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Abstract 

A key tenet in the definition of impact investing is that the investment must be made with the 

intention of making a social impact. Yet, there is little literature that addresses the constitution 

of such intentionality. Without clarity, the prospect of credibly implementing intention is bleak, 

which renders the whole definition of impact investing weak and practically useless. By 

specifically studying the intention of making investments in microfinance institutions (MFIs) 

in India, this research addresses the question of whether such investments qualify as ‘impact 

investments’ or not.  

Towards the objective, the Reasoned Action Approach (RAA) is applied to elicit a causal 

analysis to explain the behaviour of MFIs. The investors’ intention and influence on the 

behaviour of MFIs is germane. 67 semi-structured interviews and questionnaires were 

administered to five strata of strategic decision-makers of influencers viz., asset owners, 

investment managers, banks and service providers. Social impact is characterised by corporate 

governance, business behaviour, human resource and community involvement. Financial 

returns are analysed using the Du Pont formula - Net Profit Margin, Asset Turnover Ratio and 

Financial Leverage. Taken together, these seven characteristic behaviours unveil the 

behavioural predilection of each stratum of respondents. The study factors that the behaviour 

of MFIs is determined not only by the willingness but also by the ability of investees to manage 

social impact alongside financial returns. The Analytical Hierarchy Process (AHP) is deployed 

to disentangle complex decisions that are faced by MFIs. The AHP decrypts respondents’ 

choices, the ease with which such choices are made and unravels that there is a disposition to 

select financial return vis-à-vis social impact. MFI promoters and donors are brought in for 

validation.  

The key findings are: (i) the intention of social impact was limited, and the focus was primarily 

on financial returns; (ii) the relationship between social impact and financial return is complex 

and inextricably inter-dependent; therefore, ‘standards’ of evaluation will have to combine 

social impact and financial return (iii) both impact investors and MFIs, show a high degree of 

isomorphism, on both intention and behaviour of social impact. These findings have direct 

applications to (a) public policy on impact investments in India and elsewhere, (b) social 

enterprises’ strategy, (c) corporate policies of impact investors and (d) bridge the gap between 

theoretical definitions and practical applications. The literature section can also be applied for 

studies on behavioural finance, institutional structures and regulation of impact investments.   
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Glossary of Terms 

 

AHP – decomposes a complex decision into a hierarchy of simpler decisions and evaluates the 

relative importance of various elements. 

Attitude – is the psychological construct that characterizes a predisposed state of mind of an 

individual and exhibits the individual’s readiness to act or react (responsive) in a certain way.  

Beneficiaries – are the clients of MFIs. Beneficiary connotes the charitable nature of 

microfinance, whereas the customer term was used more from a business intent. 

Big Society Capital (BSC) – was set up in 2012 in the UK as a fund of funds. BSC’s objective 

was to cultivate the social impact investment market by investing through impact funds, with 

the explicit expectation that impact alongside financial return will be delivered. BSC is, 

arguably, the world’s earliest independent social investment fund for wholesale impact finance. 

BSC positions itself as a thought leader and likes to play a headship role in the ideation, the 

practice, and the overall impact investment ecosystem. BSC, as an asset owner, invests in banks 

or funds that further do impact investing. BSC has made direct investments into impact 

investment ecosystem institutions such as investment advisors, arrangers etc. BSC has 

catalysed the market by “crowding in” other impact investors. BSC, as a thought leader, 

engages in the practices of impact amongst investors and signposts impact finance for 

facilitating social entrepreneurs’ pursuit for seeking impact investments. No respondent in this 

study was associated with BSC. 

Commercialisation – Nair (2005) describes it as an adaptation from being a donor-dependent, 

not-for-profit institution to a regulated, for-profit financial institution.  

C-level Executive(s) – are the senior management of an organisation, the highest-ranking 

executives in charge of various verticals and making corporate decisions. The "C" stands for 

"Chief". e.g., Chief Executive Officer (CEO). 
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Cronbach’s Alpha - measures reliability i.e., how well a test does what it is intended to do. 

Specifically, Cronbach’s Alpha supports the evaluation of internal consistency of multiple-

question with Likert- scale, response-based surveys. Cronbach’s alpha is particularly useful in 

the case of latent variables, which are hidden or unobservable, or variables that are very 

difficult to measure such as objectivity, conscientiousness, openness etc. Cronbach’s Alpha is 

generally accepted to measure the accuracy of the variable of interest. 

Equity investment (or investment) – is the buying and holding of shares of a Company in the 

expectation of income from dividends and capital gains. 

Global Impact Investing Network (GIIN) – is a US-registered association that facilitates the 

development and professionalisation of impact investing. GIIN activities includes fostering 

collaboration, developing and disseminating relevant resources, tools, etc (https://thegiin.org/) 

The GIIN has notably developed the Impact Reporting and Investment Standards (IRIS). IRIS 

is a database of indicators with their definition that can be used for impact measurement and 

management. Irene et al. (2016) reviews the indicators and metrics relevant for impact 

investing. The GIIN launched the IRIS+ version (May 2019), providing an improved dataset 

of impact metrics for increased data clarity, reliability, and comparability 

(https://iris.thegiin.org/). 

Hurdle rate – is the minimum expected return on investment that is required by an investor or 

investment manager to make an investment 

ImpactBase – is the largest source of impact investing data, managed by GIIN. There is still 

no authoritative or monolithic source – either regulatory or voluntary – of various facets of 

fund data, including impact measurement, globally or in India, Matthews et al. (2015). Findlay 

and Moran (2019) contend that many funds on ImpactBase react with “n/a” on impact reports. 

It raises questions showing a side of the serious or the intention to provide impact data. It casts 

aspersions that measurement reporting is not important in ImpactBase’s database. Findlay and 

Moran (2019) contend that ImpactBase has chosen to show growth of the impact investing 

sector in their listing over more rigorous screening by accepting many funds as impact funds, 

thereby eroding their reliability on impact investing norms. However, they also point out to 

significant tightening of norms and implementation that has led to improved reporting 

standards in the 2011- ‘16 period. 

Impact investing – the act of making impact investments 
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Impact Investments - are investments made with the intention of generating positive, 

measurable impact alongside a financial return.1 

Impact-first investors – are prepared to accept a higher risk or a lower return for making an 

impact. Finance-first investors focus on achieving commercial Risk-Adjusted Return but 

additionally would also like to achieve impact, if possible. 

Intention - is the state of the mind that signifies a commitment to act.  

Investment community – The investment community includes various participants who 

contribute or have contributed to the impact investment space viz., donors, investment 

managers, limited partners, service providers, development financial institutions, scheduled 

commercial banks etc. 

Microfinance – is defined as “financial services for the poor”, Gonzalez and Rosenberg 

(2006).2 Modern microfinance Trezza (2006), Robinson (2001) posits that financial access 

would ipso facto create social development of the poor; the premise is that microfinance has a 

self-sustainable business model. 

Microfinance Information Exchange (MixMarket) – has been generally accepted to be the 

standard database on the various performance parameters, albeit largely financial, of MFIs 

across the world, e.g., Hudon et al (2020), Cull et al. (2016). Currently owned by the World 

Bank, MixMarket, has 121 countries in its listing, annual periodicity of reporting, a temporal 

coverage from 1999 – 2019. As D’Espallier et al. (2017) point out, a notable shortcoming of 

the dataset is response bias emanating from the data collection method used: Voluntary and 

self-reported by MFIs. 

Multiple Criteria Decision Analysis (MCDA) - is a set of techniques that explicitly evaluate 

multiple, often conflicting, criteria for decision making. Characteristically, a unique optimal 

solution is hard to find. The AHP is an MCDA technique. 

 

1 Source: https://thegiin.org/impact-investing/need-to-know/#what-is-impact-investing accessed Oct 23, 2019 

2 Other definitions, e.g., those given by Ledgerwood (1999), Otero (1999), Daley-Harris and Awimbo (2011), are 
deemed equivalent.  
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Priority Sector Lending (PSL) – Mandated by RBI, banks must allocate a portion of their 

loan portfolio to sectors like agriculture, housing, education, etc. Banks need to be compliant 

and meet targets. (Source: “Master Directions – Priority Sector Lending (PSL) – Targets and 

Classification”, 2020)  

Reasoned Action Approach (RAA) – is a framework for predicting and changing human 

behaviour. Fishbein & Ajzen (2011), “The attitude towards behaviour, perceived norms and 

perceived behavioural control determine people's intentions and intentions predict 

behaviours.” 

Reserve Bank of India (RBI) – is the banking and financial sector regulator in India. 

Return on Investment (RoI) – (or financial return) –is a performance measure of investment.  

Risk-Adjusted Return (RAR) - is the calculation of the potential return - whether taken as 

profit, potential profit, or any profitability indicator - from an investment that factors the 

accompanying risk. The risk is benchmarked to a nearly risk-free investment like a Treasury 

bill, which is usually used for comparison. The risk calculation is measured either in absolute 

numbers or a rating. Common risk measures include Jensen’s Alpha, beta, standard deviation, 

R-squared, the Sharpe ratio, Value At Risk , Treynor Ratio etc. When comparing two or more 

investments, the same risk measure must be applied. 

