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dimension of this phenomenon. Zahra typologies of social entrepreneurs Zahra et al.
(2009) sorts social entrepreneurs into three groups social bricoleurs, social
constructionists and social engineers based on their objective of social opportunities,
their identification of social needs, scale, scope and impact. Velvin, et al. (2016)
revealed that social entrepreneurship constitutes a challenge to efficiency and
effectiveness on a larger scale, given a need for both independence and
interdependence together with flexible entrepreneurial network cooperation.

An Ideal Social Entrepreneurship Model

There are different social entrepreneurship models catering to myriad needs of
operations, organizations and entrepreneurs. An ideal model is depicted in figure 1.

Figure 1. Social Entrepreneurship Model
Figure 1 reveals that social enterprises act as hub dealing with social issues,
government, people and statutory organizations. If social issues are a chaotic ocean,
the entrepreneur surf them skillfully to meet the requirements of government, general
public, and statutory organizations.
Major Scope of Operation
There is a vast scope of operations identified in the area of entrepreneurship. Major
scopes of operations of social enterprises in India supportedby different national as
well as International organizations is depicted in figure 2:

Figure 2. Key Areas of Social Entrepreneurship
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Figure 2 shows that the key areas of operations in social entrepreneurship are:
livelihood, world peace, health, education, and exclusive domain of
entrepreneurship. Government of India, national and international foundations,
national rural health mission, World Bank Govt. of India, MSME banks finance and
monitor all policy matters of entrepreneurship in respective areas.

Examples of Social Entrepreneurs of the World

There are some outstanding entrepreneurs who have done exceedingly well by
making benchmark in the field of entrepreneurship. Brief accounts of outstanding
achievers extracted from their respective biographical notes are as under:

Susan B. Anthony, USA (1820-1906): Established Equal Rights association and fought
for for women’s equal rights in the society through different forums and fought for
Women'’s Right to Control Property and had brought anti slavery bill at the age of 17.

John Muir, USA (1838-1914): Environmental Philosopher and Naturalist founded the
Concept of National Park and founded Sierra Club. He also advocated for
preservation of wilderness in USA

Dr. Maria Montessori, Italy (1870-1952): Introduced the Montessori method of
learning in early age education based on natural learning concept.

Jean Monnet, France (1888-1979): A French Economist and diplomat dedicated
himself for the cause of integration of European Union and considered as one of the
founding father for re-construction of European Union.

Vinoba Bhave, India (1895-1982): Led the Bhoodan Movement in India and had re
allocated 7,000,000 acres of land among the untouchable and landless Indians. Was an
advocate of Non-violence and human rights.

Muhammad Yunus, Bangladesh (Born in 1940) : A Nobel Peace Prize Owner,
Bangladeshi Social Entrepreneur, economist and founding father of Grameen Bank
and piloting the microfinancing and microcredit concept.

Anshu Gupta, India : Raman Magsaysay awardee for transforming the concept of
giving in India and his vision for Sustainable Development by sharing the resources
among haves and have nots and bridging the gap between rural India and Urban
India through his organization Goon,;.

Hanumappa Sudarshan, India (Born in 1950): A social activist working for the tribal
rights in Karnataka. Through his own established trust transforming the
dysfunctional primary health center to professional healthcare centre.

Jamie Oliver, United Kingdom (Born in 1975): A British Chef running fifteen charity
restaurants for poor people and starting a movement of ‘FEED ME BETTER’ for the
school children of United Kingdom to have more healthy food and minimizing the
Zunk Food.

Achyuta Samanta, India (Born in 1965): KISS, A Beacon in the Horizon Social
Entrepreneurship:

38



The Indian Journal of Commerce

This four letter world brings people closer, develops a sense of camaraderie. Kalinga
Institute of Social Sciences (KISS) is a name to be proudly reckon with in the field of
successful social entrepreneurship. KISS is considered to be the largest
Anthropological laboratory in the world consisting of 25000 downtrodden ,tribal
children picked up from remote, rural and hilly areas of the country. Achyuta
Samanta, the young visionary social entrepreneur and founder of KIIT and KISS
believes in the philosophy of “ Catch them young” . It is here that not only the
children are educated and nurtured from primary to post graduate and even for
technical education, but also they are rediscovering and redefining themselves for a
better and a brighter tomorrow. The Joy of Giving and empowering people by
equipping them with necessary identified skill and work for a sustainable, satisfying
and enriched living has helped numerous benefactors.

