
were unable to comply significant completely on 
the Principles of Privacy of Client Data but, showed 
higher compliance on the Principles of Transparency, 
Responsible Pricing, and Fair Treatment of Clients 
due to regulatory emphasis. This trend is consistent 
across all the category of analysis.

3.1.3 GSQ Analysis by Legal Status

Table 8 indicates the level of compliance achieved 
by participating institutions on seven CPPs based on 
their legal status. 

Across all categories, Co-operatives, NBFCs, and 
NGOs reported highest compliance on the Principles 
of Transparent Pricing, Responsible Pricing, and Fair 
and Respectful Treatment of clients. Cooperatives have 
shown full compliance on these Principles however, 
since the sample size for the cooperatives was small it 
is difficult to draw any concrete conclusions. One of 
the reasons for better performance can be attributed 
to the presence of strong and clear regulatory 
controls and environment. NBFCs had also shown 
higher compliance additionally on the Principle of 
Prevention of Over-Indebtedness. Institutions had 
scored lowest on Principle of Appropriate Product 
Design and Delivery, mainly because they were 
providing one type of product and were not found to 
be monitoring the client dropout rates.

Table 7. Compliance by Portfolio Size

Portfolio 
Size ($)

Number Appropriate 
Product 

Design and 
Delivery 

Avoidance 
of Over 

Indebtedness

Transparent 
Pricing

Responsible 
Pricing

Fair and 
Respectful 

Treatment of 
Clients

Privacy of 
Client Data

Mechanisms 
for 

Complaint 
Resolution

Less than  
$10 million 
(less than Rs. 
600 million)

47 (81.0%) 59.6% 79% 91% 91% 89% 62% 72%

$10-30 million  
(~Rs. 600-
1800 million)

4 (6.8%) 60% 100% 100% 100% 100% 100% 100%

More than 
$30 million 
(more than 
Rs. 1800 
million)

7 
(12.06%) 74% 100% 100% 100% 100% 100% 100%

Note: Figures in brackets are percentage to the total GSQs (FIIs)
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Table 8. Analysis by Legal Status

Type of 
Institution 

Number Appropriate 
Product 
Design

Avoidance 
of Over 

Indebtedness

Transparent 
Pricing

Responsible 
Pricing

Fair and 
Respectful 

Treatment of 
Clients

Privacy of 
Client Data

Mechanisms 
for 

Complaint 
Resolution

NBFC 30 (51.7%) 73% 97% 97% 97% 97% 83% 87%

NGO 21 (36.2%) 43% 62% 82% 86% 81% 48% 67%

Cooperative 7 (12.06%) 71% 86% 100% 100% 100% 71% 71%

Note: Figures in bracket indicate percentage to the total GSQs. 

3.2 Smart Assessments (Benchmarks) 

In this section, the findings from 18 external Smart 
Assessments conducted by the Smart Campaign in 
India are synthesized. The analysis organized by 
each CPP15 and each section contains observations on 
trends as well as strengths and weaknesses observed. 

3.2.1 Avoidance of Over-Indebtedness 
(including Appropriate Product Design)

The Campaign describes over-indebtedness as the 
inability to handle debt service payments without 
sacrificing basic quality of life. Evaluations on this 
Principle examine the extent to which MFIs prevent 
over-indebting clients by verifying their capacity to 
repay. Analysis of capacity to repay should be based 
on assessing client income, expenses, and outstanding 
debt rather than focusing on collateral and guarantees. 
The indicators also include other institutional factors 
that support prudent lending, including loan officer 
training and the extent to which staff incentives 
reward thorough client screening.

The Industry Code of Conduct adopted by Sa-Dhan 
and MFIN, as well as the RBI guidelines, have helped 
to improve the standards of the microfinance industry 
in the critical area of prevention of over-indebtedness. 
More specifically, MFIs cannot be a third lender and 
total borrowing of a client cannot exceed Rs. 50,000 – 
inclusive of all sources. Also, when loan size exceeds 
Rs. 15,000, MFIs are required to provide loan tenure of 

15. As the assessments were conducted as per the old assessment 
methodology containing six Principles, the analysis is organized 
accordingly. Though the Principles have been revised to seven, there 
is significant overlap across indicators. Refer to Annex 1 for details. 

a minimum of 24 months. All MFIs are also mandated 
to share their data with credit bureaus.16

Figure 3 shows the distribution of MFIs on the basis 
of their average score on the Principle of Avoidance 
of Over-indebtedness. 

Figure 3. Avoidance of Over-Indebtedness: 
Scoring for all assessments*
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*The green dotted line corresonds to the average for the MFI 
sample; the blue line corresponds to the adequate score of 3.

On this Principle the average score for the MFIs in 
the sample was 3.0 with a maximum score of 3.7 
and a minimum score of 1.6. Almost all MFIs met or 
surpassed adequate client protection standards, and 
most of the MFIs who scored less than adequate were 
close to meeting adequate standards, with scores of 
2.5 or more.

16. RBI guidelines indicate that staff MFI staff should be trained 
to conduct appropriate due diligence; MFIs must comply with 
KYC norms of RBI, loan sizes should not exceed (First loan 
cycle < Rs. 35,000 and 2nd cycle < Rs. 50,000). For loan sizes 
over Rs. 15,000, MFIs are required to extend the loan tenure  
to 24 months with pre-payment options to clients without 
penalties or late payment charges. Annual Household Income  
is used as the basis for the loan disbursement (for rural segment < 
Rs. 60,000 and urban/semi-urban segment < Rs. 120,000). 
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Analysis by Region and Size

Figure 4 shows the average scores on the Principle 
of Avoidance of Over-Indebtedness on the basis of 
region and portfolio size. 

Figure 4. Avoidance of Over-indebtedness: by 
Region and Size
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Analysis of client performance does not show significant 
differences by region. Nevertheless, performance in all 
regions is either close to adequate or slightly above. 
Given that certain markets are becoming saturated and 
that MFIs are at greater risk of over-indebtedness (i.e., 
in Eastern India, in Bengal and Orissa), MFIs should 
continue to put more efforts in order to mitigate the 
very real threat of over-indebtedness. 

Consistent with the global trend,17 there is a link 
between the MFI size and performance, and large 
institutions had performed better on this Principle 
than their smaller counterparts. In the aftermath of 
the 2010 Andhra Pradesh crisis, the larger MFIs 
(with portfolio sizes of more than $10 million) 
had increased demands from their funders (social 
investors and banks) to demonstrate strong practices 

17. Daniel Rozas, Implementing Client Protection in Microfinance: 
State of the Practice, 2011 (Washington DC: Smart Campaign, 
2011), available here.

around over avoidance of over-indebtedness. This, 
in combination with the above mentioned regulation 
around limiting the number of loans and setting 
maximum debt thresholds, contribute to the fact that 
these MFIs show adequate level of commitment in 
terms of policy and practices. While the crisis in 2010 
affected smaller MFIs as well and increased their 
awareness on responsible lending, smaller institutions 
were struggling to overcome funding issues and were 
mainly focused on ensuring sustainability.  

Consistent with the global trend, there is a link 
between the MFI size and performance, and large 
institutions had performed better on this Principle 
than their smaller counterparts. In the aftermath 
of the 2010 Andhra Pradesh crisis, the larger MFIs 
(with portfolio sizes of more than $10 million) 
had increased demands from their funders (social 
investors and banks) to demonstrate strong practices 
around over avoidance of over-indebtedness. This, 
in combination with the above mentioned regulation 
around limiting the number of loans and setting 
maximum debt thresholds, contribute to the fact that 
these MFIs show adequate level of commitment in 
terms of policy and practices. While the crisis in 2010 
affected smaller MFIs as well and increased their 
awareness on responsible lending, smaller institutions 
were struggling to overcome funding issues and were 
mainly focused on ensuring sustainability. 

Strengths

The majority of MFIs in the sample track PAR on 
a monthly basis and perform regular checks for risk 
of over-indebtedness, especially when opening new 
branches and expanding to new geographies. Tracking 
the enforcement of group guarantees and their link to 
defaults at the individual level helps microfinance 
institutions detect issues of over-indebtedness early 
on. Utkarsh, an MFI in North India, is piloting a 
mechanism to do this in their joint liability group 
methodology. Tracking the frequency at which group 
guarantees have been exercised, and the individual 
defaults that they are linked to, helps the MFI 
understand of the prevalence of over-indebtedness.18

18. The Smart Campaign collaborated with MBK from Indonesia 
and Utkarsh, India to document a tool that describes methods of 
tracking the exercise of group guarantee and factoring it into risk 
profiling. More details can be found here. 
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Both the RBI directives and Smart Campaign 
emphasize evaluating borrowers’ repayment 
capacity and loan affordability. Out of the 
total MFIs assessed, around 70 percent of the 
institutions demonstrated adequate analysis of 
their client’s capacity to repay, and there was 
no clear correlation between the size of an 
institution and quality of repayment capacity 
analysis. In institutions like Ujjivan where 
credit decisions are centralized at the head 
office, there is strong emphasis on cash flow 
analysis based on household surplus and credit 
decisions are based on standard ratios such as 
household surplus to repayment installment. 

Overall, MFIs are sensitive about the risk of 
over-indebtedness and conduct internal audit 
checks on a regular basis. For example, many 
MFIs like Cashpor, GFS, Ujjivan, Equitas, and 
Arohan had their internal auditors interact with 
at least 10 percent of their clients to determine 
their eligibility to get a loan, and understand 
issues around the potential wrong selection of 
clients or multiple borrowing.  

In the last two years, MFIs have realized the 
linkages between repayment patterns and 
product design and have begun to provide 
flexible product options. Regulations have also 
mandated that institutions must offer monthly, 
weekly, and fortnightly repayment options to 
all clients. Given the regulatory requirement of 
not accepting collateral,19 most MFIs’ primary 
product is the Grameen-style group loan. 
However, MFIs are gradually diversifying their 
product options by offering individual, housing, 
gold loans, micro-insurance, pension, and money 
transfer products, albeit at a small scale. Most 
MFIs, except very small MFIs, offer product 
flexibility in terms of loan size and repayment 
options (fortnightly or monthly). Bandhan is an 
example of an organization that offers flexibility 
in repayments by allowing clients who repay 
their loans on time to take a break in repayment 
(installment override) for cases of illness, or 

19. RBI regulations stipulate that loans must be collateral-
free in order to qualify as “priority sector loans.”

death of spouse or immediate family member. Though 
flexibility of the mainstream group-lending product has 
improved over the past two years, regulations on pricing 
and structuring of loan products has inhibited MFIs from 
offering a wide variety of products. 

