


Dr Kuldip Maity, MD & CEO, was adjudged the Champion of Change by the Interactive
Forum of Indian Economy for his contribution in financial inclusion which trigerred a
broad-spectrum improvement in the 117 ‘Aspirational Districts'.
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FROM THE

Chairman’s desk

Caring for the Environment

Our growth has to be sustainable

As our organization grows, it always makes sense
to remind ourselves about why we started our
journey. We need to be reminded of the motivation
behind our existence in our chosen field to ensure
that the original aspiration doesn't fall by the
wayside. Our entry into microfinance was inspired
byBangladesh's Grameen Bank and the life and work

of its founder Prof. Muhammad Yunus in changing
the lives of the poor. We took the microloans route
because we thought that it could deliver a sustain-
able growth strategy for all the stakeholders.

Having set out our mission in microloans, we began
our journey in 1996-97 with support from the Rash-
triya Mahila Kosh and the Small Industries Develop-
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ment Bank of India and, as the subsequent journey
proves, we had, indeed, chosen the right path.

In the next 10 years, the growth as a microfinance
business created certain imperatives for the orga-
nization to become a non-banking financial compa-
ny. The Village Financial Services Private Limited
was formed as an NBFC in 2006. Today, VFS is one
of the most renowned, reputable and leading
microfinance institutions in India.

As | sit writing this, it strikes me how inevitable it
has been in the context of our aspiration. The
journey has not been a cakewalk—it has been
tough and full of challenges. We had worked day
and night during our initial days and struggled to
survive, but | am happy to see that our Managing
Director and the entire team is working with the
same zeal and inspiration of the initial days but
with a new vision of growth built on well-designed
and systematic procedures.

To be very honest, being rural social workers in our
initial days, we could never imagine the technologi-
cal advances that we have since made. We started
working for the people with a vision of improving
the standard of living of poor women, and technol-

ogy was never a focus for us in the sense it is today.

It was the growth and expansion of our organiza-
tion that made us gradually realize that technology
was going to be a key driver for the next generation
and we got down to adopting emerging technolo-
gies to make our delivery more efficient. We also
realized that this was the only way to improve
transparency. Now we are very well connected with
our customers in the operational areas with the
help of technology.

What sets VFS apart in the microfinance business?
Our answer is simple. VFS considers its customers
as family. Putting it in a more formal way, our
answer would be that VFS strives for the best port-
folio quality, and its customer connects, which you
may call the human touch, are the best in the
industry. The main factors that make us different

are:
e customer connect

* social approach
* capacity-building support
+ customer-friendly product

We do not want any growth that could come by
compromising on our core values or compliance—
the very things that define VFS and make people
trust us. Let me iterate that VFS is not merely a
company. We, along with our customers, are a
family that is growing. While financial and social
prosperity is our first priority, as the family's elder |
would like to remind all that taking care of the envi-
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ronment should also be a priority.

To conclude, we should not forget the growing
impact of climate change, especially on the lives of
the poor—the section of the populace that is the
most vulnerable to vagaries of nature and shifts in
weather that affect crops and livelihoods and even
their physical existence. The mandate of VFS is to
alleviate poverty by helping poor women fund their
livelihoods by becoming entrepreneurs with micro-
loans.

| would, therefore, like to remind everyone about
the importance of doing our bit to protect the envi-
ronment, and trying to offset the effects of global
warming, whether by encouraging people to plant
trees or otherwise. Yes, growth is important, but it
has to be sustainable. And this growth comes not
just from revenues and customer numbers. It
needs to happen in a sustainable environment. As
we head for a customer base of one million, we
should not forget to address social issues such as
global warming and climate change.

| will, therefore, end by saying:

Care for Nature, and Nature will take care of you in
return.

With warm wishes,

Hﬂhﬂ ;’ij]

Ajit Kumar Maity



FROM THE

MD'’s des

A Year of Milestones

Rs1000-crore loan portfolio, footprints in 11 states

Last year, we had decided to go for a carefully-crafted
strategy of growth, both in terms of customer num-
bers and geography.

| am happy to report that VFS has been immensely
successful in accomplishing this mission. It reached
out to people in those pockets in India’s hinterland
which have not taken part in economic development
as yet.