Bill Gates / Milinda Gates, USA: Working for reducing the inequity and providing
the opportunities for all to grow and flourish.

Social Entrepreneurship in India

India is one of the youngest nations in the world whose 62% of total population is in
the working age group of 15-59 and more than 54% of total population is below 25
years. The average age of Indian population is 29 years. That means approximately
800 million people of this country are in the working age group and 650 million
people are below 29 years, the developing age group (Economic Survey, 2015-16).
Therefore, it is very much required for this country to empower these youths with the
power of knowledge and skill help them to lead a descent dignified life being the part
of the fastest growing economy of the world and live as an active and proud citizen of
this country.

Ministry of Skill Development and Entrepreneurship is helping to create an
entrepreneurial ecosystem for the youth to learn, to perform and to transform and to
grow. Education in isolation can not engineer the society, it should be combined with
the skilling, producing, employment and generation of economy. National Skill
Development and entrepreneurship policy was framed in 2009 and again it was
replaced by 2015 Policy with greater horizon to accelerate the entrepreneurship
activities in the country.

Growth of Social Entrepreneurship in India

Social Enterprises have emerged as an important business instrument to address the
issues related to poverty, health, education, unemployment, inequity in the society
through socially oriented business innovations. Such enterprises are helping people
to actively contribute for the market economy rather than to be the passive recipients.

A survey of the Social Enterprises of India from a sample size of 258 Social
Enterprises, done by British Council in the year 2016 and published in Social
Enterprise Landscape in India - 2015 regarding engagement of social enterprises in
the country in economic value creation.

39



The Indian Journal of Commerce

e Skill Development - 53%

e Education - 30%

e Agricultural, Fishery, Diary -28%
¢ Financial Services - 26%

e Health Care - 22%

e Non-Farm Livelihood - 17%

e Food and Nutrition - 16%

e Water and Sanitation - 14%

e Housing Space - 5%
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Figure 3. Engagement of Social Enterprises in India

Figure 3 shows that, more than half of the entrepreneurs are engaged in skill
development followed by education; agricultural, fishery, diary; financial services,
health care while entrepreneurs engaged in housing space is found minimum may be
due to less requirement in this domain.

Factors motivating Social Enterprises to come up in India

Making Profit / Surplus and Furthering Social Objectives: As per the report of
British council (2016), 43% of social enterprises reported making profit/surplus ,
with another 22% at breakeven. 80% reinvest in the enterprises for furthering
their social objective.

The basic objective of the paper is to building confidence among the Medium and
Small Enterprises (MSEs) by providing a genuine opinion on their capabilities
and credit worthiness. (Number of Social Enterprises benefited)

Support through Institution of Higher Education: 42%, Institutions of Higher
Education delivering Social Enterprise related courses out of which 88% are
Master’s level courses. 46% Institutions are offering fulltime degrees indicating an
interest in positive change for young people and their career choices.

Dominated by Young Leadership : The research has found that the social
entrepreneurship in India is driven by the youngsters, which is the symbol of
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humble initiative for a long and glorious journey. 27% of the social entrepreneurs
in India are below 35 and 57 % of them are below 44.

e Establishment of Incubation Centre : Government has established 118 incubators
all over the country to promote innovation and entrepreneurship. In those
centres, the incubatees are guided by the experts in technology and business,
funded by the different government agencies and connected to the peers and
prospective market.

e Availability of Skilled Manpower : Study says that India is the youngest Country
having largest number of working age manpower. Every year we are producing
more than 30 lacs technically skilled man power from  skill training upto
graduation level.

e Impact Investors : There are around 50 Impact Fund investors in India, who are
located in four big cities, Bengaluru, Mumbai, New Delhi and Chennai. Which
are the big investors in India in Financial Sector (Microfinance/ Financial
inclusion).

e Impact of Companies Act - 2013 - The Act made it mandatory that Companies
with a Net Worth of INR 500 Crore or more, or a turnover of INR 1000 crore or
more or a Net Profit of INR 5 crore or more to constitute a committee towards a
corporate social responsibility. The act mandates that 2% of average Net Profits
made during the three immediately preceding financial year are spent in
pursuance of the Company’s CSR policy. The mandate has considerably
increased the funds availability for social Sector organization in India.