As stated above, the RBI has clearly defined the lending 
limits, and a majority of the MFIs have adopted these 
limits as part of their credit policy. All MFIs’ loan 
application forms analyzed are designed to capture the 
data on additional debt.

In addition, as per the new regulations in India20, most MFIs 
within our sample shared their data with the two credit 
bureaus Equifax and Highmark.21  However, given that this 
project took place over two years when the credit bureaus 
were in different stages of implementation, the assessments 
do not provide easily comparable data-points. MFIs like 
Equitas, Ujjivan, SKS, GFS, Cashpor, and mid-sized MFIs 
like Swadhaar, Arohan, and Suryoday have made credit 
bureau checks compulsory and loans are approved only after 
clearance from credit bureaus. On the other hand, 40 percent 
of MFIs that contributed their client data to the credit bureau 
were still in the process of including credit bureau checks as 
part of the loan decision-making process. The Industry Code 
of Conduct directive and regulatory requirement have been 
major influencing factors on MFIs submitting their data to 
credit bureau.   

After the crisis, most MFIs moved away from the zero 
percent PAR policy and recalibrated incentives for loan 
officers and other staff. The Client Protection Assessments 
revealed new incentive structure trends. For example, at 
Cashpor, the Managing Director’s bonus is based on four 
weighted criteria: growth and outreach to below poverty 
line households; institutional efficiency and financial 
sustainability; social impact; and client protection and 
leadership. At Bandhan, front-end staff are not provided 
financial incentives, but are rewarded overtime for consistent 
performance in growth in portfolio and maintaining 
portfolio quality.

20. Reserve Bank of India, “Master Circular- Introduction of New 
Category of NBFCs - ‘Non Banking Financial Company-Micro Finance 
Institutions’ (NBFC-MFIs) – Directions,” July 2013, available here.
21. Equifax and Highmark are two credit bureaus that cater to the 
microfinance sector in India.
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The assessment teams also noticed that some MFIs 
did not have any incentive structures but were more 
focused on performance reviews instead. 

Areas for Improvement

While MFI board minutes indicate that the issue 
of over-indebtedness is a concern and part of the 
discussions of most MFI board meetings, it is 
often discussed in general terms. There is scope 
for MFIs to better monitor markets at high-risk of 
over-indebtedness. While some MFIs have started 
using credit bureau data to map high-risk markets, 
industry initiatives around defining high-risk 
markets and sharing data from credit bureaus with 

Box 1:  
Two Unique Approaches in Designing Products Based on Customer Requirements: 

SEWA Bank and IFMR

SEWA Bank, an urban co-operative bank, adopts a lifecycle approach wherein women’s financial requirements are 
mapped from birth to death and products are designed to meet their short, medium, and long-term needs. SEWA 
Bank’s objective is to act as a lifetime friend to its female clients, and design services and products that meet their 
needs. SEWA Bank is committed to continuously learn more about its members through surveys, interviews etc. One 
of the ways used to assess members’ needs is the Exposure Dialogue Program (EDP) or Tanabana (i.e., “interviewing”) 
through the bank staff. As part of the EDP, SEWA Bank staff share the clients’ lives for a few days, observe and analyze 
their vulnerabilities, and come up with strategies to provide the best solutions in terms of financial or non- financial 
initiatives. This bottom-up approach enables SEWA Bank to gather feedback about existing products and services and 
understand the clients’ evolving needs. Through observations, SEWA Bank can reflect on its changing market needs 
and take steps to build long-term relationships with its clients in a sustainable manner.

	  
    
	  

The Kshetriya Gramin Financial Services (KGFS) model was designed by IFMR Rural Finance as a next generation 
financial products and services delivery model for unbanked communities. It operates under the Principles of focused 
geographic commitment, client wealth management, and offering a broad range of products. There is added emphasis 
on designing products specifically to meet the local geographic profile of clients and match their income streams. In 
addition, IFMR has developed a wealth management approach, which generates a Financial Wellbeing Report (FWR) 
for each client’s household, taking into account current assets and liabilities, cash-flows and future goals. The report 
uses the PGPD framework (Planning, Growth, Protection and Diversification) which is used by IFMR’s field staff (Wealth 
Managers) to recommend specific products to their clients based on their household surplus and financial goals. IFMR 
follows a continuous, methodical and systematic effort to deepen the understanding of clients and strives to maintain 
products and processes that keep customers at the heart of their business.

the microfinance industry could possibly help in 
avoiding debacles like Andhra Pradesh.22 In addition, 
learning from various global initiatives like Bosnia’s 
debt advice center for MFI clients could also help 
in strengthening practices in microfinance in India.23 

22. One such example is the framework developed by Emmanuelle 
Javoy (Planet Rating) and Daniel Rozas to evaluate the risk of 
over-indebtedness: “Microfinance Index of Market Outreach and 
Saturation (MIMOSA)” available here. 
23. UPLUSU’s mission is to “provide its clients with financial 
counseling services and tailored educational programs in the 
field of personal finance management and develop cooperation 
and partnership relations with relevant institutions in Bosnia and 
Herzegovina in order to adequately protect all the participants in 
the financial market.” For more information, see www.uplusu.ba. 
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Since there is confusion on what accounts for a 
“good” repayment capacity analysis across all MFIs, 
it is necessary for MFIs to improve training around 
repayment capacity. When assessing repayment 
capacity analysis for group lending (such as the 
Grameen Lending model), the client protection 
standards24 require MFIs to train their group 
members to assess each other’s repayment capacity 
and specify that the MFI credit decision should be 
based on the opinion of all members within the group. 
Given that the household information captured by 
credit officers was often found to be inaccurate, it is 
especially important for an MFI to ensure that credit 
officers and clients are trained adequately on how to 
assess group members’ repayment capacity.

Finally, while most MFIs conduct internal audit 
checks to monitor over-indebtedness, the depth of 
analysis varies across institutions. In order to instill 
comprehensive audit checks, it is necessary for the 
internal auditor to ensure that policies are adhered 
to at the field level, and that the internal audit team 
visits a representative sample of clients on a regular 
basis, including clients who have defaulted or whose 
loans have been rescheduled.

3.2.2 Transparent Pricing

The primary focus of transparent pricing is 
communicating product information in a way that 
allows clients to make informed decisions. This 
communication, particularly concerning pricing 
information, must begin before borrowing or opening 
an account.The core component of transparency 
is pricing disclosure, including how clearly and 
understandably a provider presents interest rates, 
fees and charges; compulsory purchases (such as 
insurance); other factors that affect the economic value 
of a loan or other product; minimum saving balances; 
and to what extent the resulting pricing can be 
compared across different providers. This also means 
communicating effectively with clients who may not 
be literate. Moreover, commitment to transparency 
continues after the initial loan disbursement or savings 
deposit, with the MFI providing account statements 
and being responsive to balance verification requests. 

24. For more information on the Client Protection standards, 
refer to the Smart Campaign website here. 

Both the RBI and the Industry COC require disclosure 
prior to disbursement of a loan, with the interest 
rate calculated on a declining balance, and the clear 
communication of processing fees and other charges. 
MFIs are also required to declare the APR and monthly 
rate and to maintain formal records of all transactions.

While average score on this Principle for the 18 MFIs 
assessed is 3, a little over half (10 MFIs) were able meet 
the standards (see Figure 5). The highest score for the 
Principle was 4.0 and the lowest was 1.9. The Smart 
Assessors have observed a definite improvement from 
2010 to 2013 in terms of readiness of MFIs to share 
information on pricing and loan product terms and 
conditions. These improvements have been fueled 
by the new regulation and a stronger commitment to 
implement the Industry Code of Conduct.

Figure 5. Transparent Pricing: Scoring for all 
Assessments* 
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Analysis by Region and Size

Figure 6 shows the average scores on Transparent 
Pricing by region and portfolio size.
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Figure 6. Transparent Pricing by   
Region and Size
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Scores across all regions on Transparent Pricing were 
adequate or above adequate except in Eastern India. 
MFIs in Eastern India had an average score of 2.5, which 
indicated that there was still room for them to improve 
their practices, specifically on disclosure of total costs, 
improvement of loan contracts and communication 
of collection practices. As with Prevention of Over-
Indebtedness, large MFIs with portfolio sizes of more 
than $10 million (Rs.600 million) were able to meet 
adequate standards. MFIs with portfolio sizes of 
less than $10 million lacked both staff resources and 
knowledge to implement strong practices. They were 
also unable to support staff training to ensure effective 
communication with clients.

Strengths

In 2010, MFTransparency25 was the first initiative 
on transparency in the microfinance industry in 
India. Following the implementation of the RBI 

25. Microfinance Transparency (MFTransparency) works 
towards enhancing industry-wide transparency by publicly 
disclosing the APR (Annual Percentage Rate), EIR (Effective 
Interest Rate) for all participating intuitions. Costs of 
each institution’s main products are displayed on the 
MFTransparency website along with a sample loan card.

regulatory directives and the COC guidelines, MFIs 
have worked to create an enabling environment to 
raise the bar on transparency in India.  

Even before a client procures a loan, it is vital that 
she/he understands the product pricing and terms. 
Since most MFIs in India follow the group lending 
model, which typically involves a promotional 
meeting followed by a Compulsory Group Training 
(CGT) and Group Recognition Test (GRT), field 
staff have multiple opportunities to interact with 
a client. Assessment results indicate that over 80 
percent of the MFIs (16 MFIs) have instituted 
adequate practices to ensure that product terms and 
conditions are communicated to clients prior to loan 
procurement. While there was significant diversity 
in the way CGTs and GRTs were conducted across 
MFIs, some institutions were clearly able to establish 
exemplary practices. For example, Ujjivan and 
Swadhaar distribute fliers in vernacular language 
that includes examples on loan pricing. Equitas has 
adopted “Transparency” as its core value and product 
terms, including insurance fees and the process for 
settlement of claims, are communicated throughout 
the credit process. Grameen Financial Services 
(GFS) conducts an intensive CGT which runs for 
five days for new clients, while SKS has developed 
a unique game to explain the difference between flat 
and diminishing interest rates. In order to help clients 
make informed loan decision, Ujjivan provides 
comprehensive brochures to its clients (see Box 2).  