It is a matter of great pride that our loan portfolio
has crossed the Rs 1,000-crore milestone in the fiscal

year 2019. During the year, we also reached out to
a new state—the Abode of the Clouds, Meghalaya.
Now we are present in 11 Indian states, serving
4.71 lakh customers through 238 branches and
1,452 employees. We plan to serve one million
customers in FY2021.

| take this opportunity to thank everyone in the VFS
family—our employees, bankers and institutional
lenders, investors, and, above all, our custom-
ers—for this achievement. We exist for our
customers and we will never deviate from our
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commitment to serving their financial needs and
handholding them to a better life.

It is perhaps not entirely out of place in this context
to iterate the basic goal that defines and separates
a microfinance institution (MFI) from other financial
institutions. The MFIs are not simply a vehicle for
lending but they have a larger purpose. As an MF,
we believe in the twin objectives of social commit-
ment to serve the under-privileged customers and,
at the same time, operating profitability. This
means the task of an MFI doesn't end at merely
creating the loan book. It goes beyond that —hand-
holding our customers and making entrepreneurs
out of them. The second objective flows from the
first and they are intertwined. If a customer is not
successful in her business venture, however small it
is, she would not be able to service her loan and, in
the process, we will end up accumulating bad
assets. So, the key to doing well as an MFl is respon-
sible financing and a credit-plus approach.

The so-called double bottom-line implies a respon-
sible delivery of financial services to the poor. The
sustainability of the entire chain of MFI operations
doesn't start and end with just giving out a loan,
making the customer earn and encouraging repay-
ment of the loan. The MFIs are also tasked with
helping them become aware of the ecosystem in
which they do their business, improving their finan-
cial literacy and giving them the knowledge and
instinct to survive and sustain their families. In
other words, serving as an agent to take them out of
the grip of poverty permanently.

| am happy to say that VFS has not only kept in mind
its MFI mandate but also continued to add value to
the concept of responsible finance. In sync with the
government’s goals, VFS has already put on the
ground initiatives under the Aspirational District
Programme in 117 districts in India. The Aspiration-
al District Programme was launched by Honourable
Prime Minister of India on January 5, 2018, to rapid-
ly transform the districts that have shown relatively
lesser progress in social areas.

As a testimony to the fact that we are on the right
track, the Vice-President of India, Shree M. Venkaiah
Naidu Ji, conferred the Champion of Change award
on VFS. The Interactive Forum of Indian Economy
has instituted this award and the awardees were
chosen based on what they have done in health and
nutrition, education, agriculture, water resources,
financial inclusion, skill development and infrastruc-
ture. | accepted the award with all humility on
behalf of the VFS family.

We are also focused on complete digitalization and
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going cashless. However, it is being done in phases,
keeping in mind the affordability of the process. |
am happy to report that our entire disbursement
process is now completely cashless. | am confident
that we will complete the digitalization process
within the timeframe envisaged, in a cost-effective
manager. In this context, | must iterate and remind
you that technology cannot replace human connec-
tivity. We are in the business of non-collateralized
loans. Our relationship with the borrowers is our
collateral. So, we will always follow a touch and tech
model.

Also, an MFI's task doesn't end with the first cycle of
a loan. As a customer prospers and grows so does
her need for credit. She continues to look up to us
for supportin her entrepreneurial journey. Appreci-
ating this transitional cycle and the evolving credit
needs of our customers, VFS launched a pilot
project on SME credit in the last fiscal year across 20
branches in West Bengal. The pilot, initiated in less
than 10 per cent of our branches, has proved its
efficacy. We are ready to roll out the programme.

The plan is to increase the coverage of SME loans in
phases. In FY2020, we intend to roll out the product
across 100 branches in West Bengal and Bihar. The SME
loan disbursement target set for the year is Rs 50 crore.
Indeed it is small, but the beginning is being made.
It is up to us to ramp up the portfolio with right risk
management and due diligence.