Professional bodies promoting Entrepreneurship in India

e There are a number of professional bodies and associations, which are

promoting social entrepreneurship in India. The prominent associations are
highlighted below:

¢ Indian Chamber of Commerce (ICC): Indian Chamber of Commerce is
working efficiently for promotion, growth and sustenance of industries by
creating an environmental eco system since 1925. It provides platform for the
industries for cross talks on different issues, polies, emerging business
challenges as such they can address it unitedly. It also leverages the
opportunity for settlement of trade disputes with mutual conversation. The
Indian Chamber of Commerce had organized ‘National Conference & Round
Table Meetings on MSME Financing & Strengthening MSME Linkages on
19th and 20th September, 2014, with special session on creation of social
enterprises’, where all the experts had delivered about the growth, prospects
and impact of social enterprises.

e Federation of Indian Chamber of Commerce and Industries (FICCI): The
largest apex body for the business entities in India was established in the year
1927. It has emerged as finest centre engaged in putting across the issues of
the business organizations and industries before the policy makers and civil

41



The Indian Journal of Commerce

society and developing the integrated framework for development and
growth of all. It has 2, 50,000 individual members and 300 association
members. It provides platform for networking Indian industries, policy
makers and the international business community and consensus building
across and within the sectors.

e FICII in association with World Bank on had organized “Social Enterprise
Innovations Seminar on enhancing service delivery” to the underserved in
December 2015 to bring private entrepreneurs, policy makers and civil
society.

e FICII has jointly agreed with Facebook to promote social entrepreneurship in
India, South Asia and Africa to choose implement and scale up the selected
ventures to benefit crores of people in the world.

e Confederation of Indian Industry (CII): Indian Industries and Government
plan for making the integrated development through Confederation of Indian
Industry (CII) by consultative and advisory processes. Has organized
different conferences for promotion of social entrepreneurship in the country
in association with Government. It has established a CII CSR gateway to
bring Corporate CSR and Social entrepreneurship into partnership for
finding solutions to the social problems.

o The Associated chamber of commerce and Industry of India (Assocham):
ASSOCHAM is working for the value creation and expanding the reach of
Indian Industries to all parts of the globe since 1920. It plays a vital role of
developing industrial environment in the country, where all the new and
existing industries can incubate and grow.

Recognition : Not only the leading News Paper like Economic Times, Business
Standard and Magazines like India Today, Outlook have dedicated section for social
enterprises but also Your Ski has published 15000 social enterprises in India.

Social Impact Analysis of Social Entrepreneurs

The Right to Education 2010 has created a positive awareness about the benefit of
primary education in the country. It was found that social entrepreneurs have
motivated a large mass of small children to join the primary school and motivated the
matured population to join the learning opportunities available for them through
Sarvasiksha Abhiyan mission, as a result of which the literacy rate in the country has
increased substantially in last seven years. The mass media has also played the major
role for creation of awareness about such programme which helped the social
entrepreneurs to involve those group of people in Literacy activities. The multiple
sources of information starting from mass media, DTH Services, access to internet
after introduction of N number of telephone and mobile service providers, social
media etc. has inspired the people to recognize the letters and learn the languages.
People have realized that it will facilitate them to update themselves about the
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political and social scenario and help them in putting their opinion in different public
platforms.

By the time the children complete the middle school, they become competent enough
physically to help their parents in economic engagements to earn their livelihood. By
this time they become literate and can access to different information pools and try to
search for different career options after high school and after graduation. But, it is
observed that because of the lack of well defined skill sets (clearly specified
outcomes) in different levels of education the young boys and girls participating in
primary education are quitting during their middle school career.

The involvement in academics is not only helping the young children to keep
themselves abreast of the information, technology etc. but also helping them to know
the financial options available to fulfil their financial requirement to meet the
expenses of farming, tiny business, academic fees of the children, buying the motor
cycles, television, mobiles etc. The education is helping them to take small loans from
the public funding agencies or formal financial sectors, where the lending policies are
mostly very transparent and customer friendly. As a result, the unnecessary burden
of heavy interest charged by the landlords or petty money lenders is avoided. Singh
(1998) found that with the increase in level of education in building confidence
among the people to take part in formal financial sector. The social entrepreneurs or
the banks working in different rural areas of India for doing CSR have trained nearly
30-35% people about different financial schemes available for them both for savings
and advance purposes. .