In the case of KGFS, clients are encouraged to enroll 
as members on initial contact. Wealth managers 
regularly engage with members to explain the 
financial products that best suit the household cash 
flows. Management at KGFS emphasizes providing 
sufficient time to clients to make informed decisions 
and there is no pre–defined timeline for clients to 
make a decision. Over 70 percent of the MFIs 
demonstrated that their staff were trained effectively 
to communicate with their clients. For example, 
Swadhaar has developed comprehensive brochures 
in vernacular language to train its field staff, while 
GFS follows an intensive 28-day training program 
for all new staff, at the end of which staff are required 
to create their own individual operational manual in 
their local language.  
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Box 2:  
Maintaining Transparency Through  

Brochures: Ujjivan

Ujjivan, a leading MFI focused on the urban poor based in Bangalore, Karnataka, strives for open and transparent 
interactions with customers by providing information that goes beyond what is required. It provides comprehensive 
brochures to prospective clients, such as marketing and training materials for Compulsory Group Trainings (CGT) which 
enable a client to take the information home, discuss it with family and friends and get their buy-in, or use it to compare 
loan products before making a decision about taking a new loan. Clients are required to bring the brochure each day to 
the CGT and the Customer Relationship Staff (CRS) trains the clients on various aspects using this information brochure.

Ujjivan uses simple and fun pictures to communicate messages about its products and processes. The pictures, 
accompanied with verbal instructions by Customer Relationship Staff (CRS), are far more effective than mere verbal 
communication. Using brochures makes it easier to interact with clients and also minimizes the probability that the 
CRS will miss communicating information, as the brochure provides a clear framework for what should be covered. 

The brochure content is also updated on a regular basis, and translated into regional languages depending on what 
needs to be communicated or emphasized at a given point of time. The cost per-unit of the brochure (sample below)  
is relatively low because of Ujivan’s scale.25 

26. As of November, 2013 Ujjivan had 1,247,867 clients.
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In India, regulatory requirements have influenced a 
standardized method for the disclosure of interest 
rate, fees and insurance. As mandated by the 
regulation, all MFIs were found to be disclosing 
interest rates on a declining basis. Interest rates, fees 
and insurance amount were pre-printed in client’s 
passbooks and included in loan agreements. Some 
MFIs were found to be explaining the difference 
between ‘flat’ and ‘declining’ interest rates to 
clients. Cashpor had passbooks that mentioned the 
total costs that are paid by clients (interest plus 
fees) in aggregate rupee terms and Ujivan clients 
were able to quote the total amount they needed to 
pay. In addition, Cashpor partnered with Eko India 
Financial Services Ltd (Eko) to allow clients to open 
savings accounts (through ICICI Bank) using mobile 
technology platform that updates and provides SMS 
receipts immediately as the savings transaction is 
completed. The technology also enables clients to 
check their account balances anytime, and shows at 
least five transactions in the mini-statement.

In general, MFIs were conscious about updating loan 
cards on a regular basis in center meetings. In case 
the passbooks were pre-printed and had principal and 
interest separately recorded, it was relatively easier 
for the clients to check their outstanding balance by 
referring to the passbooks.  

Areas for Improvement

The analysis highlighted the need to develop robust 
standards for specific products such as pensions, 
payments, and gold loans. These standards should be 
accompanied with staff training to ensure that staff 
communicate the pricing and terms in a way that is 
clear to clients. With pricing caps and regulatory 
directives on communicating interest rates, MFIs 
are disclosing interest rates to their clients in a 
standardized manner. 

The analysis also highlighted that when MFIs were 
offering multiple loan products, it was difficult for 
clients to maintain multiple documentation and they 
were sometimes confused between the products and 
pricing. Hence, it might be useful for institutions to 
provide comprehensive passbooks/products briefs 
which can be used as a reference by clients. 

3.2.3 Responsible Pricing

When considering responsible pricing, industry 
standards consider loan affordability, product value 
to clients, and institutional sustainability. Under this 
methodology, assessments examine the institution’s 
prices vis–à–vis the market in which they operate. 
It must also be noted that transparent pricing is a 
precondition for responsible pricing, because pricing 
information must be available at the market level 
in order to determine how a specific institution’s 
pricing compares to other market options. 

When evaluating responsible pricing, Smart 
Assessors benchmark an MFI’s prices against 
its peers, using product pricing data from 
MFTransparency when available, and supplement 
it with efficiency and profitability data from the 
MIX (www.themix.org) and other sources. Where 
MFTransparency data is unavailable, portfolio yield 
is used as a proxy for the price. 

More than 30 developing and transitional countries 
have instituted some form of interest rate controls 
or caps, as a way of preventing clients of financial 
services from being exploited.27 Loan pricing in 
India for MFI-NBFCs is determined by regulation 
whereby, average interest rates for the main product 
are capped at 26 percent.28 MFIs are allowed to 
exceed the cap of 26 percent for individual loans. 
However, the difference between the minimum and 
maximum interest rates levied by the institution must 
not exceed 4 percent, thereby effectively capping the 
interest on all loans at 30 percent. MFIs also cannot 
charge more than 1 percent in fees on the gross loan 
amount and they can recover only the actual cost of 
insurance to be remitted to the insurance company 
with no additional commissions or charges payable 
to the MFIs. Smart Assessments suggest that 
regulations have indeed pushed the MFIs to reduce 
their interest rates and most MFIs were found to 

27. Daniel Rozas, Implementing Client Protection in Microfinance: 
State of the Practice, 2011 (Smart Campaign: Washington, DC: 
2011), available here.
28. Through its latest circulars, the RBI has now marginally 
relaxed norms on interest rates. While there is no explicit cap, 
RBI has defined the margin applicable to MFIs as 10 to 12 percent 
based on the size of the institutions – thus imposing an indirect 
interest cap. However, institutions still continue to largely adhere 
to the 26 percent interest cap.
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have an APR (interest including fees, but excluding 
insurance charges) in the range of 23 to 28 percent 
on their main products.

Figure 7. Responsible Pricing: Scoring for All 
Assessments*  
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Principle 2B: Responsible Pricing : MFI Assessment Scores  

*The green dotted line corresonds to the average for the MFI 
sample; the blue line corresponds to the adequate score of 3.

The average assessment score for Responsible 
Pricing was highest among the Principles at 3.3. 
The highest score was 4.3 and the lowest was 
2.6. Overall, within the sector, MFIs were highly 
sensitive towards regulation and demonstrated 
strong practices around this Principle. However, the 
regulation was severely affecting ability of smaller 
MFIs to achieve sustainability as the incomes from 
interest rates and fees were insufficient to cover their 
operating expenses, and driving more MFIs towards 
offering standardized products and higher loans. 
Indeed, in order to be sustainable, the majority of 
MFIs were offering loans above Rs. 6000, which is 
permissible under the regulation. 

In order to be able to meet the regulatory pricing 
requirements, most MFIs were trying to reduce 
their operating expenses, and data from the sample 
suggests that MFIs which were offering relatively 
higher loan sizes were able to improve their 
efficiency. 

Analysis by Region and Size

Figure 8 shows the average scores on the Principle of 
Responsible Pricing based on region and portfolio size. 

There was no apparent correlation between regions 
and scoring on Responsible Pricing. All MFIs in 
the sample showed strong practices on Responsible 
Pricing. MFIs in Northern India had the highest 

scores. MFIs with higher portfolio sizes had showed 
better performance on this Principle. Few start-up 
MFIs, with portfolio size of less than $10 million (Rs. 
600 million) incurred losses because of the funding 
scarcity (especially debt) in the sector following the 
crisis, and their inability to charge higher interest rates 
to cover their operating expenses. However, even 
these were close to meeting the adequate standards. 

Figure 8. Responsible Pricing by Region & Size
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Strengths

Since 2011, pricing was highly competitive and 
almost uniform across MFIs, mainly because of 
the regulation. Overall, despite shrinking portfolio 
sizes, the majority of the MFIs (70 percent) were 
able to contain their OERs below 16 percent. From 
the beginning, KGFS has adopted a unique approach 
of assuming a fixed OER of 7.5 percent. Institutions 
like Equitas also have a specific target OER (about 8 
to 9 percent), and work towards reducing their costs 
through the application of a core banking system 
(TEMENOS).

Across many large and mid-sized MFIs, there was a 
trend driven by MFI boards to self-regulate and cap 
RoE around 20 to 25 percent. The majority of MFIs 
in South and East India were still in recovery and 
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consolidation mode. However, despite the fledgling 
profitability ratios, there was a strong commitment 
amongst MFIs to re-invest their profits for the benefit 
of their clients. Some MFIs demonstrated their 
commitment towards reducing the prices further (i.e., 
KGFS), while others like Bandhan, Cashpor and Sonata 
were reinvesting a portion of their profits back to the 
community through their development initiatives. A 
pre-condition to responsible pricing is transparency 
and institutions like Cashpor, Sonata, SEWA Bank 
and Equitas were not only allowing clients to close an 
account before term without additional charges, but 
were clearly communicating the same to their clients 
effectively as part of their credit process.

3.2.4  Appropriate Collections Practices

In order to comply with this Principle, MFIs are 
required to treat clients with dignity even when they 
fail to meet their contractual commitments. Due to 
allegations of coercive behavior by MFIs during 
the Andhra crisis, the RBI issued specific mandates 
prohibiting harassment of clients, including 
bothering clients at odd hours or using force. The 
regulation also indicates that recoveries need to be 
conducted at a central designated place and that staff 
can only visit clients’ workplace or home if the client 
fails to appear at the central designated place for two 
or more successive occasions. These guidelines have 
been reiterated in the Industry Code of Conduct of 
Sa-Dhan and MFIN.

Figure 9. Appropriate Collections Practices: 
Scoring for All Assessments*
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Principle 3: Appropriate Collection Practices : 
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*The green dotted line corresonds to the average for the MFI 
sample; the blue line corresponds to the adequate score of 3.

Most MFIs had close to adequate or adequate 
performance for this Principle. This is due not only 
to the regulation but also because they increasingly 
recognize the potential risks of abuse associated 

with the collections process, and the need to have 
clear guidelines for staff. The average score on this 
Principle was 3 while the highest was score was 4.1 
and the lowest was 2.1. 

Analysis by Region and Size

Figure 10 shows the average scores on the Principle 
of Appropriate Collections Practices on the basis of 
region and portfolio size. 