R-squared – provides a measure of goodness-of-fit of regression models. The R-squared value 

indicates how much the independent variables explain the variance in the dependent variable. 

The adjusted R-squared adjusts for the number of predictors in the model. By adding more 

independent variables to a regression model, the R-squared value can be increased. This 

‘overfitting’ returns an unwarranted high R-squared value. Supporting the principle of 

parsimony, the adjusted R-squared increases only by including incremental variables when the 

model improves more than would be expected randomly.  

Self Help Group (SHG) - is an informal, unregistered group of poor, women. This voluntary 

group is considered homogenous since it is based on common interest, solidarity, and 

cooperative principles. The intention is that they can collectively think, organise, and operate 

for their collective development and extend peer-to-peer support 

Social enterprise (SE) – applies commercial strategies to bring about social impact alongside 

profits. 
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Social impact (or impact) – refers to the benefits that accrue to the society or community with 

programmes or business practices.  

Social system – is defined by Rogers (1962) as “a set of interrelated units that are engaged in 

joint problem solving to accomplish a common goal.” In the case of impact investing, the social 

system comprises venture managers, asset owners, banks and service providers all of whom 

were interrelated units engaged in the common practice and innovation of impact investing. 

Investees also form part of this social system. 

Strategic intent – defines the purpose of the organization, what they want to do, and why they 

want to do it. 

Strategic Decision Makers – of an organisation are the Board and/or C-suite. In this research, 

they are part of the investment community that control or influence their organisations’ 

relationship with MFIs/ Social Enterprises.  

Transformation - is the legal process of commercialization from non-profit entities to for-

profit financial intermediaries.  

Social Return on Investment (SROI)- assesses the value of an intervention such as an impact 

investment, Antadze & Westley (2012). SROI builds on economic reasoning estimates, in 

monetary terms, the value created in terms of social, environmental and economic costs against 

benefits, Epstein & Yuthas (2017), Fischer & Richter (2017); Nicholls (2017), Lehner (2016), 

Kroeger and Weber (2016). SROI accounts for broader and long-term outcomes, Arvidson et 

al. (2013), Fischer & Richter (2017), Nicholls (2009). SROI is now a prominent monetization 

technique for impact evaluation using a Theory of Change and can be used on several datasets 

e.g., on GIIN’s IRIS, Arvidson et al. (2013) 
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Chapter 1: Introduction 

1.1. Background Context and Motivation  

Impact investing is important, both for India and more widely globally, for financing 

sustainable development. Jeucken and Bouma (2017), Carè (2018), Chiesa and Barua (2019) 

suggest that impact investing has been driving businesses towards becoming more responsible. 

In 2007, the term “impact investing” was coined by The Rockefeller Foundation, but not 

universally adopted. Since then, several definitions came into vogue. Höchstädter and Scheck 

(2015) run through more than 150 publications to arrive at a standard definition. They find that 

the characteristic features of impact investing are to have (i) an intention to generate a positive, 

(ii) measurable social impact (iii) alongside a financial return.  

The size of the impact investing market has been estimated in the wide range of $400 billion 

to $1 trillion in invested capital, O’Donohoe et al. (2010), Sardy and Lewin (2016). UNCTAD 

(2018) points out that achieving the Sustainable Development Goals (SDGs) by 2030 needs an 

estimated USD 5 -7 Trillion and, an investment gap of about USD 2.5 trillion in developing 

countries. For India, the challenge of achieving the SDG translates to a financing gap of USD 

565 billion. Governments alone cannot achieve the SDG, in ways that are both inclusive and 

scalable, Rangan et al (2011). The Impact Investors’ Council (IIC) of India, which counted 

$2.6 billion in impact deals in 2020 and $3.5 billion in 2019, shows the massive gap in the 

demand-supply of impact investments. To fulfil this financing gap, both a better understanding 

and active growth of impact investing is imperative. Despite the growing practice, and 

significance, there is a dire need for more theoretically robust, but practical, work on impact 

investing. Daggers and Nicholls (2016) lament that the body of academic literature on impact 

investing is thin.  

Recent work develops a shared understanding of conceptualising impact investing: This 

includes the use of various legal structures, techniques, financial instruments, market-specific 

investors listing, and case studies of investments and investee context. However, singular 

investments case studies or investor-investee relationships form much of the work on impact 

investing, Chiappini (2017). Sardy and Lewin (2016) suggest the need for a comprehensive 

theoretic framework on impact investing. Abt (2018) points out that the confusion about impact 

investing's key principles and practices has rendered it challenging for impact investing to be 

properly harnessed: The debate around ‘appropriate rates of return’ has exacerbated in-fighting 
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among practitioners; ‘questionable theories of impact’ have spawned confusion about the 

character and quality of evidence to demonstrate impact. Indeed, Rittel and Webber (1973) 

identified organizational decisions that combined social and economic factors to be intractable, 

terming them “wicked problems”. The literature on impact investing also suggests that some 

best practices for effective impact investing are the importance of strategic management of 

multiple, often conflicting, criteria and optimise them e.g., see Scarlata, Zacharakis, & Walske 

(2016). 

The practice of impact investing in India, which is widely acknowledged to have started in 

2001, gained momentum in the 2000s as Ravi et al (2019) and Pandit & Tamhane (2017) 

indicate notwithstanding inadequate theoretical underpinning to complement the growth. Dutt 

et al (2014) point out that over 50 per cent of the social impact enterprises started growing only 

in the post-2010. Impact investments in India touched the billion-dollar mark in 2015, Pandit 

and Tamhane (2017). Between 2010 and 2016, over USD 5.2 billion was invested in India as 

impact capital across 485 deals. Dutt et al. (2014) point out, that more than 50 per cent of the 

impact investments in India was made in Microfinance Institutions (MFIs). Therefore, a study 

of impact investments in microfinance assumes significance. Since the willingness and the 

ability of impact investors to invest in social impact are dynamic and can vary over time, the 

research concentrates on the 2010- ‘16 period as the selected timeframe.  

1.2. Research Aim, Objectives and Questions 

The principal research question is: Given that intention is inalienable to the definition of impact 

investment do investments in microfinance qualify as impact investments? Therefore, the 

research aim was to establish whether investments in microfinance institutions in India, had 

the intention of social impact.  

The research objective was further analysed into the following sub-objectives: 

i. To establish whether impact investors had the intention of making an impact 

ii. To establish whether investors required that impact to be measured, monitored, and 

reported by MFIs  
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iii. To establish if investors did and could ensure that MFIs in their portfolio created impact 

and ascertain the extent to which not achieving impact had an implication for the 

portfolio relationship. 

iv. To establish if strategic decisions show that there are trade-offs between social impact 

and financial return  

v. To determine the priorities of investors within the specific elements. Factors that 

contribute to social impact and financial return 

To put these objectives in context, a close examination of the relevant literature and extant 

theory in this field has been undertaken.  

1.3. Research Approach 

Intentions are precursors of behaviour. Behaviour leads to long-term outcomes and impact. 

Thus, the discourse on impact assessment of investees, such as MFIs, begs a higher-order 

question, i.e., whether the MFIs even intended the impact. Coupled with the willingness is the 

need for an assessment of the ability of MFIs to deliver social impact. By studying the clients 

of MFIs, it may be possible only to measure impact itself. However, identifying the willingness 

and the ability to make an impact can only be addressed by a study at the institutional level.  

Scarlato (2012) discusses how investments may transform enterprise behaviour, particularly 

SEs, which have dual objectives. In discussing the financial success of MFIs reports, e.g., Chen 

et al. (2010) point to the significant influence of impact investors on strategic decision making. 

The degree to which investors believe they influence the MFI governance and strategic 

direction is ascertained in this research. Consequently, the investment community is the 

sampling frame. The investment community would also be suitably placed to identify any 

adverse exogenous factors e.g., a regulation that allowed sustained financial return but not 

social impact. Jackson (2013) advocates that rigorous impact monitoring and evaluation 

processes must replace the prevalent practice of softer assessments such as case-based 

storytelling. The investor community is best equipped to address the question of whether there 

is a differential treatment by impact investors in monitoring financial returns and impact. And 

does that denote an implied preference of financial return vis-à-vis impact, while 
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simultaneously trying to achieve both? The strategic intent must be seen in the context of the 

complexity of decision making involved. Given the context, it is important to assess the 

incentives of managers to create and manage the social impact. To that end, a mixed approach 

is adopted. An open-ended discussion follows the administration of structured qualitative 

interviews with a sample of 67 respondents. Questionnaires are designed to addresses the 

question of intention and priority. The Reasoned Action Approach (RAA) addresses the 

question of intention. The Analytical Hierarchy Process (AHP) addresses the question of 

priority in terms of the complex prioritising choices and making trade-offs between social 

impact and financial returns. 