The people engaged in different skill base economic activities (Singh,1998) are being
trained with aparticular skill to help them to increase their productivity, nurture, and
scale up their inherent skill but also to scale up. It is found that the people engaged in
tiny business are satisfied with the turn over, which is fulfilling their basic need. The
formal entrepreneurship training given by the social enterprises and awareness about
different business expansion possibilities are helping the tiny business men/women
to change in their style of operation from individualistic approach to process based
approach. But it was found that more policy intervention is required to restructure
those business processes to facilitate those group of people to diversify their business
and to expand heir reach.

The sensitization programme of Government executed by the government
machineries and Non-Government Organisations have revolutionized the awareness
about health care facilities. The Government Insurance Policy has expanded
exponentially and reached to the common people in providing health care services
because of focus on human capital development. Out of 500 respondents, any one
type of health insurance policy covered almost 90% of them and the 10% left out were
not covered because of the lack of any type of Identity Proof. But 70% of respondents
agreed that now they have the better awareness and access to different public policies
because of the effort of NGOs working in different sector. Though media is creating
the awareness, the NGOs are giving confidence to access. (Nandi, 2014). It makes the
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conclusion that social enterprises are helping this nation to educate, to earn, to spend
judiciously, to live and to grow. They are transforming the social landscape from
ignorance to participative. The establishment of more than a lac Social Enterprises in
the years 2016 & 2017 will add more values in coming days.

Inclusivity and Participation of Citizen

Inclusivity create an atmosphere in which all people feel valued and respected and
have access to the same opportunities (Riordan, 2014). Social Entrepreneurs develop
financially sustainable organisations to respond to World’s Most Pressing Problem,
which is affecting large community (Wendy et al, 2012). Social entrepreneurship
banks upon inclusive innovation, innovation which benefits the disenfranchised in a
process as well as a performance outcome (George,2012). While poor access to
financial resources and finance and strong bureaucratic system, act as challenges to
start something new and innovative,the entrepreneurs were able to come up with
innovative approach to benefit the society and the environment, while making profit
at the same time (Azmat,2013). While discussing inclusivity, report of a survey
undertaken by Social Enterprise Land Scape in India, 2016 needs mention.

Table 2: Beneficiaries of Social Enterprises in India

Categories of Beneficiaries % of Respondents
Women 82
Youth 74
People from Backward Communities 70
Employees 60
People from underserved region 57
Children 46
People with Disabilities 31

Source: India’s Social Enterprise Land Scape by Asian Development Bank (2015)

Table 2 shows that Women, youth and backward communities are the main
beneficiaries of social enterprises. It isnoticed that in India, the objectives of the social
enterprises are mostly on inclusivity and participation of citizens in all the
developmental plan of the Government and adding values to the lives.Inclusive
strategy adopted by the social entrepreneurs is depicted in figure 4.
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Barri 1
Inclusion

Organizing Participative tral g programme
(Formal Training through involvement)

Rigidity of Policies Static Attitude of People
Resistance to Change

Clarify the Policies to make it more Understandable
and reachable by the common people

fear of loosing

Figure 4. Inclusive strategy adopted by the social entrepreneurs

Figure 4 shows that lots of thoughts, efforts and resources are being put to motivate
the people to connect themselves to the decision making process and take the charge
of it, which can bring the change. Barriers to inclusion, strategy, and result
clearlyaddressed for personal, lateral, and policy levels so that there would be smooth
flow of execution of action plans. Actions and results are depicted in figure 5.

Expert Counselling (Individualistic Reduces Reluctance
Approch
Providing Platform to place the Clarifies andincreases the
— people's opinions — understanding

Demonstrates the examples of

Success Motivated by the Examples

| Driven by Objectives

Figure 5. Affirmative Actions taken by the Social Entrepreneurs to promote Citizen Participation

Defines the broad vision Statement
for his/her venture to fulfil the
— Aspiration of all
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Figure 5 reveals that social entrepreneurs take very active and effective action
through expert counseling, providing room for public opinion, demonstrating
examples of success, and by defining the broad vision statements that can ultimately
reduce reluctance, clears doubts and ensures greater citizen participation in the
undertaken projects.