Figure 10. Appropriate Collections Practices by 
Region and Size
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2

MFIs with PAN-India presence had the highest average 
score of 3.6 while the lowest average score was 2.8 
for MFIs in Eastern India. MFIs in Eastern India have 
scored relatively lower because they were startup 
MFIs (less than $10 million). Small MFIs in Eastern 
India did not show evidence of the use of coercive 
practices. Rather, their lower scores are due to the 
absence of appropriate policies and systems to detect 
staff behavior violations. The lack of such policies 
and systems put clients at risk (especially during the 
collections process) as it makes it more difficult for the 
MFI to ensure consistency of appropriate treatment of 
clients across branches and over time.
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Strengths

To ensure that collections practices are appropriate, 
organizations must clearly spell out prohibited actions in 
their employee handbook. At a basic level, this promotes 
a common understanding amongst field staff of how 
they should behave towards clients. It also reduces 
the prevalence of situations where staff individually 
defines what constitutes appropriate behavior, which 
can vary widely.29 Most MFIs had a delinquency policy 
with clear do’s and don’ts. In particular, Swadhaar has 
a delinquency policy with an escalation matrix and 
specific directives for staff to provide clients with a 
choice of place of collection, sufficient notice prior to 
collection visits and not disturbing clients at odd hours 
or at odd places, or using intimidating tactics.30 

Much of staff behavior in the field is governed by the 
trainings staff receive. Following the Andhra crisis, 
most MFIs (90 percent), have invested in soft skills 
training to ensure that staff behave appropriately with 
their clients. Some institutions, like SKS, have started 
to invest significant resources in conducting basic 
Code of Conduct training, which included examples of 
clear do’s and don’ts. Others, like Janalakshmi, have 
developed a special training for its collection staff that 
manages difficult accounts. Janalakshmi uses real-
life examples during its trainings and also conducts 
regular refresher trainings every three months based 
on its internal audit teams findings. At Equitas, staff 
need to be certified by a “Regional Trainer” and must 
repeat the course until achieving certification.   

In order to ensure that staff maintain high ethics even 
while handling delinquent clients, it is critical for 
MFIs to communicate the sanctions that are linked to 
violations of expected good staff behavior. Within our 
sample, MFIs displayed mixed performance. Those 
that performed well had begun to set up systems 
to detect behavioral violations and had set up a 
‘Whistleblower Policy’ to detect any wrongdoing or 
violations of the Code of Conduct. Well-performing 
institutions have also set up clear penalties for policy 
offenders and held staff accountable for their actions. 

29. Daniel Rozas, Implementing Client Protection in Microfinance: 
State of the Practice, 2011 (Washington, DC: Smart Campaign, 
2011), available here.
30. Swadhaar’s collection policy has been awarded as recognized 
as an example to follow by the Campaign. Details here.  

In India, where MFIs are prohibited from providing 
collateralized loans in order to qualify as priority 
sector loans, they were prudent in ensuring that loans 
were provided only on the basis of group guarantees 
and that at no time assets supporting clients’ basic 
needs were taken as collateral. 

MFIs in India recognize the need for loan 
rescheduling, especially in the case of non-willful 
default. Institutions show mixed performance 
on rescheduling, with 50 percent of the MFIs 
showing clear rescheduling practices. Institutions 
like Cashpor, Ujjivan, and Swadhaar have a clear 
written rescheduling policy with defined protocols 
for common distress situations. On the other hand, 
the “Customer friendly recovery policy” of Equitas 
offers reasonable flexibility in repayment for clients 
experiencing genuine repayment problems, and in 
extreme cases Equitas waives up to 50 percent of the 
loan amount. Cashpor has clearly defined staff actions 
and rescheduling norms for common delinquency 
situation. Cashpor also provides emergency loans 
to its mature clients to help them when they are 
experiencing repayment problems. At Ujjivan, when 
there are mass defaults due to natural calamities or 
accidents (i.e., fire) the institution conducts special 
Group Recognition Tests (GRTs). Through these 
special GRTs, the institution and members come to 
a decision on loans extensions/repayment holiday or 
add-on loans to distressed group members, in order to 
provide them immediate relief in case of calamities.  

Areas for Improvement

For MFIs, it is vital to have re-scheduling policies 
and follow written protocol to allow for flexibility 
when needed, but also prevent automatic (and 
possibly unwarranted) debt extensions. Ad-hoc 
rescheduling is a risk to the institution and the client. 
There is room for MFIs to have a more formalized 
approach towards loan rescheduling. Most of the 
time, loans were rescheduled on a case-by-case basis 
and rescheduling decisions were taken by the field 
staff. Institutions did not always have information 
on the number of loans rescheduled and their causes 
were not always documented adequately.
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3.2.5 Ethical Staff Behavior 

MFIs measure up to this Principle by creating a 
corporate culture which values high ethical standards 
among staff and ensures that safeguards are in place 
to prevent, detect, and correct corruption or client 
mistreatment. The Industry Code of Conduct not 
only outlines guidelines that staff should follow to 
treat clients respectfully, but also emphasizes on the 
importance of complying with these guidelines and 
reporting any deviations to the Board of the MFI.

Figure 11. Ethical Staff Behavior: Scoring for All 
Assessments*
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With an average score of 3.1, MFIs demonstrated 
adequate practices on this Principle. However, there 
was significant variation between the highest score 
(4.1) and the lowest score (1.5). Out of the total 
18 MFIs, over 60 percent demonstrated adequate 
practices.

Analysis by Region and Size 

Figure 12 shows the average scores on the Principle 
of Ethical Staff Behavior on the basis of region and 
portfolio size. 

Figure 12. Ethical Staff Behavior by Region  
and Size

3.5 
2.8 

3.3 
3.1 

2.9 

0 1 2 3 4 

Pan India 
East 

South  
North  
West  

Principle 4: Ethical Sta  Behaviour: 
Avg. Score by Region 

2.4 

3.1 

3.3 

0 0.5 1 1.5 2 2.5 3 3.5 

< 10 

10 to 30  

>30 

P 4: Avg. score by size  
(portfolio outstanding in $ million) 

MFIs with PAN-India presence have demonstrated 
more than adequate practices on this Principle, while 
MFIs in the Western and Eastern regions had a few 
areas to improve but were close to meeting adequate 
practices. As with the other Principles, MFIs with 
portfolio size of more than $10 million (Rs. 600 
million) were able to meet adequate client protection 
standards. Even though some of the smaller MFIs fell 
short of meeting adequate client protection practices 
for this Principle, they were all conscious about the 
need to not use coercive practices and had clear staff 
mandates on not to exercise harsh behavior. They 
also had strong policies around collaterals and their 
Code of Conduct and values were well defined, with 
clear reprimands for issues like fraud.

Strengths

In order to institute high standards for ethical staff 
behavior, it is vital for organizations to value and 
reward the standards established in a Code of Ethics 
(or Code of Conduct). The Code of Ethics needs 
to be a living document. There is a higher chance 
of compliance if it is approved by the Board, and 
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if the human resources department uses it to assess 
employee performance. Cashpor has a well-defined 
zero tolerance policy for violation of the Code of 
Conduct and has a redress committee for ethical 
issues to safeguard the interests of clients. A 
violation of the Code is considered serious, and in 
some instances in the past had led to civil liability 
or even criminal prosecution. Almost all the MFIs 
assessed value the organization’s corporate culture 
and are making efforts to reward exceptional 
efforts of employees. Most institutions have either 
developed their own unique Code of Conduct or 
had institutionalized the Industry Code of Conduct. 
The Industry Code of Conduct was adopted in full 
by many organizations – it was approved by many 
MFIs and even Boards of new generation MFIs 
such as Utkarsh and Suryoday had empowered their 
executive directors to take necessary actions to 
implement the Code and had incorporated it in the 
human resources manual. 

Around 50 percent of the MFIs have strong 
recruitment practices and demonstrated preferences 
to recruit staff from the same market segment as the 
clients. In Arohan, staff were selected on the basis 
of a written test and a personal interview. During 
personal interviews, Arohan used case studies to 
recreate real-life situations to test candidates. MFIs 
showed mixed practices in terms of performance 
evaluations and some MFIs demonstrated strong 
practices. For example, Bandhan staff appraisal 
includes assessment of qualitative indicators such 
as staff cooperation, communication, understanding 
and assimilation of core values (refer to Box 3). The 
majority of the MFIs assessed recognize the need 
for third-party checks to monitor staff behavior 
and have put in place an internal audit team or 
risk management team to detect any failures in the 
implementation of procedures.

Box 3:  
Use of Non-Financial Incentives to Manage 

Performance at Bandhan

Bandhan, India’s largest MFI operating in 19 states, 
caters to about 25 percent of clients in the Indian 
microfinance space. Bandhan’s accomplishments 
and high performance are the culmination of 
teamwork, high level of commitment, enthusiasm 
and motivation amongst employees both in the 
field and at head office. 

Bandhan has de-linked monthly salaries from 
performance and believes in a longer-term view of 
staff performance. It believes that immediate financial 
rewards might lead to inappropriate practices and 
hence provides long-term staff incentives through 
promotions and career progressions. As a matter of 
policy, Bandhan tries to fill all its positions internally 
by conducting annual appraisals and written tests for 
promotion. All staff are offered a clear career path and 
adequate opportunities are provided to performing 
staff to quickly advance in their careers. This acts as 
a long-term incentives that not only helps build staff 
loyalty and commitment, but also deliver operational 
results. Career advancement through promotions is a 
powerful motivator that leads to high level of trust and 
dedication for the company and its clients.  

Areas for Improvement 

In order to instate high ethical standards within 
organizations, it is vital that managers and 
supervisors review ethical behavior, professional 
conduct and quality of interaction with customers 
as part of staff performance evaluations.While large 
MFIs have started reviewing staff ethics as part of 
their performance review process, there is still scope 
for mid-size and small MFIs to strengthen staff 
their processes by including qualitative aspects like 
adherence to the Code of Ethics of the organization.

3.2.6    Mechanisms for Complaints Resolution

The RBI, the Industry Code of Conduct, and the 
Smart Campaign all emphasize that institutions 
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must have an effective mechanism in place to handle 
client complaints. This is a critical feedback channel 
that allows the resolution of specific problems and 
lets clients share their concerns, including when 
they have been mistreated by a member of the MFI’s 
staff or don’t understand the terms and conditions 
of products. Surprisingly, the average score for this 
Principle was 2.7, less than adequate and the second 
lowest score amongst all Principles. Overall, there 
were significant variations in the practices of MFIs 
and this was manifested by the variation between 
the highest (4.5) and the lowest scores (1.5). Most 
of the MFIs have established complaint resolution 
mechanisms such as a call-in number or suggestion 
boxes and have set up systems to respond to 
grievances on a timely basis. The lower scores were 
driven by the fact that these mechanisms were not 
always effective. Since the scores for this Principle 
were relatively lower, the Campaign, has engaged 
with several MFIs to help them upgrade their 
practices.