1.4. Contribution of the Study  

Theoretically, the intention of making a positive social impact with the investments has been 

acknowledged as a defining aspect of impact investing e.g., Addis et al (2013), Boerner (2012); 

Brown and Swersky (2012). Yet, there are few, if any, academic publications that directly seek 

to address the question of the intentionality of impact investors; certainly, none in the Indian 

context. Ravi et. al (2019) point out that while impact investing in India may have mirrored 

several trends and challenges witnessed globally, several peculiar aspects make impact 

investing a critical subject to examine from a policy perspective. Their recommendations for 

public policy in India are: Clear definition of social impact, understanding the willingness-to-

pay for social impact, a cohesion on measures and indicators of social impact, practicable and 

evidence-backed knowledge on impact investing. Within the context of impact investing in 

microfinance, this research addresses questions raised by Ravi et al (2019) thereby directly 

contributing to academic theory. The study also provides fertile ground for further research on 

impact investing beyond microfinance and beyond India  

In drawing the blueprint for the future of impact investing, Bouri et al (2018) outline eighteen 

actions that are urgently required for a long-term shift to reshape financial markets. 

Specifically, three areas benefit directly from this research: First and foremost, to strengthen 

the identity of impact investing. This would comprise a set of universally agreed-upon 

standards that define the meaning of being a “socially responsible investor”. Second, to change 

the paradigm that governs investment behaviour and expectations. The third, is to revise 

investment theory to integrate impact: This would entail making investment theory on the third 

axis along with the two axes of risk and return. By studying intention, this research contributes 
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directly to the identity issue of impact investing. This research also provides insights into 

behaviour and expectations. Less directly, the research also explores the feasibility of impact 

forming the third axis modifying classical finance literature on investments. The findings of 

the research may be adopted for use in corporate policy and governance of both impact 

investors and social enterprises in India and globally.  

A more direct application may be for strengthening Social Stock Exchanges (SSE) in India and 

elsewhere. Finance Minister, Government of India, Sitharaman (2019) announced that India 

will set up a social stock exchange (SSE) to incentivize impact investments and channel capital 

towards SEs, which was formally launched in September 2021. Having prudential norms on 

impact investment is a sine qua non for the effective fulfilment of such a Social Stock Exchange 

and, therefore, this research assumes greater significance from the perspective of appropriate 

future public policy. To this end, a single specific research question is set out below which is 

tied directly to five specific objectives this research is intended to achieve. 

1.5. Thesis Organisation 

The intention of social impact is a sine qua non for an investment to be called an impact 

investment. Therefore, the thesis organisation statement centres around the question of whether 

investments in microfinance institutions in India were attentive to social impact or financial 

return. 

The second chapter is the Literature Review. Section 2.2 provides the background details 

emphasising the importance of impact investing. In that, Section 2.3 deliberates on delineating 

‘impact investing’ from similar terms. This was imperative since this delineation formed the 

basis on which the boundary of the current research will be drawn. The next section discusses 

how impact investing is a synthetic combination of grant and commercial finance and, 

therefore, is likely to elicit business behaviour accordingly. This is particularly important since 

the impact investing space is an eclectic confluence of participants. The GIIN website outlines 

(accessed December 21, 2021) that impact investments are often made by multiple kinds of 

investors coming together, with different expectations on financial returns, social and 

environmental impact focus etc. by combining various types of capital and financial 

instruments. In particular, Section 2.4 discusses how impact investing can be synthetically 

financially engineered by blending commercial capital with grants. This has implications on 

the cost of funds and expectations of asset owners of impact funds.  This logically leads to 
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Section 2.5 which discusses the heart of impact investing is ‘intention’, which is also, and 

therefore, the topic of this research. A study of intention can serve as a useful classifier to 

channel public finance incentives. A key part of such debate is the expected rate of return and 

whether investors are willing to sacrifice expected returns for making an incremental social 

impact. This is discussed in Section 2.6. 

To specifically address the questions that connect intention and impact investment, the research 

also needs to review the behaviour of investees. In that, the research focusses on MFIs in India. 

Section 2.8 reviews how MFIs are social enterprises. Section 2.9 then synthesises the literature 

on the impact of microfinance. The other side of the coin of intention is the ability and together 

they determine the behaviour. Therefore, the study factors the ability to make a social impact 

while pursuing financial returns. Within this context, the legal structure is discussed in Section 

2.10, business model related behaviour in Section 2.11 and corporate governance in Section 

2.12 are discussed.  

Section 2.13 provides the academic basis of the control and influence that financiers have on 

their investees. Therefore, this section determines the extent to which impact investors may be 

held responsible or even liable for the behaviour of their investees. As an extension, Section 

2.14 provides the literature context of impact investing as innovation and explores whether 

different (better) practices could have been initiated by impact investors, provided they had the 

intention. The section explores whether the adoption of innovative financial products, coupled 

together with the impact management practices. Finally, Section 2.15 provides a review of 

literature on uniformity, homogeneity and isomorphism provides insights into the 

generalisability of research conducted. 

Chapter 3 provides the research methodology. Section 3.2 outlines the research paradigm to be 

post-positivism. The research design is given in Section 3.3 which focuses on the development 

of research instruments. The research method used is the RAA to ascertain various facets of 

intention and the associated RAA constructs viz., attitude, social norms, perceived control on 

the behaviour and self-efficacy. The RAA established whether impact investors had the 

intention of making a social impact or not. Further, the RAA established whether investors 

required that impact to be measured, monitored, and reported by MFIs to investors. Coupled 

with the intention (willingness) of making a social impact, the ease of making decisions 

(ability) is ascertained with the MCDA technique, the AHP. The AHP provides a 

supplementary insight to ascertain the difficulty and complexity of decision making when 
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respondents are faced with a forced choice. Deploying the AHP, ‘establish if strategic decisions 

show that there are trade-offs between social impact and financial return’ and ‘determined the 

priorities of investors when faced with the choice between social impact and financial returns’. 

Thus, Section 3 provides a clear continuum of research objectives and the methods used. 

Chapter 4 provides the findings and analysis of various thematic areas. The chapter starts with 

Section 4.2 on the status of impact investing as social innovation and the role of impact 

investing. The section also provides an analysis of the respondents' profile and whether the 

respondents indeed had to loci standing to be labelled “experts” and to the extent, their opinion 

is pertinent to address the research questions. Section 4.3 discusses the emergence of consensus 

on various issues which is important for the generalisability of the findings. Sections 4.4 to 4.7 

discuss each RAA construct and thematic findings from the data. Finally, sections 4.8-4.10 

discuss the elements of social impact, the relationship of social impact and financial return and 

develops a new theory to simultaneously manage the social impact and financial return.  

Chapter 5 provides a detailed finding for each stratum (stakeholder) and is accompanied by the 

analysis of intention, prioritisation and predilection. Each of the 4 social impact behaviours and 

3 financial returns behaviour is assessed. The interpretation of the data also includes an 

assessment of prioritisation. Chapter 6 is Conclusion. Chapter 7 discusses the limitation of this 

research and areas of further research. 
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Chapter 2: Literature Review and Theoretical Framework 

2.1. Introduction 

Bernal, Hudon and Ledru (2021) place impact investing within the broader movement of 

“social finance” that collectively “transform the investment paradigm”, Hehenberger et al 

(2019) and promote “ethical capitalism”, Watts and Scales (2020). The literature review starts 

with Section 2.1 traces the origins and the raison d'être of social finance and in particular impact 

investing. Within the context of social finance, it is important to identify the differences of 

where impact investing lies and the difference between other similar social finance terms. 

Therefore, as part of determining the definition delineations, Section 2.3 focusses on defining 

and delineating impact investing. Section 2.3 while defining and delineating the space of 

impact investing, explores where impact investing may be placed within the corporate finance 

text. The section further evaluates whether the ‘risk-return-impact’ can be potentially the three 

axes of investment theory. However, the impact can either be intentional or incidental. When 

impact investing is not intentional or incidental, it can be a post-facto pitch for marketing 

advantage. This  explains how and why intention becomes the centre piece of impact, which is 

the heart of impact investing. Therefore, this analysis leads to the question and the argument 

of the importance of ‘intention’ in impact investing, which is discussed in Section 2.4. In the 

absence of ascertaining intention, impact washing and purpose washing will put genuine and 

spurious impact funds in the same class. One key construct of classical investment theory is 

Risk-Adjusted Return (RAR), where risk and returns are depicted as two axes. However, there 

is quite a bit of popular dialogue amongst practitioners, e.g., see Hay (2018), should impact 

become a third axis to impact investing, what would the relationship be between the rate of 

return, impact and intention? This relationship between the rate of return and intention is 

discussed in Section 2.5. While a significant part of the discussion has centred around impact 

investors, there is a robust case to also discuss the investees. In fact, the investees’ impact and 

intention are paramount since impact investments are ‘derivative’ in that they make 

investments in social enterprises. Given this backdrop, the following sections are devoted to 

specifically review the literature on the microfinance sector in India as a case-in-point. The 

first of these sections on evaluating investees, Section 2.7 provides the ‘setting of Microfinance 

in India’ and includes the relationship between microfinance and impact investments. Section 

2.8 outlines how MFIs are as social enterprises and provides the relevance of studying MFIs to 

more generalisability of the study to impact investees, therefore, the practice of impact 
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investing. The next section specifically reviews the literature on the social impact that 

microfinance, both globally and locally in India, have made. A significant set of studies have 

evaluated the impact of MFIs depending on their legal structure – for-profit Companies pitted 

against NGOs. To what extent is the legal structure a reflection of the intention and the 

behaviour of social impact? The literature is reviewed, synthesised and analysed in Section 2.8.  