Constructive Recommendations

Basing upon the existing literature and personal experiences of the investigator, the
study provides the following constructive recommendations for a refined practice of
social entrepreneurship:

e Social entrepreneurs should always motivate and encourage citizens to
provide active support and cooperation in promoting health, education, and
economic activities of different sections of society;

e Social entrepreneurs should explore all possible opportunities around them
to create novel means for the greater interest of the society;

e Social inclusivity campaign in the form of training and counselling to people
for ensuring a change of life style through innovation of new thoughts and
ideas;

e Public policies framed by government should be honestly and sincerely
followed by entrepreneurs for the holistic mission of dispelling unhealthy
economic environment and disparity in the society; and

e Researchers should be encouraged to conduct academic surveys on leading
entrepreneurs of the country as the sample-based survey conducted by
British Council lacks the depth of understanding the level of execution of
specific dynamic entrepreneurs.

Conclusion

It is evident from the study that the inequalities in economy, exposure to different
opportunities, access to public services have increased in the last decade and are
being controlled and monitored by a few individuals in the world. The public policy
is not making the system participative for the people of all sectors of life, which is
creating an unhealthy economic environment and disparity in the society. In this
scenario, the role of Social Entrepreneurs is very crucial to establish a link among the
people of all sectors of the society. They need to integrate people with thoughts,
decisions, and actions.

Social entrepreneurs use opportunities around them to create a new means for society
by recombining little available resources (Serwanga, et al, 2014). Inclusive strategy of
Social Entrepreneurs to motivate the citizens to Listen, realise, participate and be
empowered, be confident and live with dignity and is able to reduce the barriers of
inclusivity. Through the Social inclusivity training, counselling and emotional
connect they are trying to realize make the people that ‘this world is yours, you are
the most beautiful part of this creation’. This is been said, narrated, explained,
guided, motivated and inspired to act by the change makers, who have brought the
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changes in themselves in the way they want to see the world. Those change makers
have contributed substantially to add values to the lives through their unique
innovations in thoughts, in products, in processes and by persuading all to take the
ownership to grow by themselves or helping others to grow. This paper articulates all
such things in a very concise manner. It is expected that the piece of work would
serve as a catalist for the social entrepreneurs all across the world to emulate with the
slogan “Educate, Enable, and Empower all” for making this world a better place to
live in.
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Corporate Governance of Microfinance Institutions and its
Impact on Sustainability- A Case Study

*Rachana Vishwakarma
Abstract

Introduction and Purpose - Corporate Governance has assumed significant
propositions in Indian microfinance sector after the Andhra Pradesh crisis during the
year 2010, in order to regain the confidence of investors and other stakeholders for the
accomplishment of sustainable business. Hence, this study explores the aspect of
corporate governance essential for effective governance of the microfinance
institutions and achieving the double bottom-line objectives. Further, this study seeks
to develop a structural model to examine empirically the interdependency of
corporate governance with the sustainability of microfinance institutions.

Firstly, the study identified 8 major factors i.e. board structures, disclosure and
transparency, board administration, board participation, board independence, risk
management, regulatory features and board effectiveness. These factors cover the
broader aspects of corporate governance which significantly contribute for governing
and directing the microfinance institutions in achieving their dual mission. It is also
evident from the study that, when the direct effect of corporate governance on
sustainability has been estimated along with performances (the mediator), the path
from corporate governance to achieving institutional sustainability is controlled
became weak, indicating that corporate governance has a statistically significant
indirect effect on sustainability of MFls through performance. Thus, the study found
the positive and significant impact of corporate governance on the sustainability.

Keywords: Corporate governance, Sustainability, Microfinance Institutions, NBFC-
MFlIs

JEL Classification Codes: G34, G21
INTRODUCTION

Microfinance institutions (MFIs) are means of microcredit delivery mechanisms
which provides thrift, credit and other financial services and products of very small
amounts mainly for the poor in rural, semi-urban or urban areas, enabling them to
raise their income levels and improve living standards (NABARD, 1998). During the
last two decades, there is a tremendous development of the microfinance industry
and its role in the economic growth of developing countries. This success can be
attributed to their ability to grant small loans to those excluded from the formal
banking sector due to lack of collateral security (Bassem, 2008). However, after the
Andhra Pradesh crisis, the MFIs find themselves in a critical situation because of
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multiple lending, over indebtedness, lower repayment rate, lack of capital etc for
ensuring viability and sustainability. The causes of such downturn could be the
inability of the existing framework of corporate management and the structure of
Corporate Governance to cope up with recent changes in the business environment.