Figure 13. Mechanisms for Complaint 
Resolution: Scoring for All Assessments*

0 

1 

2 

3 

4 

5 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 

Principle 5: Mechanisms for Complaint Resolution: MFI Assessment Score  

*The green dotted line corresonds to the average for the MFI 
sample; the blue line corresponds to the adequate score of 3.

Analysis by Size and Region

Figure 14 shows the average scores on the Principle 
of Mechanisms for Complaints Resolution on the 
basis of region and portfolio size. 

Figure 14. Mechanisms for Complaints 
Resolution by Region and Size
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MFIs in North India and with PAN-India presence 
demonstrated adequate practices. However, MFIs in 
the West, East and South had scored below adequate. 
There was no straightforward correlation between 
size of the MFI and average scores on this Principle. 
However, large PAN-India MFIs were better 
equipped to meet the adequate standards and had the 
highest scores. MFIs which scored lowest were also 
the smallest, and while they had established feedback 
system, they lacked a formalized policies and 
adequate staff training on how to handle complaints.

Strengths 

According to Ujjivan a staff member, “A 
comprehensive complaint resolution policy helps 
to build a consistent understanding across the 
organization on recognizing the importance of 
client feedback and provides clear guidance on 
how to address complaints.” A policy is what drives 
practices, and over 70 percent of the MFIs within 
the sample recognized this and had developed broad 
policies or frameworks for complaint handling.  
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Within the sample, over 60 percent of the MFIs were able 
to demonstrate that they had staff resources dedicated 
to complaints resolution and that the complaints system 
was actively used. Institutions like Ujjivan follow a 
proactive approach in soliciting complaints through 
their branch-level customer care representatives (see 
Box 4). Cashpor offers multiple channels, and has 
dedicated staff to handle complaints. It also conducts 
client meetings in branches twice a month. During 
such meetings, clients or their spouses can directly 
meet the branch managers without prior appointment 
and register their complaints. Many institutions like 
Utkarsh and SKS have established their grievance 
redress Ombudsman. The Ombudsman’s mandate is to 
resolve member complaints that remain unresolved at 
the MFI level.  

A complaint resolution system can be fully 
operational only if clients are aware and use the 
mechanism to raise their complaints or queries. The 
assessment team found that around 50 percent of 
the MFIs were effectively communicating with the 
clients and in general clients were aware about how 
to register their complaints. Institutions that scored 
well communicated the information on appropriate 
feedback channels at multiple points during the 
credit process like CGT, GRT, and disbursements. 

Some institutions like Cashpor verify client 
awareness and satisfaction of the grievance redress 
mechanism in their annual client satisfaction surveys. 
Sonata conducts client household visits to verify if 
complaints were resolved. At Cashpor, the internal 
auditors check the grievance registers to verify if 
complaints had been settled satisfactorily both at the 
branch and the head office levels. Despite the fact 
that complaints resolution is primarily recognized by 
institutions as a mechanism for addressing customer 
complaints, a few institutions (i.e., Ujjivan, Cashpor, 
and Sonata) use their client feedback to inform 
changes and improvements within the organization.
31

31. Ujjivan conducts “Centre and Group Leader” meetings at 
branch locations on a quarterly basis. Additionally, public Centre 
Leader meetings are conducted at different branch milestones such 
as 1,000 clients. These meetings are attended by representatives 
from different departments/ management and used to collect client 
feedback.

Box 4:  
Building a Culture of “Excellence”  

in Service at Ujivan

From 2009, Ujjivan established a Service Quality 
department and developed a detailed grievance policy 
providing multiple channels for client complaints and 
a time-bound framework for complaints resolution. 
Clients have multiple options to register their 
complaints: (1) Customer Care Representatives (CCRs) 
in respective branches; (2) Written complaints through 
a system of customer complaints at branch; (3) Toll 
Free numbers; (4) Customer connect programs30; and 
(5) Interviews with drop-out clients. 

The CCRs are selected by Ujjivan based on their ability 
to interact well with clients. CCRs are trained at least 
four times a year, to ensure that they reach out to clients 
effectively. The CCR proactively reaches out to clients 
through field trips and center meetings and receives 
walk-in complaints from the branch. From simply 
using a spreadsheet to record complaints, Ujjivan has 
upgraded to a customized software, “V-Tiger,” which 
allows the CCR to log in the complaint on the same 
day and to be viewed by the Service Quality Manager. 

The success of Ujjivan complaint resolution 
mechanism rests on three pillars: CCRs, continuous 
trainings, and the software that helps to track 
complaints as soon as they are logged in. Timely 
feedback has helped Ujjivan to make improvements 
in its policy and processes. 

As a consequence of the effective implementation 
of the complaint resolution mechanism, staff 
productivity at Ujjivan has risen steeply from 400 to 
700 borrowers per CRS (i.e. loan officers) in mature 
branches, boosting productivity and efficiency 
of business operations. With the introduction of 
CCRs, CRS has exclusively focused on fulfilling 
business transactions, thus helping Ujjivan align 
to the stringent RBI norms on MFI margins. Ujjivan 
implemented responsible practices for client 
grievance redress mechanism not just to comply 
with regulatory norms, but also from a pragmatic 
business need to improve customer retention rates. 
CCRs have been able to convert 30 percent inactive 
clients into active borrowers and helped to prevent 
drop-outs by proactively resolving the complaints 
of customers who intended to drop-out. 

For the case study please refer to Smart Campaign 
website at www.smartcampaign.org/tools-a-resources.
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Areas for Improvement

While MFIs in our sample are making efforts to set 
up an effective complaint mechanism, a significant 
number are not able to encourage their clients to 
use it. In many cases, while MFIs have a complaint 
policy, they are not always communicated to clients. 
A consistent gap was a lack of communication with 
clients on how to register their complaints. Over 60 
percent of the MFIs report that their staff are not 
specifically trained on how to register complaints 
or even to document or escalate them. Hence, there 
is room for MFIs to develop customized trainings 
to enable staff to respond appropriately to client 
complaints. 

In addition, MFIs also need to work on monitoring 
complaint resolution, to ensure that all complaints/
queries are handled satisfactorily, and to analyze 
the nature of the complaints. Most of the time, 
clients provide feedback/complaints to field-level 
staff and are never documented or shared formally 
with senior management. Very few MFIs use client 
feedback to improve practices and products. Given 
that this feedback is crucial for MFIs, the Campaign 
is working with IFC partners such as Swadhaar on 
formalizing the client feedback loop.   

3.2.7 Privacy of Client Data 

The core of the Privacy of Client Data Principle is 
the acknowledgement that client data belongs to the 
client, and not to the institution and that misuse of the 
data has the potential to harm clients. Both staff and 
clients should know how client data will be collected 
and used and client data should be protected. In 
India, the Reserve Bank emphasizes the need to get 
written permission from clients before sharing their 
data with a third party. 

Figure 15. Privacy of Client Data: Scoring for All 
Assessments*
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sample; the blue line corresponds to the adequate score of 3.

The average score for the Principle was 2.4, and 
clearly shows that this is an area that is not prioritized 
by MFIs in India. The highest score was 3.2 and the 
lowest score was 1.3. Over 70 percent of MFIs had 
scores less than adequate, while only 28 percent 
were able to meet adequate standards. 

Analysis by Size and Region

Figure 16 shows the average scores on the Principle 
of Privacy of Client Data on the basis of region and 
portfolio size. 

Figure 16. Privacy of Client Data by Region  
and Size
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Because PAN-India MFIs in our sample were subject 
to more stringent regulations,32 they were closer to 
meeting the adequate standards. All MFIs irrespective 
of size were unable to meet the privacy of client data 
requirements and demonstrated weaker policies. 

Strengths 

Most MFIs in India still do not recognize the need to 
have a privacy policy, mainly because of institutional 
culture or the lack of emphasis on behalf of the 
regulator. SKS, which is listed on the stock exchange 
and is highly regulated, has a strong privacy policy 
that categorizes information according to the level 
of confidentiality and lays out specific processes for 
handling each category (see Box 5). Despite privacy 
gaps, most MFIs were found to keep their client 
files and documents secure and have an IT policy 
with a clear matrix showing how to protect client 
information through password and accessibility 
rights. Equitas, a technology-driven MFI, has put in 
place effective mechanisms to protect data in the IT 
system and train staff on data protection (refer to Box 
5). Most MFI staff are also aware about maintaining 
security and integrity of client information. 

In addition, as required by the Code of Conduct, 
MFIs are getting client consent (through their 
signatures on loan agreements) to share their data 
with third parties such as credit bureaus or banks. 
Also, MFIs that store their databases in external data 
warehouses have strong contracts with the service 
providers to deter them from misusing client data.

32. MFIs that are considered systemically important (Gross 
portfolio of over Rs. 100 Crore or around $20 million) are closely 
monitored by the RBI with half-yearly or annual audits undertaken 
by RBI’s oversight staff.

Box 5: 

Well-Written Privacy Policy, Secure IT Systems, 
and Staff Trained to Protect Information

SKS has a written policy on sharing client information 
with external parties. It clearly categorizes types 
of information into “confidentiality critical” and 
“confidentiality sensitive” and lays down the process 
for handling each category. SKS also has a policy on 
privacy of client data which is applicable to all SKS 
employees. The policy states that SKS does not share 
client data with anyone except regulatory authorities 
like RBI, credit bureaus, self-regulatory organizations,32 
courts, and government agencies for the purposes of 
meeting compliance requirements. SKS ensures that 
its MoUs with service providers and non-disclosure 
agreements are comprehensive and cover client 
confidentiality of information prudently.

Secure IT Systems and Staff Trained  
to Protect Confidentiality

Equitas is the first MFI in India to have a core banking 
solution, TEMENOS - T24. This product is an extension 
of T24 Banking software, developed specifically for 
microfinance and the community banking sector. 

Client information is highly secured and well protected 
in TEMENOS, with defined user access and passwords. 
Entire back office staffs are trained in the usage of 
this system. Branch staff do not have access to client 
data, except what is necessary to handle collections 
through the collection sheets. Equitas has a distinct 
client filing system and safe storage of the client 
information files. Soft copies of client files are stored in 
the software while hard copies of client files and loan 
documents are coded, stacked and kept secured at a 
data warehouse in Chennai. Equitas invests regularly 
in IT audit and maintenance to review client security. 
Regular audits ensure that there are no loopholes in 
the security.

33

33. Self-Regulatory Organization refers to Sa-Dhan and MFIN and 
other regional networks. 
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Areas for Improvement

MFIs demonstrated weaknesses on this Principle 
in part because of a few drivers – lack of external 
regulation, institutional culture and lack of recognition 
of the potential risks linked to not protecting client 
data. The majority of MFIs do not have a written 
privacy policy for governing, gathering, processing, 
and distributing client information. 