Last but not least, we are committed to creating and
spreading financial awareness. Along with providing
easy access to credit, we will continue to teach our
customers how to utilize their money in the most
effective way, how to save and how to spend. We
have standardized the financial education initiative
and are delivering it through the digital route.

Regards,

=

o .f__f__,

Dr. Kuldip Maity



HE JOURNEY
The story of VFS's
steady climb

VFS drafts new vision: | 2'. z .i'
Towards 1 million customers 01 8' 9

VFS turns a limited company,
Injection of Private Equity funding 201 7'1 8

vson 2020 | 2016-17

Reclassification
by RBI as NBFC-MFI 201 3'1 4

Acquisition of NBFC, renamed
as Village Financial
Services Pvt Ltd

2006-07

Formation of Village Microfinance Services
under Section 25 of the Companies Act

Beginning of
microfinance operations

Formation of
Village Welfare
Society

1982-83
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RESENCE IN INDIA

VES Is now present across
11 states in India
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State-Wise Branches
West Bengal 121
Assam 16
Bihar 23
Chhattisgarh 10
Jharkhand 5
Madhya Pradesh ¥
Meghalaya 1
Odisha [
Sikkim 2
Tripura 26
Uttarakhand 5
Total 238




DRIVEN BY
the mandate
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VFS, true to its mandate, is dedicated to a robust engagement with its
customers. A subcommittee set up by the Reserve Bank of India, in its report
dated January 19, 2011, clearly specifies its understanding of microfinance
institutions as a tool for development and poverty alleviation and that is the
mandate for the MFIs.

Therefore, for us in VFS, our customers are not just loan-seekers. They are,
in a sense, our mandated mission. Every loan engagement for us means
tracking a customer'’s journey through every rupee spent out of the loan.
Every loan given out is a trigger to create a trail of prosperity.

In helping the nation in its quest to alleviate poverty, we are focused on
women. Handed-down belief and our experience support the proposition
that if one empowers women, the whole country is empowered. Besides,
women are found to be more responsible when it comes to putting money
to use to generate value. Loans from MFIs are seen as tools for capacity
creation in the nation’s fight against poverty. And women are seen as excel-
lent agents in this act as they not only take great care in ensuring that loans
are repaid, but also ensure that a loan is utilized for the purpose it was taken
and for no other purpose.

What is even more important to note is that capacity creation is not a static




concept. Itis dynamic in its require-
ment to create sustainability.
Women are found not only to be
involved as agents in capacity
creation, but they prefer to do so in
a manner that tends to empower
the next generation and depen- 12%
dents as well. The intergenerational

transferability of capacity is the

target and meaning of sustainability. &

Among our customers, 22 per cent
have no dependent, 32 per cent
have one dependent (the highest in
the cohort), 28 per cent have two,
12 per cent have three and a negli-
gible seven per cent have four
dependents.

In any disbursed loan situation, if
the borrower gets to put the funds
to productive use, the direct social
benefit accrues to more than one. If
the person concerned has even
one dependent, it directly gets to benefit more than
one: that is the logic on which the entire philosophy
of MFI operations works in the context of the devel-
opment paradigm.

The challenge here is capacity creation. Empower-
ment involves capacity creation. Our clients are all
micro-entrepreneurs. To most of them, their house
is their workplace, two-wheelers are their main
aspirational modes of transport, electricity and cook-
ing gas are major improvements in lifestyle. Given a
situation of this sort, one could easily look at the
figures of such facilities owned by them to check the

Prosperity Indices

Terraced Pucca House | 4
Bicycle
Motorized 2-wheelers _ 7%

Phone

LPG or electric cooking | NS C 7%
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Family Size Analysis
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success of our mandated mission.

According to a survey done by us in a sample base of
our customers, we found over 66 per cent of our
customers now have a terraced house. This has a big
implication as this implies that more than half of our
customers are part of the prosperity chain and have
been able to add to owned capacity, enabling them to
create better workplaces for themselves.

The ownership of electricity or LPG connection at
67.48 per cent can be taken as a validator of the
density of the terraced-house ownership. Given

H—d 66%

.., 8%

Percentage of Customers








































































































































































































































