The term “governance’ has been derived from the word ‘gubernare’, which means “to
rule or steer” (Bhasin, 2010). Corporate Governance is the relationship among various
participants in determining the direction and performance of corporations. The
primary participants are (1) the shareholders, (2) the management (led by the chief
executive officer), and (3) the Board of Directors (OECD, 2001). In the microfinance
field, the governance can be defined as the process of guiding an institution to
achieve its objectives while protecting its assets and act as a mechanism through
which donors, equity investors and other providers of funds ensure themselves that
their funds have been used according to the intended purposes (Hatarska, 2005).
Good corporate governance is a necessity for any institution to secure long term
sustainability and align policies and strategies with institutions” mission or goals.
(Rachel Kyte, IFC, 2011). It is an effective mechanism that helps in gaining the trust
and confidence amongst the stakeholders as it stands on the four pillars i.e.
Accountability, Responsibility, Transparency and Fairness. Further, it also helps to
minimize the chances of business risk and financial risk which ensure sustainable
business. It also contributes to efficient management, considering stakeholder
interests, boosting the microfinance institution's reputation and integrity and
fostering customer trust. Sustainability being a complex phenomenon, the dilemmas
in MFIs begin from strategic thinking arising from their consciousness of the
changing operating environment. It is the capacity to endure or sustain. In
microfinance, sustainability can be considered at several levels institutional, group,
and individual and can relate to organizational, managerial, and financial aspects (Sa-
Dhan, 2003). However, the issue of financial sustainability of microfinance
institutions has attracted more attention in mainstream analysis. In the broader
perspective, for sustenance of microfinance sector, MFIs are on the same pedestal and
becomes a necessary condition for the long-term survival. It is critical for MFIs for
being able to reach its target clientele and cover administrative and other costs. While
the social goals for reaching the poorest and attaining the poverty alleviation
programmes are valid, sustainability-standing on one’s own feet- is as true for a low-
income household receiving microfinance, a necessary requirement for the MFIs.
Sustainability has both internal and external implications- internal, in terms of
deposit and savings mobilization, financial performance, staff motivation, loan and
administrative costs, etc, and external, in terms of availability of funds for loan
disbursement, grant for community organizing and reaching out the poorest segment
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of customers and attaining appropriateness, training etc. various eminent author
gives their views by approach of their findings of the study. It is essential to
understand the approach behind the sustainability of microfinance institutions
because institutions try to achieve foremost goal and it is also issue that has impact of
the various mechanisms. Sustainability is in accordance with the duality of the MFI
goals in i.e. on one hand they strive to attain financial sustainability (Operational Self
Sustainability) and on the other to attain a high level of outreach to clients that need
their services most. (Daniel Muwamba, 2012).

SIGNIFICANCE OF THE STUDY

This study tries to identify the various corporate governance issues or aspects based
on which sustainability becomes a matter of concern. It also identifies corporate
governance challenges of MFIs and makes recommendations for sustainable
compliance. The present study enhances the existing body of knowledge by
examining the impact of the various corporate governance mechanisms and its effect
on the sustainability in context to Indian microfinance institutions. In this framework,
this study tries to shed light on the main determinants of corporate governance which
are essential for effective performance and sustainability. Besides, there has been
ample research in socio economic development by microfinance, governance and firm
performance, etc but research specific to corporate governance and sustainability
issues of Microfinance institution is few. This study is an attempt to fill the gap to
some extent which may helpful to the researcher, policy makers, practitioners etc.

LITERATURE REVIEW

The various literatures have been reviewed at national and international level but
none of the literatures cited an in-depth, as far as the studies have least ascertained
shows the lacuna in this area.

