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India being the developing country is striving to develop the basic strata of the society which is not been reached due to its spread in vast geographical area and huge density of population. Supply of capital and seed money is always a problem for growing economies. There are many on-going researches on this line but context specific research is needed to identify the most appropriate model. With this in mind this paper tries to study various alternatives issues. 

The issues can broadly classify into three parts they are 1. Strategic issues, 2. Institutional issues and  3. Connectivity issues

1. Strategic issues like are there clearly visible pattern cross the country? Is there a clearly defined foundation building block such as organizing principles, gender preference and operational imperatives? What are methodological issues?

2. Institutional issues like is there a need for a new institution? Should it operate all India or in a state? Where should be located? Who can be leading an institution of this sort? Who will be its beneficiaries?   

3. Connectivity issues like how should the corporate financial sectors are involved? What is the role of donor agencies? How should communities be involved? How to involved government policy issues? 
To the extent that microfinance institutions become financially viable, self sustaining, and integral to the communities in which they operate, they have the potential to attract more resources and expand services to clients.

The tremendous impact on the social status of the poor rural women becoming bread earners of their households through the instrument of SHGs has been highly commended by many previous studies. The impressive performance under SHG-BLP prompted other developmental agencies like the Government Departments to depend heavily on such groups to take the development efforts forward.

SHG-BLP was an attempt to bring the “unbanked” poor into the formal banking system and to inculcate among the poor the thrift and credit habits, a natural corollary is for the group members to graduate into seeking more and better livelihood opportunities with access to credit from formal financial institutions.

The total savings of SHGs in banks was at Rs.7016.30 crores during 2011-12 which rose almost to Rs.8217 crores in the years 2012-13, at the same time the amount disbursed to SHG’s was Rs. 14547.73 n the year 2010-11 and rose to Rs. 20585.36 crores during 2012-13.

This paper try to study the issues associated with Microfinance in reaching all corners of the society where everyone will be brought under financial inclusion.
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Introduction
India being the developing country is striving to develop the basic strata of the society which is not been reached due to its spread in vast geographical area and huge density of population. Supply of capital and seed money is always a problem for growing economies. There are many on-going researches on this line but context specific research is needed to identify the most appropriate model. Microfinance institutions serve a unique client base that does not have access to traditional banking services. The reason why these clients do not have access is because they live in remote villages that are expensive to reach and previously thought not to have the resources or collateral necessary for traditional banking. Visiting rural clients for microfinance institutions in India, it can take several hours of travel in order to reach these clients.  With weekly collection meetings, loan officers are constantly traveling from village to village, spending increasingly high amounts of money on fuel and vehicle maintenance from tough village roads, to collect only hundreds of rupees each day. The cost per transaction is high because despite the high volume of transactions each day, the amounts collected are minimal compared to traditional banks
The crucial question remains: did the government not know the Model for operation of MFIs? Isn't it an open secret that micro-credit loans earn interest in excess of 20%? Hasn't the incidence of borrower harassment been on the rise in both rural as well as urban areas? Having been in the business of creating self-help groups and promoting micro-finance institutions, the government cannot absolve itself from responsibility for this mess.
Review of literature
OJ Nwanyanwu, (2011)
, has identified some of the problems of microfinance in his paper The major problems faced by the micro finance industry are inadequate finance, high risk, heavy transaction cost, mounting loan losses, low capacity and low technical skill on micro institutions in Nigeria.
According to Piyush Tiwari and S.M. Fahad
, the challenge lies in finding the level of flexibility in the credit instrument that could make it match the multiple credit requirements of the low income borrowers without imposing unbearably high cost of monitoring its end-use upon the lenders. A promising solution is to provide multi-purpose loans or composite credit for income generation, housing improvement and consumption support.
A good regulatory system should help in developing the microfinance sector. The problem of regional imbalance in the spread of microfinance also should be addressed. MFIs have to adopt even self-regulation to ensure accountability and transparency in their working
.

A proper attention and legal framework  requires  more data building .Several issues are emerging in the area of micro finance and needs detailed research .Definitely with the proper legal framework and funding facilities will help to have good prospects of micro finance
.
Renuka Sane & Susan Thomas (2013)
 believes that if micro-prudential regulation fails, the sophisticated financial firms that lend to MFIs will suffer unexpected losses. Similarly, until micro-lending exceeds 5-10% of gross domestic product (GDP), there is little possibility of systemic risk emanating from the field.

Some of the basic problems of the Micro Finance Institutions in India:

According the study conducted by Dr. Sudeendra Sharma
 in state of Andhra Pradesh shows that MFIs were responsible for the suicides of some of members, Micro-credit has taken its first toll of 60 lives, The major allegation against these MFIs is that they charge higher rate of interest to their members and thus exploiting them and even the way they were using some of the methods of recovering the loans was also under scanner. Some microfinance institutions have taken advantage of the scale of their large operations and could survive at a rate of 24 percent, but most institutions, especially those that serve the poorest of the poor and focus on social impact, could not survive. The industry does need some regulation to protect the clients from institutions that drift from their original social mission.
 The basic and fundamental problems of MFIs in India are that they lack proper regulation, regional balance and implementation of the schemes so that they can reach maximum population
.
Table-1: Agency-wise NPAs of Bank Loans to SHGs   (Rs. crore)

Source: Source: Status of microfinance, 2012-13, NABARD

	Agency
	Loan out standing against SHG,s
	Amount of NPA
	Percentage of NPA  to loan outstanding