Only 35 percent of MFIs educate their clients on 
how to keep their passbooks safe. Most MFIs do not 

recognize this to be a big issue and find it mostly 
irrelevant to the Indian context. Since clients are not 
adequately trained to safeguard their information, in 
many instances women were leaving their passbooks 
with the group leaders for prolonged periods. While 
MFIs recognize the need to train clients on loan 
pricing and terms, most MFIs think that clients in 
general are not too concerned about the use of their 
information. Also, clients’ permission is seldom 
procured when taking their pictures for use in 
brochures or websites, mostly because MFIs do not 
feel that their clients would disapprove. 
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CHAPTER 4: IMPROVING PRACTICES THROUGH NEW INITIATIVES 

4.1  Improving Client Protection Practices: Upgrade Projects

Smart Assessments present MFIs with strengths and as well as recommendations on how to improve weaknesses 
in the specific areas where they are falling short of meeting the adequate client protection standards – for instance, 
repayment capacity analysis or collection practices. Based on recommendations from in-depth Smart Assessments, 
a subset of assessed MFIs undertook upgrading project in a specific area where they wanted to strengthen their 
practices. For example, several institutions prioritized the improvement of their complaint resolution mechanisms. 

The Smart Campaign provided recommendations to MFIs on how to implement the CPPs, highlighting the 
tools repository available on the Campaign’s website.34 Where tools were not available or needed, the Campaign 
guided the institution improving practices. While implementation was mainly the responsibility of the MFI, the 
Smart Campaign team monitored progress and conducted field visits when feasible. 

Out of the 18 client protection assessments, the Smart Campaign supported seven MFIs in the design and 
implementation of an upgrade project. The MFIs involved in upgrade projects elected to either (1) work on 
strengthening their complaints resolution mechanism, or (2) focus on all indicators in preparation for the 
Campaign’s client protection certification program.35 

Table 9. List of Upgrade Projects

Complaints Resolution Mechanism 

Ujjivan Financial Services Private Limited 

Swadhaar Finserve

SEWA Bank 

Ratnakar Bank 

Meeting Standards on Client Protection 

Equitas Microfinance 

Sonata

Utkarsh 

4.1.1 Complaint Resolution Mechanism Upgrade Projects 

The first upgrade project in India was initiated in 2012, with Ujjivan. In 2012, Ujjivan was already in the process 
of appointing Customer Care Representatives at the branch level, through its Service Quality Department. 
Complaint Resolution mechanisms were still in their infancy in India and most MFIs were grappling with 
the challenge of meeting adequate standards on this Principle. Thus, the Campaign found in Ujjivan’s case an 
opportunity to collaborate on an upgrade project which could serve as a concrete example to the industry. 

The Campaign suggested tools and resources to Ujjivan such as the “Complaints Analysis Spreadsheet” (English 
and Spanish), Fundación Mundial de la Mujer Bucaramanga (FMMB), Tamweelcom Complaints Handling 

34. Find tools and resources on the Smart Campaign website here.
35. This was possible for MFIs that had few gaps and were close to meeting all client protection standards. 
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Manual (English and Arabic), and Complaints 
Handling Brochure (English and Serbian).

In the case of Swadhaar, the institution already had 
multiple channels to enable its clients to register 
their complaints – toll-free numbers were provided 
to clients and staff at head office was also trained 
to register complaints through a complaint tracker. 
Swadhaar realized that it had multiple feedback 
systems, but that these were not fully utilized. Hence, 
rich feedback was lost and unavailable for further 
analysis. The Campaign worked with Swadhaar on 
setting up a more formalized system at the branch 
level to record complaints and queries and helped to 
introduce a feedback tracker at the branch level. The 
Campaign also helped to strengthen the Grievance 
Redress Policy, to ensure that it covered how the 
complaint resolution channels would be piloted at 
branches, with the expectation that the project would 
roll out to other branches if found successful. 

With its roots in the self-employed workers’ 
movement, SEWA Bank has enjoyed strong 
relationships with its members, who are also its co-
owners in the cooperative framework. Therefore, the 
need for a formal complaint resolution policy was 
not felt until recently. The Andhra crisis highlighted 
the need for formal mechanisms to support the 
institutional beliefs. The Campaign worked with 
SEWA Bank to help define the Complaint Handling 
Policy, by formalizing the multiple informal client 
feedback loops. 

The Smart Campaign conducted an in-depth 
assessment of Ratnakar Bank’s micro-banking 
business, which largely focused on reaching 
the microfinance clients through the Business 
Correspondent Model in partnership with NGOs and 
other partners. Since the bank is highly committed to 
ensure that CPPs are embedded within its business 
correspondent model, the bank plans to set up a 
dedicated client feedback mechanism. 

4.1.2 Upgrading to Meet Client Protection 
Standards  

In 2013, the Campaign launched the Client Protection 
Certification program - an external evaluation by 
licensed certifiers to publicly recognize financial 

institutions that meet adequate standards of care 
in how they treat clients. Certification enables 
financial institutions to demonstrate adherence to 
the Campaign’s CPPs and sets common standards 
on how client protection is measured. 

Smart Assessments help to prepare MFIs for 
certification, and for a few institutions, the results of 
the assessment largely validated their preparedness for 
certification except for a few minor gaps. See Annex 5 
for more information on the assessment methodology. 
Such institutions expressed their desire to partner with 
the Campaign to overcome these gaps in a quick and 
efficient manner, leveraging the Campaign’s existing 
body of knowledge. The Campaign initiated upgrade 
projects with Equitas, Utkarsh and Sonata to support 
them in meeting the standards of client protection. 
The upgrade projects focused on helping MFIs 
interpret the standards, identify gaps, and provide 
tools and resources to help the institutions meet the 
standards. At the end of the upgrade projects, the 
institutions reported to the Campaign on changes in 
policy and process incorporated at the institution. The 
institutions also have a better idea of what it takes to 
achieve certification and have defined clear internal 
plans to reach this goal.

The Campaign’s experience with upgrade projects 
suggests that over the past two years there has been a 
greater willingness amongst institutions to align their 
practices with global standards of client protection. 
However, the challenges faced by institutions in 
implementing the standards are two-fold. First, 
institutions need technical assistance to help them 
meet the client protection standards, and technical 
assistance funding is limited. Second, the upgrade 
projects timeframes need to take into account the 
MFIs’ internal priorities and planned operational 
changes. This sometimes implies a trade-off between 
quick upgrades to practices and efficient upgrades 
that minimize additional changes at the MFI level. 

Going forward, the Campaign envisages a substantial 
demand for technical assistance by financial 
institutions to help them meet the client protection 
Principle standards. Going forward, one of the areas 
of work for the Campaign will be to work towards 
improving skills of TA providers to support upgrade 
projects by using Smart Campaign’s tools. 
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4.2   Improving Client Protection 
Practices: New Tools 

After working with microfinance institutions, the 
Campaign is keen to extend the application of 
key standards to financial institutions beyond the 
microfinance industry and the JLG-model. Hence, 
as part of its new initiatives, the Campaign seeks to 
extend the client protection standards to bank-led 
agent models (business correspondent) and to the 
Self Help Group (SHG) model.  

4.2.1 Application of Client Protection to 
Business Correspondent Banking Model 

Since IFC’s partner institutions also include banks 
with a business correspondent banking model, IFC 
commissioned a third-party in-depth assessment 
for Ratnakar Bank. The assessment served as an 
opportunity for the Smart Campaign to test the client 
protection standards beyond microfinance institutions 
and the Campaign led this assessment with the 
additional perspective of a research project that 
would help refine guidelines for adequate standards 
for the business correspondent banking model. 

Ratnakar Bank is a commercial bank that serves 
customer needs across retail, corporate, and agriculture 
segments. The bank has a high focus on transparency 
and responsible finance and is one of the first banks 
to have demonstrated both willingness and readiness 
to implement the client protection standards. The in-
depth assessment of the bank helped the Campaign 
identify adequate guidelines for client protection in 
the business correspondent model. 

Ratnakar Bank is prudent in selecting business 
correspondent (BC) partners and prefers to work with 
NGOs that are promoted by responsible stakeholders. 
It pursues a modest growth target in terms of adding 
BC partners and makes it a contractual obligation 
on the part of BCs to act responsibly. The products 
are designed by the bank and per regulation, KYC 
documents for all individual clients are verified 
by a bank employee. Further, to ensure that the 
BCs source the right type of clients, the bank 
staff participates in Branch Loan Committee that 
approves clients - alongside BC staff. The bank also 

follows RBI regulations for NBFCs and has included 
repayment capacity analysis in its loan forms and 
has also prescribed debt threshold ratios. BC staff 
are forbidden from using any coercive practices and 
is required to abide by the Code of the Bank.  

In order to guide agent-based bank lending models 
to incorporate client protection standards, the Smart 
Campaign has developed a tool, “Incorporating client 
protection in the Business Correspondent Model”, 
jointly with MicroSave by incorporating feedback 
from GiZ, Eko, Ratnakar Bank, Swadhaar, and IFC. 
The tool maps two approaches, the saving-led and 
credit-led approaches in the BC-model. Historically, 
the government has incentivized opening of savings 
accounts and hence banks partnered with NGOs to 
open “no-frills accounts”36 and in this mechanisms the 
bank offered very limited credit services. However, 
with the advent of new microfinance regulations, it 
has become attractive for banks to partner with BCs to 
primarily channel credit services. The Campaign’s tool 
addresses both these models and identifies touch points 
with clients at which CPPs need to be incorporated.37 

4.2.2 Incorporating client protection in 
SHG Bank –NGO Model

The Campaign has jointly worked with APMAS38 
to create a tool to guide bankers, NGOs and SHGs 
to prevent members from being harmed. The tool, 
“Smart Saving and Lending: Member Protection 
in SHG Model” is a tool that provides guidance to 
members on how best to incorporate client protection 
standards in the saving and lending process.39

36. No-frills accounts place emphasis on the smallest of deposits. 
Banks offer no-frills accounts without any minimum monthly 
average balance requirement. However, there are limits on the 
quantity and number of transactions allowed, unlike mainstream 
accounts. 
37. Further information available on the Smart Campaign website 
here.
38. APMAS was set up in 2001 on a public-private partnership 
model with the objective of enhancing the quality and 
sustainability of the SHG movement and community based 
inclusive interventions. Over the years, APMAS has emerged as 
a premier resource organization in the fields of capacity building 
and strengthening of Community based organizations (CBOs) and 
other stakeholders, quality assessment of SHGs and CBOs, rural 
livelihood promotion and research and advocacy.
39. The Member protection in SHG model tool can be downloaded 
online. 
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CHAPTER 5: CERTIFICATION

5.0   What is Certification? 

Client Protection Certification40 is an independent, external evaluation to publicly recognize financial 
institutions that meet adequate standards of care in how they treat clients. Certification enables financial 
institutions to demonstrate adherence to the microfinance industry’s CPPs, as measured against industry wide 
accepted Client Protection standards. 