Another differentiating aspect of the impact of microfinance is the ‘business model’ chosen 

and the business behaviour of MFIs in India. Given that social enterprises such as MFIs have 

twin objectives of social impact and profitability, how are these two evidenced in the behaviour 

and how is the interplay between these forces? The business model ‘selection’ is a choice that 

reflects the ‘attitude’ that MFIs as social enterprises have on measuring, managing and 

demonstrating social impact. Thus, to what extent does the business model affect the behaviour 

and reflects the intention of MFIs is discussed. This is discussed in Section 2.11. 

Another dimension of behaving in a way that is deemed responsible is managing expectations 

of various stakeholders, as would be particularly true of social enterprises, which is good 

corporate governance. Good corporate governance balances the interests of stakeholders and 

managers in a very cost-efficient manner, Aras and Ingley (2016). Given the history of MFIs, 

coming from the non-profit NGO sector, a review of the long-standing history and literature of 

Corporate Governance (CG) and CSR, studying the strategic decision-making that involves 

corporate, social investments and risk management is pertinent. Section 2.12 discusses these 

aspects of corporate governance especially in the confluence of organisational behaviour, 

strategic management and social impact. As is true for the constituents of the Corporate 

Governance, particularly financiers such as banks or impact investors, inevitably, have board 

seats and comprise part of the governance and contribute as strategic decision-makers. A 

review of literature on to what extent do financiers influence the strategic agenda in enterprises 

is pertinent. Particularly, to ascertain the degree to which the investors would have influenced 

the organisational behaviour and intention of social impact. Thus, it is crucial to comprehend 

the investors' 'perceived control' over MFI behaviour. 

The literature review closes with a section that stems from the findings in the main study. Given 

that impact investing is social innovation, the adoption of innovation, see Miller (2015), is 

paramount. The seminal work at Rogers (1962) provided the theory that diffusion is the process 

by which an innovation permeates over time among the members of the system. In that, the 

issue to what extent does social impact measurement compared to financial performance 
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measurement is reflective of the attitude and, therefore, the intention of social impact 

collectively forming part of the impact investment community in microfinance in India. Where 

there is substantial homogeneity in the responses, the consensus in each cohort alludes to the 

isomorphic pressures. This also substantiates and explains the behaviour, and consistent 

behaviour at that, of the microfinance sector. Institutional Theory explains organisational 

behaviour by which structures, rules, norms etc. become imposing guidelines for acceptable 

and expected social behaviour, Scott (2004). Thus, ‘perceived norms’ become important 

drivers for behaviour. To survive organisations need to conform to prevalent rules and belief 

systems, follow practices and behave in ways that respond to such isomorphic pressures, 

DiMaggio and Powell (1983). It is evident that MFIs in India behaved isomorphically and were 

under isomorphic duress.  

2.2. Why Impact Investing? 

Among others, Boubaker et al (2018) argue that a series of paradigm shifts transformed the 

financial sector from being a catalyst (and “a plumber”) of economic growth into a ‘self-

referential’ sector independent of the underlying macro-economic situation, thereby pursuing 

higher and higher profit by engaging in risky and speculative activities and altogether being 

careless about the wider impact of the pursuits for the society. They contend that growing 

evidence from the evaluation of the 2007 financial crisis reveals the sinister features of these 

transmogrifications which operated in the absence of macroeconomic indicators such as size, 

complexity, and opacity. Further, the imbalance is made worse with poor regulation. Assessing 

the financial market failure of 2007, Kay (2009) argued that by keeping the financial 

institutions afloat at a high cost to present and future taxpayers, on the grounds of a liberal 

market theory, created a grotesquely unsustainable situation. Reflecting on the aftermath of the 

financial crisis, Stiglitz (2007) argued that “the reason Adam Smith’s invisible hand is invisible 

is that it is not there”. In 2008, the protestors who ‘occupied Wall Street’ had a strong anti-

narrative of conventional business and banking, but they lacked a counter-narrative that might 

persuade people that there was a different way of doing business (Birchall 2013a: Ch. 12).  

Since the financial crisis, the discourse on alternatives to capitalism gained deep recognition 

with philosophies that businesses should serve all stakeholders, including the environment and 

the assimilation of all common interests into the business model. Thus, countervailing theories 

and arguments were brought forward in the 1990s e.g., and more notably Miles (1993), which 
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stated that profit maximization strategies that focussed on new or unique financial services 

were also optimised for social impact apart from being financially favourable.  

Barman (2016) narrates how social movements like Corporate Social Responsibility (CSR), 

Fair Trade, and even microfinance proactively blend traditional capitalist investing with 

societal impact. Specifically, Dacin and Tracey (2011), Höchstädter and Scheck (2015) argue 

that impact investing is an important part of this wider movement to reconstruct capitalism to 

be more socially inclusive and rightful. 

The approach differs from the normative trifurcation of role in value creation wherein business 

should focus on value for the shareholders, non-profits should work on social impact as a value 

and governments should only deliver public services as the value. Boubaker et al (2018) 

advocate a greater role for the civil society organisations in the debate about finance. They 

argue that this engagement is essential to advocate alternative approaches that can assist in the 

evolution of the financial system towards greater stability and sustainability. 

Barman (2016) goes on to explain that social impact gets mediated by social entrepreneurs and 

the tools they create to gauge companies’ social impact. Clark et. al (2014) define and describe 

how “conscious capitalism” challenges the Friedman doctrine (1970), “The social 

responsibility of business is to increase its profits”. Emerging contributions from experts in 

business and environmental ethics have confronted the unidimensional objective of profit 

maximization, e.g., Kolstad (2007)’s often cited work argues that corporations should not 

always look to maximise profits. In certain cases, deviating from the sole objective of 

‘maximizing returns to shareholders’ is prudential e.g., to have a broader outlook, factoring 

other aspects, that would otherwise destroy the fabric of society or the environment. Indeed, it 

is reasonable to argue that in many cases, broader and longer-term societal interests should take 

precedence over profit maximization of firms, even if the later provides associated efficiency 

enhancements in the shorter-term context. The relationship between profit and societal impact 

can be seen through Graafland (2002)’s ‘principles’, what were called, ‘principles’. Principles 

are defined as the social and the environmental performance of firms within a broader 

economic, not just financial, context. There are four perspectives of such principles interacting 

with profits: The first is the win-win standpoint, which assumes a positive correlation between 

financial impact i.e., profits and social impact i.e., principles. In the second standpoint, the 

“license-to-operate”, firms must qualify a minimum value of principles. If the social impact is 

quantified, this will be analogous to having a hurdle rate for social impact. The third is the 
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‘acceptable profit’ level standpoint, where firms aim to maximize the principles, but 

profitability must be adequate i.e., the financial hurdle rate, used in the usual conventional 

sense. The fourth standpoint is the integrated perspective, where an intrinsic value is attached 

to both profits and social impact, and a balance is sought or selected. 

Hudon et al (2020) affirm that social enterprises have both social and financial objectives. 

These organisations are categorised into, using Graafland’s framework, those that posit that 

there is a positive correlation between social impact and financial objective and, by definition, 

do achieve a ‘win-win’ by pursuing either of the two goals. MFIs, as NGOs, operate as the 

‘license-to-operate’ where MFIs strived to alleviate poverty despite several constraints, 

including that of access to limited finance. From this perspective, MFIs started as non-profit 

NGOs with strong social mission centricity.  In this operating model, profitability was indeed 

a necessary condition to preserve the capital, sustaining the management of revolving funds for 

microfinance and remain self-reliant without continuously depending on more infusion of 

grants to keep the programme alive, but the profits served as an instrument to fulfil the social 

mission rather than an end goal. Since the programme or the social enterprise had an ‘asset 

lock’, i.e., they had to be reinvested in the programme or the social enterprise, profits per se, 

were not subjected to serious scrutiny from donors, Dees (1998), Barboza and Trejos (2009). 

The asset lock feature is discussed in Section 2.10. The entry of new actors, who did not have 

a background in development finance coupled with the advent of commercialization, led to the 

advent of the thought that profitability is inextricably correlated with outreach, Lehner and 

Nicholls (2014); or, in Graafland (2002) terminology, principles. Rhyne (1998) makes the case 

that commercial microfinance, with the intention of making profits, would make the 

microfinance sector more efficient, more resourceful and willing to be innovative; thereby, 

eventually, increasing the outreach and increasing the social impact by serving more of the 

underserved population. It is with this perception that a large body of academic literature posits 

outreach as a ‘principle’ or social impact. 