	
	31.03.11
	31.03.12
	31.03.13
	31.03.11
	31.03.12
	31.03.13
	31.03.11
	31.03.12
	31.03.13

	CB’s(Public sectors)
	21412.75
	24406.57
	25371.18
	1019.90
	1581.05
	2129.23
	4.76
	6.48
	8.39

	CB’s(Private sectors)
	470.51
	1403.72
	1268.36
	47.09
	74.37
	46.25
	10.10
	5.30
	3.69

	RRB’s
	7430.05
	8613.58
	10521.23
	272.82
	426.34
	430.88
	3.67
	4.95
	4.10

	Cooperative banks
	1907.86
	1916.14
	2214.63
	134.30
	130.97
	180.06
	7.04
	6.84
	8.13

	Total
	31221.17
	36340.00
	39375.30
	1474.11
	2212.73
	2786.92
	4.72
	6.09
	7.08


The above table throws the light on the NPA of SHG’s towards different financial institutions for a period of three years ending on 31/3/2011, 31/3/2012 and 31/3/2013. The percentage analysis shows that the NPS of SHG’s towards public sector commercial is showing an increasing trend during end of 31st March 2011 the percentage of NPA was 4.76 where as in raised to 8.39 percent, where as the figures show different trend as far as the private commercial banks are concerned. For them the NPA foe the year ending on 31st march, 2011 was at 10.10 percent and decreased to 3.69 percent. The NPA of SHGs towards Regional Rural Banks and Co-operative banks is also showing increasing trend but the rate is minimum. Overall the NPA of SHGs in increasing trend. The total amount disbursed by all financial institutions to SHGs was Rs.31221.17 crores at the end of 31st march of 2001 and increased Rs.39375.30 crores.
Being on the larger scale some of the SHGs they some advantages and they can survive at rate of 24 percent, but most institutions, especially those that serve the poorest of the poor and focus on social impact, could not survive
. 
Table – 2: Agency-wise detail of Loans outstanding against MFI (Rs. Crore)
	Financing agency
	Period
	Loan distributed to MFIs during the year
	Loan outstanding against MFI as on 31st  March

	
	
	No. of MFIs
	Amount
	No. of MFIs
	Amount

	All Commercial Banks
	2009-10
	645
	8038.61
	1407
	10095.32

	
	2010-11
	460

(-28.68%)
	7601.02

(-5.44%)
	2153

(53.02%)
	10646.84

(5.46%)

	
	2011-12
	336

(-47.90%)
	4950.98

(-38.41%)
	1684

(19.68%)
	9810.98

(-2.81%)

	
	2012-13
	368

(-42.94%)
	7422.66

(-7.66%)
	1769

(25.72%)
	12467.72

(23.49%)

	Regional Rural Banks
	2009-10
	46
	24.14
	103
	52.22

	
	2010-11
	9
	4.16
	23
	42.01

	
	2011-12
	113
	13.28
	128
	37.51

	
	2012-13
	14
	4.58
	153
	70.66

	Cooperative Banks
	2009-10
	0
	0
	3
	0.01

	
	2010-11
	NA
	NA
	NA
	NA

	
	2011-12
	4
	1.61
	19
	4.75

	
	2012-13
	3
	4.00
	18
	6.83

	SIDBI
	2009-10
	88
	2665.75
	146
	3808.20

	
	2010-11
	2
	843.78
	139
	3041.77

	
	2011-12
	12
	239.42
	129
	1597.11

	
	2012-13
	41
	408.27
	102
	1880.63

	Total by all agencies
	2009-10
	779
	10728.50
	1659
	13955.75

	
	2010-11
	471
(-39.53%)
	8448.96
(-21.24%)
	2315
(39.54%)
	13730.62
(-1.61%)

	
	2011-12
	465
(-40.30%)
	5205.29
(-51.48%)
	1960
(18.14%)
	11450.35
(-17.95%)

	
	2012-13
	426
(-45.31%)
	7839.51
(-26.92%)
	2042
(23.08%)
	14425.84
(3.36%)


Source: Status of microfinance, 2012-13, NABARD
The above table shows the agency wise loan distributed and loan outstanding by MFIs for a period of four years from 2010-11 to 2012-13. Among all the agencies lending funds to MFIs, the major share belonged to commercial Banks. The trend analysis purpose year 2009-10 as taken as base year. The trend analyses shows that Number of MFIs are received loans from all commercial banks compare to base year continuously decreasing like 28.68% ,47.90% and 42.94%  in the year 2010-11, 2011-12, & 2012-13 respectively. But in amount wise it was decreased to 5.44%, 38.41% & 7.66% respectively. Whereas the figures show different trend as far as the loans outstanding against MFIs in numbers of MFIs increases from 25.72% to 53.02%. But in amount wise it increases 5.46% to 23.49%. The Regional Rural Banks, Cooperative Banks & SIDBI trend shows that the loan distribution was decreasing year after year, but loan outstanding increasing was in increasing trend. Overall agencies wise the number of loan taking MFIs are decreasing, but loan outstanding MFIs numbers are increasing. 
Conclusions: 
The main intention of starting the concept of Microfinance is to help the needy especially poor and bringing them to the fold of financial inclusion. Deviating from their main cause they are charging higher rate of interest and even they repayment to the financial institutions from which they borrowing is also not satisfactory.  The analysis finds that loan distribution to MFIs is decreasing year on year where as the loan outstanding is in increasing trend. The Non-Performing assets of SHGs are also shows increasing trend. As the basic intention of these MFIs is to increase job opportunities but in the real situations most of the people who are depending on microfinance are losing their jobs.
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