Certification applies to financial institutions of all legal forms, such as banks, finance companies, NGO, or 
credit unions to name a few. Considering that microfinance is provided by a wide range of financial service 
providers in India, such as public sector and private sector banks, cooperative banks, federations, and post 
office savings banks, there is tremendous opportunity and need to ensure that institutions demonstrate their 
strong commitment towards protecting their clients from harm. Certification is a way to demonstrate such a 
commitment. 

To date, the Campaign has licensed four specialized microfinance rating agencies to conduct client protection 
certifications: 

1. M-CRIL 
2. Planet Rating 
3. MicroFinanza Rating
4. MicroRate

The process of Certification is similar to the Smart Assessment, in that it includes a desk review of an MFI’s 
documents, a site visit to the MFI, and interactions with the MFI’s staff and clients. However, this process is 
undertaken by a licensed rating agency, who certifies the institution based on the evidence gathered through 
the process. While assessments are largely capacity building exercises to identify areas of strengthen and 
weaknesses in an institution, Certification is ideally suited to institutions that are at an advanced level of 
incorporating client protection in their practices and wish to demonstrate the same. The Smart Campaign 
envisions that the client protection certification can be combined with other services offered by the licensed 
rating agencies such as credit ratings, with a view to minimize the cost and effort incurred by MFIs on the 
certification process.

5.1   Pathway to Certification

The Campaign suggests the following steps for Certification. This path aims to demonstrate that certification 
is a process and that each institution’s progression and timeline will be different.

40. For more details, go to the Smart Campaign website here.
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Figure 17. A Pathway to Client Protection Certification
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1.  Endorse the CPPs: Endorsement helps to 
build the commitment and the intent within 
organizations. As of November 2013, 122 
institutions in India have endorsed the 
Campaign to and have demonstrated their 
solidarity with the Smart Campaign and Client 
Protection. 

2.  Self-Assessment Through Getting Started 
Questionnaire (GSQ): The GSQ is a 
good starting point for certification. The 58 
institutions that have submitted the GSQ 
after a CPPs Training under the project have 
demonstrated that they have taken an important 
step towards improving client protection 
standards within their institution.  

3.  Smart Assessment/In-depth Third Party 
Assessment: Further, if an institution wishes to 
independently benchmark its practices against 
the client protection standards, they can opt for 
an assessment by one of the accredited Smart 
Assessors. In case of the Project, MFIs were 
assessed not only to ascertain if they were ready 
for certification, but also to determine what 
steps were needed to improve client protection 
practices. For more information, see Annex 5. 

4.  Systematic Efforts to Upgrade Projects: 
Few institutions may seek technical assistance 
for specific upgrade projects to help them 
strengthen a specific practice or Principle. As 
noted before, the Campaign has worked with 
few in India to upgrade their practices. 

5.3   Client Protection Certification  
in India

The globally recognized client protection 
certification award allows to highlight MFIs that 
meet client protection standards and to celebrate 
their performance as client protection leaders. They 
set an example for other MFIs to follow, and the 
public recognition, increased visibility, and in some 
cases funding that certification grants them, represent 
important incentives for MFIs to prioritize good 
customer care. Indeed, as we have seen, identifying 
gaps in client protection is one of the first important 
steps to protect clients. MFIs face many internal 
demands on their scarce resources, and prioritizing 
adherence to all client protection standards is 
sometimes a challenge, even when MFIs recognize 
the importance of client protection. 

The Campaign is proud to count four Indian MFIs 
as part of the first batch of MFIs that were certified 
when the program was launched in January 2013 
(see Table 10).

A number of MFIs are working hard to improve 
their client protection practices, some by undergoing 
certification missions, others by diligently evaluating 
and correcting their practices where needed.  

Certification is not an assurance that nothing will 
ever go wrong at an MFI, but it is an important 
recognition that the MFIs receiving this prestigious 
award have not only worked hard on improving 
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their client protection practices, but are meeting the 
adequate globally recognized thresholds of customer 
care.41 

41. ACCESS-ASSIST, EDA, Maanaveeya, M-CRIL, MFIN, 
Microsave, Sa-Dhan, SIDBI, and Triple –Jump.

Table 10. Certified Institutions in India

Organization Partners How Actor Can Influence MFI 
Behavior

Cashpor, India M-CRIL January 2013

 
Grameen Koota, India M-CRIL January 2013

Ujjivan, India M-CRIL January 2013

Equitas, India M-CRIL November 2013

The Campaign and its partners look forward to 
continuing to work with Indian MFIs to improve the 
state of client protection.
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CHAPTER 6: CONCLUSION 

The microfinance industry in India, in particular the NBFC segment, has come a long way in improving 
their understanding and client protection practices. After the Andhra Pradesh crisis in 2010, protecting clients 
became a key priority for all stakeholders in microfinance including the RBI, industry associations such as 
MFIN, Sa-Dhan, and DFIs and social investors such as IFC, the World Bank, Oikocredit, and SIDBI. Given 
the high concentration of microfinance clients, India became a country of priority for the Smart Campaign. 
With Accion, IFC, and SIDBI, the Smart Campaign found partners that shared vision of raising the bar on 
client protection in India and move to the implementation of sound client protection practices.

In June, 2011 the Smart Campaign initiated a project Supported by Accion and IFC to improve client protection 
practices within the Indian microfinance sector, with a particular focus on MFI NBFCs. The project activities, 
described in detail in this report, supported the Smart Campaign’s goal to move the industry from basic 
awareness raising and commitment to the implementation of sound client protection practices.

The Campaign’s activities in India have been significant in both scale and scope. After two years of investment 
and capacity building, the Campaign presents a mixed report card for the industry, with both positive and 
negative trends. These results stem in large part from the self-reported GSQ results and 18 in-depth Smart 
Assessments.  

Assessed MFIs demonstrated high scores in the Principles of Responsible Pricing, Ethical Staff Behavior, 
and Appropriate Collections Practices. Ethical Staff Behavior and Appropriate Collections Practices were 
strengthened by the fact that many MFIs started incorporating Code of Conduct trainings, reinforcing the 
importance of client protection, and providing guidelines on the type of behavior that was expected from their 
staff. Some institutions also strengthened clarified the incentives and rules linked to staff behavior, rewarding 
good behavior and putting in place policies to sanction violations. 

Smart Assessments demonstrated gaps in Complaints Resolution and Privacy of Client Data. More mixed 
results were found for Preventing Over-Indebtedness and Transparency, where roughly half of the Smart 
Assessed institutions performed well. This trend was reinforced from the self-reported data. On the positive 
side, MFIs demonstrated strong practices around monitoring over-indebtedness specifically when expanding 
to new geographies, offering product flexibility in terms of loan conditions and sharing of data with the nascent 
credit bureau system. The assessments noted an important industry change in loan officer incentive structures, 
shifting away from growth incentives to more balanced incentives based on portfolio quality as well. In terms 
of transparency, most MFIs communicated interest rates on a declining basis, and disclosed full fees and 
insurance charges. 

Moving forward, the Smart Campaign believes that almost all “gaps in practice” identified in this report are 
manageable and can be improved with overall commitment and efforts from institutions. Some of the specific 
areas around which MFIs in the sector can consider improving include:  

Client Protection Principle 2: Prevention of Over-Indebtedeness  

• Developing specific criteria for monitoring over indebtedness by board members; 
• Applying adequate and standardized criteria for assessing repayment capacity;
• Incorporating credit bureau checks in credit process, namely all institutions will need to include credit 

checks with credit bureaus in their loan approval process.
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Client Protection Principle 3: Transparency 

• Communicating an all-inclusive EIR;
• Strengthening staff training on communi-

cating and managing multiple products and  
developing structured approach to reschedul-
ing loans. 

Client Protection Principle 6: Privacy of 
Client Data 

• Strengthening data privacy norms and clearly 
communicating use of client data to clients. 

Client Protection Principle 7: Mechanisms for 
Grievance Redressal 

• Improving their efforts around communicating 
complaint resolution channels to clients 
and ensuring effective and active use of the 
system. 

In order to help the microfinance industry improve 
its practices, the Campaign created practical learning 
tools like the Compulsory Group Training Tool or the 
Monitoring of Group Guarantee at Individual Level 
tool for service providers to improve their practices 
in a specific area of operations. 

The Smart Campaign recognizes that microfinance 
in India is very diverse and adherence to the CPPs 
varies widely from institution to institution. While the 
Campaign has developed tools to guide banks, SHGs, 
and NGOs to incorporate the standards of client 
protection, there is huge gap in the understanding 
and implementation that needs to be addressed. In 
order to have more institutions fully comply with the 
Principles, additional efforts in terms of guidance and 
technical assistance will be needed. 

The Campaign also recognizes a need to apply and 
test standards and Principles beyond microfinance 
institutions, to include more financial institutions and 
new methodologies that work for the poor such as 
the SHG Bank Linkage Model and even the Banking 
Corresponding Model. New partnerships will need to 
be developed to address these needs, in line with the 
work that has started with partners like APMAS and 

Microsave. 
Improvements in client protection require time and 
effort but are achievable. The recently launched 
Client Protection Certification program has brought 
external validation on the state of practice for a 
group of institutions in India that currently includes 
Cashpor, Equitas, Grameen Koota, and Ujivan. These 
institutions have demonstrated adherence to the 30 
client protection standards, a verified by a third-party 
certifier, an achievement that caps off long-term 
engagement with the Campaign. Moving forward, the 
Campaign will continue to engage with stakeholders 
in the sector to help support and incentivize MFIs to 
improve their client protection practices. 
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Annex 1: Evolution of the CPPs

Original CPPs 41 Revised CPPs

In the original CPPs, product design and over-indebtedness 
were combined. They are now separated to ensure independent 
focus on both over-indebtedness and product design.

1. Appropriate Product Design and Delivery

1. Avoidance of Over-indebtedness 
• See above.

2. Prevention of Over-indebtedness
•  Slight wording change. 

2. Transparent and Responsible Pricing
•  Separated to highlight the importance of transparent 

communications as a broad Principle while retaining the 
focus on responsible pricing.