Table 1: Summary of Literature Reviews

Authors Main Findings
Mersland and They analyzed and found that local board has positive relations with
Strom (2008) financial performance rather than international directors, an internal

board auditor, and a female CEO. Outreach has positive relationship
with CEO/chairman duality

Coleman and Governance plays a critical role in the performance of MFIs. Board
Osei (2008) independence and a clear separation of the CEO and board
chairperson have a positive relation with both performance

measures. Board size has positive relationship with profitability but

negatively related to outreach.
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Thankom A. & They identified that external governance indicators emerge as
Annim S. significant variable for the poverty reduction objective of MFIs where
K.(2010) as fail to cause changes in the profitability of MFIs

Aras and They realized the benefit of disclosure as they are positive related

Crowther (2008)

with sustainability. The extent of disclosure manifest through the
reporting for sustainability

Bassem (2009)

Regulation and female board has positive influence on the financial
performance and they further identified tradeoff between MFls
outreach and sustainability depending on large board size and higher
proportion of unaffiliated director as it has positively impact on
outreach and sustainability

Gohar R. and
Batool A. (2014)

They found that the governance variables have a influence on the
performance (economic and social) and productivity of the MFIs in
Pakistan. Larger boards inversely affect economic performance and a
positive effect on outreach and productivity.

Shrivastava P. &
Addas A.(2014)

Disclosure is very important aspects leads to sustainability of
corporation. Board meeting attendance is an important indicates that
more disciplined boards result in better sustainability performance

Strom et al. (2014)

Female leadership is significantly associated with larger boards,
younger firms, a non-commercial legal status and more female
clientele. Furthermore they found that a female CEO and a female
chairman are positively related to microbank performance, but this
result has driven by MFIs” female market orientation rather than by
improved governance

Mori N. (2014)

There is positive effect of directors' level of education on boards'
performance, while no evidence was found with regard to the effect
of female directors on boards' performance

Nawaz A. and
Igbal S. (2015)

Corporate governance practices has no significant impact on financial
stability (ROA and OSS ) of Asian MFIs. Greater operating expenses
(OER) and higher portfolio yield (PY) has associated with improved
governance practices

Paul G. D. et al
(2015)

Board Composition and the Composition of Board Committees have
significant relationship with banks financial performance i.e Earnings
per share and return on assets

Mahajan V. and
Nagasri (2011)

In this study they tried to examine what comes in the way of making
Indian MFIs sustainable and what can facilitates this and an attempt
has been made to look at sustainability from multiple dimensions

and found that Governance are crucial to its sustainability
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Lakshminarayana | He found that transparency is one of the dominant factors in
(2012) governance process than auditing and accounting factor for the MFIs
followed by grievance redressal mechanism and regulatory boards
play a major role in establishing governance in MFIs

Galema et.al They found that powerful CEOs of microfinance nongovernmental
(2011) organizations (NGOs) have more decision-making freedom than
powerful CEOs of other types of MFIs which induced them to make

more extreme decisions that increase risk

Shrivastava P. More disciplined boards and Boards with a higher percentage of
and Addas A. independent directors have higher disclosure scores result in better
(2014) sustainability performance

Thrikawala s et al | Percentage of women director has positive impact on MFIs
(2013) performance

Azim (2012) He observed by using Structural Equation Modeling that some

governance mechanisms have positive covariance, while some have
negative covariance. Thus, he arrived at no consistent and significant
relationship between governance mechanisms and financial
performance.

RESEARCH GAP

The numerous studies have analyzed the association between corporate governance
and firm performance in the context MFIs of western countries but very limited
numbers of researches have been done in context to Indian MFIs. Previous studies
have linked corporate governance and firm performance and showed the impact of
few aspects of corporate governance related to the board, regulation and ownership
but none of the study analyses the aggregate effect as well as individual corporate
governance aspects at one place. The existing studies mainly focused on the effect of
governance issues related to the board on the MFIs" on profitability measures but
very few studies show the relationship of corporate governance and sustainability
empirically.

Therefore, there is an urgent need to find out that in what ways the corporate
governance standards could bring about effective competencies of Indian MFIs.

OBJECTIVES OF THE STUDY

The primary objective of this research is to study the relevance of corporate
governance in MFIs and impact of corporate governance mechanism on the
sustainability of Microfinance Finance Institutions (MFIs). In regard to this, the
various other secondary objectives framed for the study are as follows:
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