Bodie, Kane and Marcus (2014) define, “An investment is the current commitment of money 

or other resources in the expectation of reaping future benefits.” Thus, from a traditional sense, 

investments have been seen to be transactions conducted with the intention of generating 

benefits, where benefits have been financial returns. It is interesting to note that nothing in this 

definition imposes that the benefits must be financial returns or that the benefits must accrue 

to the buyer of the asset. Thus, an investment is a financial transaction carried out between a 
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buyer and a seller of an asset3 through an agreement, which inter alia, would also include the 

price (or valuation) of the asset.  

Investment decisions involve Multiple Criteria Decision Analysis (MCDA): While minimizing 

risk, it may conflict with maximizing the financial return of the portfolio. Therefore, the ratio, 

commonly looked at is RAR. Within ‘Multiple Criteria Decision Analysis’ three are numerous 

techniques that have been developed for solving such multi-criteria problems in finance. 

Despite the wide application of the Markowitz framework, there is an increased 

acknowledgement, from both academics and practitioners, of the need to incorporate social 

criteria in the portfolio selection decision processes. There is a vast body of literature on MCDA 

applied to SRI, e.g, Gupta, Mehlawat, and Saxena (2013), Ballestero et al (2015) possibly due 

to the availability of datasets. Most studies proposed the optimization of financial and non-

financial objectives ‘simultaneously’ for social finance. However, a hallmark of SRI is 

managers typically use a negative (or positive filters or ‘screens’) to narrow down the pool of 

potential investments before optimising financial parameters in that the attitude of SRI asset 

managers is deemed passive. By designing and executing a Monte Carlo simulation, Adler and 

Kritzman (2008) estimate that the cost of practising SRI is considerably different depending 

on the skill levels of portfolio managers, the investment universes, and the investment theses. 

This implies that impact is a constraint on the portfolio performance optimization problem.  

Viviani and Maurel (2019) define impact investing as investing in enterprises with both social 

and financial objectives and suggest that impact investing is justifiable only if better 

performance is achieved, or expected to achieve, compared to a simple portfolio diversification 

investment strategy, in the Markowitz (1952) sense, of making two individual investments one 

on social impact and the other on financial return. Thus, they deduce that value creation comes 

from the synergy generated by the hybrid nature, or twin objectives, of social enterprises. This 

value is created if and only if the social enterprise does not either have a mission drift wherein 

the enterprise develops a unidimensional focus on profits; or, gets overtly obsessed with 

mission lock-in, wherein financial returns and sustainability are lost sight of. Thus, they argue 

that value creation essentially comes from the multidimensional objective of the social 

enterprise or impact investee. They construct a theoretical model of multidimensional value 
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creation by extending the classical Markowitz (1952)’s Capital Asset Pricing Model (CAPM) 

to include social impact. Investors expect a certain level of RAR value but when searching for 

this ‘value’ in ‘impact investing’, the academic work on impact investing has focussed on 

measurement of such social impact instead. 

Using the modifier ‘impact’ may be a characteristic of the buyer, the seller, or the transaction 

agreement itself and each of the three need to be examined to determine the precise contributor 

for using the prefix impact for a specific investment. From a practical perspective making 

impact investments or responsible investments may come at a cost to the investor and may not 

be straightforward to adopt.  

Evans (2013) points out that certain quarters, of those willing and wishing to engage in impact 

investing, hold that obtaining robust financial returns alongside high positive impact are 

conflicting objectives. However, Evans (2013) also records that others have argued that good 

performance on both objectives can be achieved and deduces that the investment community 

does not converge on this important question. Using contract theory, he creates a theoretical 

framework that assigns agents, the impact investment managers, multitasks of achieving 

financial and environmental objectives. Despite the widely accepted significance of this 

question, there is no widely accepted model or method that empowers investors to determine 

whether, and how, they may be able to resolve to ensure impact investing without a trade-off. 

As Watson and Whitley (2017) point out decomposing value creation in impact investing is 

“subjective, malleable and variable”. Mulgan (2010) presented an overview on the 

measurement of social impact and highlights the difficulty to quantify and measure social 

impact especially since there is no universally accepted definition: Social impact can variously 

refer to wider non-financial impacts of organizations’ work, specific interventions that the 

organisation makes, the overall well-being of individuals and communities that the 

organisation works with, social capital, or the environment.  

Kroeger and Weber (2014) point out that the main struggles in measuring social impact are 

warranting comparability between different social impacts, and measuring the combination of 

social impact with financial returns. One approach used to combine is the Social Return on 

Investment (SROI) technique, which evaluates the monetary equivalent of social impact 

created. However, one of the biggest issues with SROI and monetisation is the ‘monetization 

problem’, as enumerated through several examples in Lingane and Olsen (2004), that is that 

monetisation is very subjective. Kroeger and Weber (2014) propose to resolve this by 
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comparing the ‘well-being’ or ‘satisfaction’ generated, which are highly subjective and 

difficult to monitor. This approach though theoretically may solve a part of the problem, 

practically, is quite difficult to implement as argued by Viviani and Maurel (2019). In fact, 

many of these issues are reminiscent of the theoretical and practical problems identified with 

the advent of social cost-benefit analysis in the 1960s. None of the problems in the latter case 

has yet been solved. 

2.3. Defining and Delineating Impact Investing  

Ever since the term “impact investing” was coined in 2007, both practitioners and academics 

have endeavoured to define impact investing. But defining the field of impact investing is not 

straightforward. Clark et al. (2012), map 380 funds and construct a taxonomy of features that 

are idiosyncratic to impact investment funds, lament that most of the research on impact 

investment has the problem of access to data. Most investment-related data of impact funds are 

proprietary and confidential, which adversely affects the prospect of independent scholarly 

analyses. Further, the lack of reliable public data coupled with the infant state of the impact 

investment industry potentially explains the prevalence in research studies of descriptive 

analyses and case studies. Höchstädter and Scheck (2015) conclude that it is generally accepted 

that it is hard to tag an archetypal impact investee. Legally, an impact investee may either be a 

non-profit NGO or a for-profit social enterprise with the foremost condition that they have 

financial returns along with attaining some social objectives, Besley and Ghatak (2017); Katz 

and Page (2010). 

Delineating the impact investing ‘space’ has been also difficult as various transactions have 

seen a diverse set of actors, instruments of finance, purpose, and legal structures. Littlefield 

(2011), Tekula and Shah (2016) point out that almost all organisations are at play in impact 

investing: National and local government agencies including sovereign investment arms; non-

profit foundations or CSR arms of Companies; for-profit corporations themselves; asset 

managers such as MIVs, designated impact funds; high net-worth individuals, institutional 

investors etc. Investors themselves could be non-profit CSR foundations or venture 

philanthropies, Moody (2008), Van Slyke and Newman (2006); and, investors could also 

include for-profit firms, state governments. A variety of financial instruments are used: Grant, 

debt, equity, and guarantee structures, Chowdhry et al (2019), Höchstädter and Scheck (2015). 

Though the roles of the investors are found to be varied as the impact investees obtained 
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funding from various types of investors, investors often played the role of first-mover or early-

mover into the enterprises signifying venture risk, see Milligan and Schöning (2011); Spiess-

Knafl and Aschari-Lincoln (2015); Sunley and Pinch (2012) which was managed by grants and 

guarantees during the early stages of the enterprise’s development. These were typically written 

off by the donors. As these social enterprises became financially viable, they developed the 

capacity to take on larger quanta of conventional capital; thereby, ‘impact investments’ 

emerged. As Tekula and Anderson (2019) suggest, impact investing is still nascent and needs 

contributions from governments, Service Providers (SP), innovative foundations, innovation 

networks and hubs, academic institutions, private investors, and others and play a part in the 

growth of the market space.  Tekula and Andersen (2019) further explicate that such facilitators 

help organise this market through “enabling, improving, moving, and launching” social 

enterprise (as assets) linking them to the mainstream commercial capital markets. Thus, 

collectively facilitators are stakeholders, influencers and contributors to the principles and 

practice of impact investing. Alijani and Karyotis (2019) place emphasis on the complex 

relationship among various stakeholders viz., banks, institutional investors, portfolio managers, 

public, for-profit, and non-profit organizations, and social enterprises with widely varying, and 

often opposing, objectives. They highlight the significance of applying a multi-stakeholder 

method when examining the ecosystem within which impact investing operates. 

Yet another source of confusion has emanated from similar terms. Freireich and Fulton (2009) 

recognized a “Tower of Babel” of phrases that are like impact investing and have been used 

interchangeably. The list includes Socially Responsible Investing (SRI), social investing, 

mission-driven investing, sustainable and responsible investing, blended value investing, 

value-based investing, Mission-Related Investing (MRI), Programme Related Investing (PRI), 

Ethical Investing, Responsible Investing, multiple/triple bottom line investing, Environmental, 

Social and Governance (ESG) screening and ESG investing.  

Rizzello et al. (2016) analysed about 50 peer-reviewed papers and find that impact investing, 

and several similar terms, the intellectual discourse and practical engagement both revolve 

around two main ideas: First, the private or market; second, the public or ‘social’. So much so 

that Rodin and Brandenburg (2014) titled a section, “what impact investing is not” and contend 

that impact investing ‘is not philanthropy’ and is not ‘responsible investing’. Höchstädter and 

Scheck (2015, p. 456) also conclude that impact investing goes beyond SRI. Drexler and Noble 

(2013) point out, SRI uses negative screening where the term negative screening applies to the 
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exclusion of investment opportunities that may potentially harm society or the environment; 

whereas, positive screening selects investments meeting established ESG criteria.  