3. Transparency

4. Responsible Pricing

3. Appropriate Collections Practices
•  This is credit-focused and so has been incorporated into a 

more inclusive item.

5. Fair and Respectful Treatment of Clients
•  Collections practices and ethical behavior are incorporated 

here.
• New item here: non-discrimination.

4. Ethical Staff Behavior
• See fair and respectful treatment Principle.

5. Redress of Grievances 6. Privacy of Client Data 
•  Last two items are reversed in order. Resolution of 

complaints is a more suitable way to end the listing.

6. Privacy of Client Data 7. Effective Complaint Resolution
• Unchanged except for new name.

Mapping of Scoring System:

Old Scoring 
system 

1 

2 

3 

4 

5 

Revised scoring 
method 

0 

1 

2 

Does not meet 
the Standard 

Partially meets the Standard 

Fully meets the 
standards 
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42. For more detail on the CPPs, please refer to the Smart Campaign Website here. 
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Annex 2: Code of Conduct Assessment Framework 

Around 80 percent of the indicators covered by the Industry Code of Conduct can be directly found in the Smart 
Campaign’s Principles indicators.43 As such, the evidence contained in the Smart Assessment report is sufficient 
to evaluate if an MFI is adhering to the majority of the directives contained in the Industry Code of Conduct. 
In addition, given the exhaustive nature of the Smart Assessment engagement, evidence for the additional 20 
percent of the code of conduct directives can also be easily gathered as part of the Smart assessment process. 

In recognition of the fact that Indian MFIs have committed to abide to the Industry Code of Conduct and need to 
follow the RBI guidance on client protection, the Campaign has upgraded the format for its Smart Assessment 
report since mid-2012 to include a section on adherence to the code of conduct. The Smart Assessment report 
indicates if the MFI is “fully compliant,” “partially adherent,” or “non-compliant” on each of the code of 
conduct Performance indicators.

It can also be noted that the Principle of Responsible Pricing is not covered by the code of conduct as industry 
networks rely entirely on regulatory guidelines and as the Industry Code of Conduct is applicable to different 
structures spanning for-profits, cooperative and non-profits.  

43. For a detailed mapping, please refer to EDA Rural Systems Technical Note No. 2: “Client Protection Directives and Guidelines for 
MFIs in India,” available here.
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Annex 3: Smart Campaign CPPs (CPP) Trainings and Getting Started 
Questionnaires (GSQs)

MFIs who have participated in CPP Trainings and Submitted GSQs

Regional 
Distribution MFIs

PAN-India Asmitha, Bandhan, Basix (BSFL), SKS, Equitas, Janalakshmi, Share, Ujjivan

South

Asirvad, BSS Microfinance, BWDA, Chaitanya India, ESAF, ECLOF India, Grameen Koota, Growing Opportunity, 
Grama Vidiyal, L & T Finance, IFAPL, Karpaga, Madura Microfinance, Mahasemam, Nirantara, PAT (Trichy), 
READ, REEDMAS, RORS Finance, Samasta, Sarvodaya Nano Finance, Shepherd, Smile Microfinance, Trident, 
Virutcham Microfinance 

North and Central

Anupama Education Society, Aprajita Mahila Sangh, Bharatiya Microcredit, Cashpor, CDC Microfinance, 
Drishtee Foundation, Fusion, Lok Biradri Trust, Margdarshak, Mimo, NEED, Nightingale, Navdisha Samajik 
Sansthan, Prayas Juvenile Aid Society, Priyasakhi Mahila Sangh, Sahayog, Samhita, Samvedna,Satin, Shikhar, 
Sonata, SRIDA, SVCL, Utkarsh, Vikas Samiti, Wainganga Samudayik Vikas Kendra, Yukti Samaj Sewa Society.

East
Adarsa, Anjali, Annapurna, Arohan, BAAHKP, BISWA, Gram Bikash, Gram Utthan, Grameen Sahara, KMMSS, 
Mahashakti Foundation, ORIDA, RGVN, Sahara Utsarga, Sambandh, Swayam, SwayamShree, Swayanshree, 
Village Financial Services. 

West Arth, Disha, Light, M-Power, Pahal, Prayas, Saath, Samvedna, SEWA Bank, Swadhaar 

 Other non-MFI organizations

SIDBI, Sa-Dhan, Access-Assist, NABARD, FWWB, Nimbus Consulting
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Staff Trained as Smart Assessors44

S.N. Institution Number of Participants

1 ACCESS – ASSIST 1

2 Accion – China 1

3 Ananya Finance 2

4 Axis Bank 2

5 CARE Ratings 3

6 Caspian Advisors 1

7 CRISIL Ratings 2

8 EDA Rural 2

9 Grassroots Capital 1

10 ICRA Ratings 1

11 IFMR Capital 3

12 IFMR Finance Foundation 1

13 Incofin 1

14 Intellecash 1

15 MCRIL 1

16 MFIN 2

17 MicroSave 1

18 Sa-Dhan 1

19 SIDBI 4

20 Manaveeya / Oiko Credit 13

TOTAL 46

44. Smart assessor training is the first step to becoming a certified smart assessor. After the training, in order to qualify as a certified 
support or lead assessor, he/she is required to conduct at least one client protection assessment with an accredited assessor. For more 
information on lead and support assessors please refer to http://smartcampaign.org/certification/assessments. 
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Annex 4: Client Protection Assessments

Classification of MFIs: Region

Regional 
Distribution MFIs

PAN-India SKS, Equitas, Janalakshmi, Ujjivan

East Bandhan, Arohan, Saija, Uttarayan

South KGFS, Grameen Financial Services, ESAF

North Sonata, Utkarsh, Cashpor, Fusion

West SEWA Bank, Swadhaar, Suryoday 

Classification of MFIs: Size (Average Gross Loan Portfolio)

Portfolio Size ($m) MFIs 

< 10 million Uttarayan, Saija, Fusion

10 to 30 million Swadhaar, SEWA Bank, Suryoday, Arohan, KGFS

> 100 GK, Cashpor, Sonata, Utkarsh, ESAF, Equitas, Janalakshmi, Bandhan, Ujjivan, SKS
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Annex 5: Smart Assessment Methodology

A Smart Assessment provides an exhaustive, independent view of a financial institution’s client protection 
practices. Conducted by two assessors (one who is necessarily an accredited Smart Lead Assessor), an external 
assessment generates a full narrative report on the strengths and areas of improvement of the financial institution, 
accompanied by recommendations and a tailored action plan for improvement. An external assessment is a 
genuine capacity building tool that can help prepare for certification, guide management decisions or be used to 
identify funding opportunities. It results in an in-depth, extended analysis of client protection practices. 

The assessment team visits the institution on-site to examine how the financial institution implements the 
CPPs at three broad levels: 1) market and regulatory context, 2) FI policies, procedures, and systems, and 3) 
organizational culture and how policies are reflected in staff behavior. The Smart Assessment will review the 
financial institution’s documentation and hold interviews with leadership, management, key line staff, and (to 
the extent possible) clients. The assessment team will also observe staff-customer interaction at the branch level.

The Smart Assessment report (final output for the financial institutions) is organized into two sections. Part 1 
reviews some key contextual elements relevant to client protection in the country. Part 2 presents a Principle-
by-Principle analysis of key strengths and areas of improvement, followed by recommendations. 

Step 1:
1 week after  
assessment 

Step 2:
2-3 weeks after  

assessment 

Step 3:
4 weeks after 
assessment

Step 4:
5-6 weeks after 

assessment

•  Assessors write up their 
notes from the fieldwork 
and interviews and share 
with other assessors. 

•  The person writing the 
report should be specified in 
advance of the assessment. 
It may to be trainee assessor 
or a accredited assessor. 

•  Circulate draft copy of the 
report amongst assessors 
for revision and comments 
to add. Do so in track 
changes. 

•  Incorporate everyone’s revi-
sions and ensure that report 
format is correct. 

•  Let the Smart Campaign 
know when to expect the 
final draft report. 

•  If the report is written by 
an accredited lead assessor, 
this step may not be 
necessary. 

•  Finalize the assessment 
scores and graphs. 

•   Send the report to the Smart 
Campaign for Revision. 

•  After incorporating the 
Campaign’s revisions, send 
the draft to the financial 
institution and allow 1-2 
weeks for comments. 

•  If the financial institution 
sends any revisions, 
analyze and incorporate 
any relevant revisions and 
submit the final version of 
the report to the financial 
institutions and to the 
Smart Campaign. 

The Smart Assessment can be followed by specific “upgrading” projects that aim at improving one or several 
Client Protection Practices. For the purpose of this report, an individually tailored upgrading process was 
designed for each institution and a follow-up visit was conducted in order to record advances, improvements, 
lessons and results from the implementation experience of each financial institution.
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About the Smart Campaign 

The Smart Campaign is a global campaign consisting of microfinance leaders from around the world who believe 
that protecting clients is not only the right thing to do but the smart thing to do. To date, over 3,800 microfinance 
and other financial institutions, microfinance support organizations, investors, donors, and individual industry 
professionals have pledged adherence to the Smart Campaign’s core CPPs. By providing microfinance institutions 
with the tools and resources they need to deliver transparent, respectful, and prudent financial services to all 
clients, the Smart Campaign is helping the industry maintain a dual focus on improving clients’ lives while 
attaining financial sustainability. The Campaign is headquartered at the Center for Financial Inclusion (CFI) at 
Accion and is governed by a Steering Committee representing a broad cross-section of the industry.
www.smartcampaign.org

About the Center for Financial Inclusion at Accion

The Center for Financial Inclusion at Accion (CFI) helps bring about the conditions to achieve full financial 
inclusion around the world. Constructing a financial inclusion sector that reaches everyone with quality services 
will require the combined efforts of many actors. CFI contributes to full inclusion by collaborating with sector 
participants to tackle challenges beyond the scope of any one actor, moving from thought leadership to action.
www.centerforfinancialinclusion.org



THE SMART CAMPAIGN is a global effort to unite microfinance leaders 
around a common goal: to keep clients as the driving force of the industry.
The Smart Campaign consists of microfinance leaders from around the 
world who believe that protecting clients is not only the right thing to 
do but the smart thing to do. By providing microfinance institutions with 
the tools and resources they need to deliver transparent, respectful, and 
prudent financial services to all clients, the Smart Campaign is helping the 
industry maintain a dual focus on improving clients’ lives while attaining 
financial sustainability. The Campaign is headquartered at the Center for 
Financial Inclusion at Accion.

www.smartcampaign.org

Founding Partner