Impact investing is beyond this passive filtering of the “do no harm” approach in that it is an 

active, intentional selection of investments with positive social impact. Thus, SRI is 

channelling finance towards investees through publicly traded financial instruments like bonds 

and stocks largely for ESG compliance within publicly traded companies. Impact investing, on 

the other hand, is financed through “delivery organizations”, which are variously called impact 

investees or social enterprises and uses instruments of private debt or private equity. Further 

compounding the dilemma of clearly articulated definitions, others did not have clinically 

drawn lines between SRIs and SIIs: E.g., Eurosif (2012, 2014) reports define SIIs as an 

investment strategy of SRIs, rather than label SIIs as another classification of investment. SIIs 

are investments conspicuous by their target accountability of high expected financial return 

while having an incidental response to the accountability of social impact, Freireich and Fulton 

(2009). O’Donohoe et al. (2010) succinctly differentiate impact investing from SRI by stating 

that impact investments “proactively create a positive social or environmental benefit” while 

SRI “seek to minimize the negative impact”. According to Chiappini (2017), impact 

investments are made in projects, funds, or companies that are expected to create measurable 

‘inclusive impact’ while earning a financial return and hence are different from philanthropy 

and CSR, which do not have an expected financial return component. The ‘inclusive impact’ 

can be obtained from a social or environmental lens.  

Several definitions require that the typology of non-financial return, indicating the impact in 

the investing, be just as intentional and measurable as financial returns are. Höchstädter and 

Scheck (2015) run through more than 150 publications to arrive at a common set of 

characteristics from which a definition could be culled out as: Impact investing is “the intention 

to generate a measurable impact alongside a financial return”.  

2.4. Impact Investing is a Combination of Private Capital and Grants 

The rise of impact investing also coincides with the increased pressures from charitable donors, 

both individual and institutional, on the recipients of their contributions for greater 

accountability and performance measurement O’Donohoe et al. (2010). Further, as Chiappini 

(2017) points out, charitable grants are not limitless. La Torre and Vento (2006) raise the issue 

that grants from donors for projects are transient and are generally discontinued over time, 
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which does compromise the financial sustainability of longer-term projects, often ultimately 

defeating their very purpose. Impact investing needs longer-term funding which cannot be 

achieved by grants argues O’Donohoe et al (2010). However, impact investing does 

complement philanthropy and is needed, according to Rodin and Brandenburg (2014), in 

raising higher quanta of capital as the enterprise grows by engaging the private sector.  

Johnson (2015) advises that donors should imbibe lessons from impact investing for efficiently 

directing their funds. Anheier and Toepler (2009) recount that the term was first used as long 

ago as 1969 by John D. Rockefeller III to describe the notion that ‘imaginative’ and ‘risk-

taking’ attitude towards philanthropy, which may be undertaken to reach goals that would 

otherwise not be attended to. Bugg-Levine (2011) propose that impact investing can become a 

model for achieving impact. Levine (2015) presents an analysis of how the approach to creating 

impact could be changed from grants to impact investing. Leborgne-Bonassié et al (2019) point 

out that venture philanthropy is ‘a type of impact investment’ which adapts models and 

practices from the now well-established venture capital industry and applies them for realising 

philanthropic goals. Venture philanthropy aims to only deliver a social impact, and investors 

do not obtain financial returns from this type of investment, Freireich and Fulton (2009). 

Consequently, the discussion on performance measurement assumes greater significance in 

impact investing. 

Rodin and Brandenburg (2014, p. 5), SIIT (2014) and several others have provided the 

visualisation that impact investment “sits on a continuum with SRI investing on one side and 

venture philanthropy on the other”. One of the earliest visualisations of the impact investing 

spectrum has been Oostlander (2010) and since then various versions have emerged.  
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Source: Adapted from Oostlander (2010), Chiappini (2017) 

 

Any impact investment combines different points to which social and environmental impact is 

attained and combines different points of financial risk and financial return. In simple 

elucidation, impact investing has dual purposes: The pursuit of social impact and financial 

return, Marlowe (2014), Tekula and Shah (2016). 

 Grants Impact investing Commercial Capital 

Expected Risk    
Adjusted Return (RAR) 

-100% >-100% and < 
MRR 

Market Rate of Return 
(MRR) 

 

Since returns on impact investing are expected to be between -100% and MRR (both end-points 

excluded), Impact Investing can be considered a combination of grant and commercial capital. 

Figure 2.1: The Impact Investment Continuum 

Table 2.1: Impact Investment as a mixture of grant and commercial capital 
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In the simplest form, the expected RAR may be restated as a combination of grants and 

commercial capital.  

In simple terms, impact investing is a combination of grant and commercial capital.  

RAR (Impact Investing)=A*RAR (Grant)	+ B*RAR (Commercial Capital) 

 

where A and B are coefficients that provide combinations of the mixture 

of grants for delivering on the social impact and commercial capital for 

delivering on the financial return.  

It must be noted that (Emerson 2003; Nicholls 2010b) contend that the practice of impact 

investing contests the traditional position, which postulates that social impact and financial 

returns are inversely related. Thus, by being a ‘blended value’ proposition, impact investing 

may be construed as a ‘blend’ of grants and commercial capital. 

 

Apart from for-profit social enterprises, charities (i.e., non-profits or NGOs) can also have 

income-generating streams alongside their receipt of grants in their business models, which 

make them social enterprises. Thus, the lines between conventional for-profit and conventional 

non-profit are blurred due to social entrepreneurship. However, NGOs cannot attract external 

equity since they must reinvest profits back into the organisation and cannot distribute the 

Table 2.2: The Impact Investment Continuum 

 
Source: Adapted from “Markets for Good” (2010), Chiappini (2017) 
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profits to the shareholders, who act as custodians and directors of the organisation’s mission, 

Kuruvila (2015).  

Spiess-Knafl and Aschari-Lincoln (2015) contend that impact investors have a proclivity to 

gravitate towards more commercially oriented investment opportunities, typically for-profit 

social enterprises. The IIC, incorporated in 2014, very specifically and axiomatically provides 

that impact investment is made in a for-profit enterprise, Dutt et al. (2014). Conceptually 

following Narayana (2006), formal enterprises are distinguished by being registered, organized 

and regulated; as opposed to informal organisations which are not registered, unorganized or 

regulated. Thus, even though a lot of literature incorrectly classifies microfinance as impact 

investing, microfinance itself is not impact investing.  

Microfinance is distinguishable from impact investments on two fundamental counts. Firstly, 

microfinance provides access to finance and capital to informal, unregistered, and unregulated 

poor individuals or groups, whether called clients or beneficiaries. Secondly, As Haldar and 

Stiglitz (2016) point out, the contracts are largely modelled on ‘social capital’ rather than 

legally binding contracts between an MFI and their clients. In that, microfinance is very 

different from formal banking credit which rests on the strengths of contracting, collateral and 

delegated monitors who have expertise in mitigating agency risks, Lewis (1992). Since, MFIs 

are formally and legally registered entities and impact investments made into microfinance are 

based on legal agreements between investors and MFIs, Agrawal and Hockerts (2019), it can 

be deduced that in impact investing, investors make investments into MFIs and other SEs. 

2.5. The Core of Impact Investing is Intentionality 

The phrase “Impact-washing”, used by Harji and Jackson (2012), recognised that not all 

investments, even if they are called ‘impact investments’, have the desired level of addressing 

social impact. Therefore, when impact investments achieve results on the impact dimension 

that are below expectations, root-cause analyses become imperative. This is a logical extension 

of the financial sector norm since financial analyses are done on any investment that has a sub-

par financial performance. The history of ‘washing’ started with green-washing. Delmas and 

Burbano (2011) outline green-washing as disingenuous claims, alluding to deceitful business 

behaviour. In this description, while the corporate practices or a product or a service on 

environmental aspects are poor, the communication is given a positive spin to make it seem 

beneficial. The positive drivers for such business behaviour are attributed to positive consumer 
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demand and perception, investor demand, internal organisational aspects such as incentive 

structures or a prevalent ethical environment such as government policy or norms. It may also 

have individual leadership optimistic bias. Wider implications of not pursuing ‘green’ are 

negative investor, corporate, government and consumer confidence. This thereby may further 

lead to smaller market size for green products and services and consequently lead to adverse 

implications on achieving the SDG. Delmas and Cuerel Burbano (2011) recommend that the 

starting point is clearer definitions and guidelines, which will decrease the occurrence of 

washing, increase transparency, and encourage the acceptability of green. Knowledge about 

green-washing can be increased by research, sharing philosophies and practices at the 

organisational leadership level, and clarifying regulatory requirements. Organisational 

structures, incentives, and processes can subsequently be aligned. Thus, for understanding 

impact investing, an understanding of the definition and guidelines is the starting point.  

We can also draw on the theory of ‘purpose-washing’, which is increasingly being a part of 

CSR literature, e.g., Leape et al (2020), Knight (2019), Findlay and Moran (2019). Purposeful 

companies are consistent and authentic about the corporate purpose, can link the purpose to 

corporate communication without over-claiming, and engage all strata of employees in making 

the experience of customers match the promise of the purpose. Therefore, the entire 

organisation lives the same purpose. 

Drawing parallels, the impact investment market is progressively mainstreaming; therefore, 

‘purpose-washing’ will occur when investors such as Limited Partner (LP) in a venture capital 

fund structure are misled about the impact intentions by General Partner (GP), in the fund; or, 

when the impact fund is misled by the impact investee by measurement (or the lack of it) of 

the investment’s impact. The relationship between the enterprise, GPs and LPs is an important 

one and is discussed in Section 2.13. 

Tools are being suggested from the impact measurement perspective on how to define, measure 

and communicate ‘impact’. If social impact is not well-defined or consistently articulated, it 

will prevent prudent and well-meaning impact investors from making well-informed decisions. 

Following implementation decisions, ‘impact washing’ is not merely being allowed but being 

promoted, Verrinder et al (2018). On the other hand, overdoing impact measurement and 

calculations also cause considerable complexity for practical implementation, Salomon (2011). 

Different practices are, therefore, adopted.  
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‘Retrofitting’ is defined where funds and enterprises originally defined differently (e.g., SRI) 

retrospectively claimed to be impact investments, which could have pecuniary or perception 

benefits. Findlay and Moran (2019) contend that retro-fitting is purpose washing. When funds 

experiencing slow fundraising for subsequent rounds, or have had lower financial returns in 

previous investments, funds may deviously claim to be impact investments as though the funds 

intentionally sacrificed financial returns. This is retrofitting and is an abusive technique that 

slanders impact investing. The means of verification of retrofitting is difficult; hence, the 

intention of making the chosen social impact must be declared a priori. Thus, not only any 

social impact but precisely which social impact is targeted must be declared a priori.  

Findlay and Moran (2019) categorise ‘retrofitting’ as purpose-washing. They describe 

retrofitting as the circumstance where existing funds, established without the intentionality of 

social impact, is projected to be impact investments by backfilling data to definitions. The 

washing may be used to gain exposure to new investors, new markets, or lower the cost of 

funds. It may have negative effects on investors’ confidence and wider ramifications on market 

integrity of responsible and impact investing, and trigger a chain reaction on more widely on 

social impact and achieving the SDGs. Even though retrofitting makes it is difficult, it becomes 

paramount to categorise the investment funds as impact investment funds or not.  

Funds may be filtered based on evidence of purpose-washing. Appropriate actions must be 

taken in the interest of the integrity of impact investing. This would entail a focus on 

intentionality, measurement, and transparency. The field of impact investing is in the market-

building phase. Greater clarity on the definition and purpose is important as otherwise may hurt 

the integrity and, therefore, growth, Suchman (1995a) of the impact investing industry. Findlay 

and Moran (2019) advance that purpose-washing is attributable to two distinguishing 

incentives: (i) higher fee-generation for the fund managers and (ii) boost impact investing 

industry. Subsequent definitions, e.g., GIIN (2016a, 2016b), SIIT (2014a, 2014b), have 

included intentionality as a necessary condition so that the definition of impact investing 

includes three features: intentionality, returns and measurement. 

An enduring debate amongst both practitioners, e.g., see Goldman and Booker (2015) and 

academicians, e.g., see Nicholls and Emerson (2015) is the relationship between social impact 

and financial returns and specifically the investigation of whether a trade-off between them is 

necessary. Investor predilections to boost social impact with a financial return floor, a ‘hurdle 

rate’, may be described as “impact-first” whereas investors who maximise the financial return 
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with a typology of social impact floor are “finance-first”, Freireich and Fulton (2009). Some 

investments have both social impact and financial return in different capital structures that are 

‘layered’ impact investments, Ibid. Other terminologies used are ‘concessionary’ and ‘non-

concessionary’ capital. Concessional funds include combining public or philanthropic funds, 

which seek social impact, with market-rate marked return or commercial capital such that the 

overall funding weighted average cost of capital, comes down and conversely, increases the 

yield for private capital. In that, concessionary capital is equivalent to impact-first and non-

concessionary capital is equivalent to finance-first, Brest and Born (2013). Many practitioners 

are unconvinced about the ability – conceptually possible as well as in practicably capable – of 

impact investing to deliver dual returns, Ibid. Matthews et al. (2015) and Gray et al. (2015) 

have contended that it is possible to obtain dual returns, citing the case of a few impact funds. 

The financial returns are comparable to any other fund. However, the benchmarks have been 

disapproved for being directed on financial returns to the detriment of social impact, Struewer 

et al (2019). Matthews et al. (2015) was also criticised for not discussing the impact achieved, 

Littlefield (2015). The same report was also commended for setting specific standards for 

impact and requiring documentation of its assimilation in the fund strategy, Berkley et al. 

(2015). This presents a dilemma for impact funds on impact measurement. The dilemma is the 

budget constraint, since impact monitoring, measurement, and management is expensive, as 

Brau and Woller (2004) point out, discussed in Section 2.9. Thus, impact-first investors place 

a premium on impact measurement and its link to returns for various investment types. Finance-

first investors, on the other hand, are more concerned with developing a credible standing to 

invest at scale, achieve market-rate returns and focus less focus on impact measurement, Foote 

et al. (2015).  

SIIT (2014a) defines impact investing as the practice where “the goal of generating financial 

returns is unequivocally pursued within the context of setting impact objectives and measuring 

their achievement”. This definition contrasts with ‘investments with impact’ which may have 

an impact but it is marginal to the business’ main activity. Oleksiak et al. (2015) refer to the 

thoughtful and deliberate structuring of investments such that they deliver both social and 

financial returns and positive social impact is not a by-product, or afterthought, of financial 

returns. Thus, the guideline here is that social impact is just as important as financial return. 

This can only be reflected in the intention to pursue both, which must be declared a priori. 

However, at what rate of financial return is the social impact an equivalent, this is not made 

clear. This discussion has two components: The first is the calculation of the even-handedness 
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of social impact and financial return, as discussed in Section 2.4; the second, is the calculation 

of social impact itself, often done with a metric such as SROI, as discussed in Section 2.2. 

A critical aspect of the discussion is, ‘whose intentionality?’. BSC (2016) defines social 

investment as “the use of repayable finance to achieve a social as well as a financial return”. 

BSC in the definition of social investment requires the explicit intention and agreement of both 

the investor and the investee creating a positive impact. SIIT’s definition also requires impact 

measurement. If BSC’s definition of ‘social investment’ were to be compared to the definition 

of impact investment, it turns out that BSC’s definition is a stronger condition. Therefore, social 

investments as defined by BSC will a subclass of impact investment, since impact investment 

may only need the investor or the investee to have the intention to create social impact but 

BSC’s social investment definition requires that both investor and investee must have intention, 

BSC (2016). However, GIIN does not specify ‘whose intentionality’.  BSC’s definition is more 

robust since ‘intention is not transitive’ and may not result in social impact. Findlay and Moran 

(2019) discuss investee intent in the case of shares of renewable energy listed funds. Their 

analysis is that Bridges (2015b) counts them as impact investments but the BSC definition does 

not. The point is that the fund must demonstrate an intention to make a social impact. It is 

immaterial whether some or all investors have intent unless one only counts the portion held 

by investors with demonstrated intent, in which case it is may be integrated with the refined 

definition. Similarly, a conjecture could be constructed where an impact investor may have had 

the intention to create social impact through their investment in MFIs. However, the MFI has 

other investors, who do not need or want social impact measurement, monitoring or reporting. 

Therefore, the MFI can pull out some dedicated resources on the application of part of the funds 

for the impact investor and report on that utilisation. If the MFI were not to value impact 

measurement and management, then this measurement and reporting would be limited and 

becomes an isolated reporting exercise to meet the needs of the investor in question. Figure 3.2 

combines the two definitions given by SIIT and BSC. For instance, Bridges (2015b) accepts 

the shares of renewable energy listed funds as impact investments; by BSC definition they are 

not. If outcomes are assessed and investors can demonstrate positive purpose or impact, the 

quota held by investors may be included in the modified definition, even if not all investors 

have the intention. Here, the onus is on the investment fund to demonstrate intent, irrespective 

of whether some or all the investors have any intention or not. Thus, the burden of proof of 

intent of impact is not on each investor or asset owner but is on asset managers.  
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Another facet of intentionality is additionality. One outlook about impact evaluation is to assess 

whether a programme (or investment, here) has made an incremental or additional difference 

or would the changes have taken place even without the programme or investment, Owen 

(2020). Additionality by measuring counterfactuals has been a central theme of impact 

evaluations, Hind (2010). Brest and Born (2013) assess impact by looking at how the 

investments contributed to the attainment of social objectives beyond what would have 

otherwise happened. This argument reasons that investment only has an impact if, by investing, 

the incremental social outcomes are attributable to the investment. Additionality is used to 

define impact investment as “actively placing capital in enterprises that generate social or 

environmental goods, services, or ancillary benefits such as creating good jobs, with expected 

financial returns ranging from the highly concessionary to above market”, Ibid. However, a 

frequently cited assertion relating to additionality is that it cannot be proven because it is 

assessed against a ‘counterfactual’ baseline.  

 

Figure 2.2: Impact Relationship between Investor-Investee Alignment 
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Source: Adapted from BSC (2016), SIIT (2014) 

 

As described in the preceding chapters, it emerges that is the rate of return is a critical link. But 

what is an acceptable rate of return, how does it link to the discussion on intentionality, how 

can one determine the acceptable rate of return and who determines it? It is imperative to 

understand the relationship between MFIs and Social Enterprises (SEs) and use the 

understanding of impact investing in microfinance to explore the applicability of impact 

investing as a phenomenon.  

2.6. Rate of Return and Intentionality 

The minimum level of financial return that an investee needs i.e., hurdle rate is not only a 

synthesis of the demand or needs from the impact investor but also the social enterprise investee 

to meet the expectations. A crucial strategic issue in the design of social impact assessment is 

the unit of analysis. At the end of the day, nonfinancial impact data must be gathered from 

some entity. A key question is: What should that entity be – investor or investee or both? 

Salomon (2011). Who is responsible for the assessment of financial returns and the social 

impact of impact investments? The investment landscape of impact investors in Microfinance 

in India (2000-2015) indicates that there was a mutual willingness and perceived ability to meet 

at the common point of agreed-upon financial hurdle rates. However, whether this was agreed 

with the cognitive mutual understanding that it may come at a cost of social impact, and 

whether that was acceptable, is not well covered either in academic literature or popular press. 

Burckart (2015) distinguishes between two kinds of impact investment depending on the 

expected level of financial return:  

(i) ‘Non-concessionary impact investment’, which is characterised by financial 

return and is financially equivalent to the RAR expectations of market-rate of 

return (MRR). Though social impact may be a necessary condition, it is non-

monetised to reduce financial expectations.  

(ii) ‘Concessionary impact investment’, which is characterised by financial return 

below the MRR. The lower return is the ‘sacrifice’ and is the monetary 

equivalent paid (as opportunity cost) of the stated social impact.  
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The analysis of 151 publications by Höchstädter and Scheck (2015) established that impact 

investments are defined with a combination of financial return and a typology of non-financial 

impact. However, “the return of the invested principal appears to be a minimum requirement” 

but the expected financial return can range from zero to below MRR, MRR or even above 

MRR.  

 

Source: Adapted from Jaquier (2016), Bannick et. al (2017) 

 

Thus, the expected RAR of Impact Investing is greater than or equal to 0 per cent but less than 

or equal to the MRR. It is also logical, that any investment that provides the MRR (or higher) 

is just an investment and does not merit the modifier ‘impact’. Thus, the expected RAR for 

impact investment is between 0 per cent and up to, but not including, the MRR.  

Bernal, Hudon and Ledru (2021) construct a dataset of European publicly-listed companies. 

By applying a risk-factor and dynamic correlation analysis, they find that purely on a RAR, 

impact investments underperform compared to the market. They correctly point out that their 

finding, “contradicts the practitioner literature” alluding to a popular narrative that social 

Figure 2.3: Expected Returns and the spectrum of impact capital 
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impact and financial returns are (or can be) positively correlated. They conclude that investors 

must sacrifice financial returns for investing in line with their chosen values or social impact. 

The discussion on RAR also has a risk element that can be drawn upon. For instance, this 

research can also lean upon the literature on SRI research and the investment behaviour of 

investors. Lapanan (2018) points out that most SRI individual investors hold both ESG marked 

Mutual Funds (MFs) and conventional equity MFs. This contrasts with impact investing funds, 

which invest only in impact or social enterprises. According to Nofsinger and Varma (2014), 

SRI MFs outperform conventional MFs during market bearish phases. This mitigation in 

downside risk comes is comparable to an insurance premium and lapses as ‘underperformance’ 

in bullish phases or flat market. The asymmetry of these RAR is valuable to investors seeking 

downside protection. Not only is the asymmetric pattern driven by MFs with ESG attributes 

but also is particularly pronounced in funds that use positive ESG screening techniques. 

Furthermore, Nofsinger and Varma (2014) show that these patterns are attributable to the 

funds’ SRI attributes; and not the differences in fund management or the characteristics of the 

portfolio companies. 

Kovner and Lerner (2015) found significant differences between Development Financial 

Institutions (DFIs) and traditional VCs. By studying 28 such DFIs in the U.S., they find that 

DFIs tend to make investments at earlier stages, in sectors or businesses outside the mainstream 

VCPE interest, grapple with lower liquidity, rarer successful exits, and with a clear case for 

social impact. This indicates their appetite for high risks, willingness to accept lower portfolio 

returns and exhibiting ‘additionality’. Geczy et. al (2018, 2020) in their analysis of contracts 

of impact funds find specific impact areas. This implies that when investors invest, they seek 

social impact and can bind their investees with contractual arrangements of purpose provided 

that they so intend they intend to influence.  

Investors in SRI funds may, but may not be claimed with absolute certainty, be willingly and 

knowingly sacrifice financial return against social impact gains, e.g., Benson and Humphrey 

(2008), Renneboog et al (2011). Further, Barber et. al (2020) find that investors derive 

nonmonetary utility from investing in dual-objective funds and, accordingly, are willing to 

sacrifice returns. Green washed investments contrive the façade of making an intentional 

impact, Starks et al (2017) but are purely intended to be for-profit investments only. Further, 

investments made in industries that are associated with positive externalities e.g., healthcare, 

clean technologies etc. do not qualify with a firmly established intention criterion and may be 
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categorised as greenwashing. Therefore, in their data collection, Barber et. al (2020) choose 

impact VCPE funds that explicitly proposition dual missions. Therefore, they rightly 

acknowledged that it is germane whether investors are willing to relinquish their prospect of 

financial returns in exchange for higher social impact. This outlook also depends on the source 

of the capital e.g., pension fund, bank, DFI etc. The willingness-to-pay (WTP) may point to 

attributes such as mission objectives, individual or institutional ownership and the regulatory 

framework governing capital allocation. It is not surprising that Barber et. al (2020) contend 

that with the diverse impact agenda ranging from funds that seek to reduce pollution, promote 

women empowerment, promote minority empowerment, poverty alleviation, support local 

business development etc. the findings on the investors WTP for impact are just as diverse. 

Using a random utility WTP model, a discrete choice model, they find that (i) impact investors 

are willing to accept 2.5-3.7 percentage points lower IRRs ex-ante (ii) impact funds earn 4.7 

percentage points lower IRRs ex-post than traditional VCPE funds, that do not intentionally 

seek impact. In terms of segments, the study expectedly finds that development organizations 

and foundations, public pension funds and UNPRI signatories have a high WTP. Development 

organizations are associated with a positive WTP of 3.4 to 6.2 ppts over the IRR. Similarly, 

organisations that sign the UNPRI and articulate their mission have a higher WTP. 

Interestingly, they find that financial institutions have high WTP that reflects their inducements 

to invest locally. Inter alia, this interest can stem from a compliance requirement such as the 

Community Reinvestment Act (CRA). The CRA in the USA is comparable to the Priority 

Sector Lending (PSL) in India, applicable to banking and financial services sector in India. It 

may be conjectured that banks would have a high WTP to comply with the regulations. 

Investors with mission objectives exhibit high WTP. Significantly, the positive WTP result is 

robust to fund access rationing, heterogeneity in investor expectation. Further, Barber et. al 

(2020) find that investors in Europe, Latin America, and Africa have a higher WTP.  Equity 

investments come with a claim on the earnings and/or assets of the underlying investment. The 

interest return on investment to the venture capital firm is correlated to the Return on Equity 

(RoE) of the social enterprise. MFIs are the best-known social enterprises, Battilana and 

Dorado (2010), Cobb et al. (2016). Since MFIs in India have been the most prominent investees 

of impact investors, Section 2.8 reviews the profits and intentionality through the lens of 

investee MFIs. A fundamental question that has continued to plague both the academic 

literature and the practice of microfinance — and more generally social entrepreneurship — is 

the computation of figures of profit or profitability that can be construed as ‘fair’, Hudon et al 
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(2020). Fair has been variously termed and seen from the lens of being reasonable, true-cost, 

anti-profiteering, non-exploitative etc. This fair or true cost calculation, which becomes a 

benchmark also must be acceptable not only from various dimensions of assessment but also 

from a wider stakeholder perspective, each with their distinct interests making it a wicked 

problem. Social enterprises, such as MFIs, combine two institutional logics, the first being the 

development logic of social impact and the second that of the market logic of producing 

enterprise-centric surplus (profits), Di Domenico et al. (2010). These logics may be compatible 

or may conflict. This decision-making can be onerous because these decisions are difficult, 

Huybrechts and Nicholls (2012). The introduction of an additional dimension, such as factors 

of social impact, does force a trade-off between the interpretability and granularity of the 

model. Since the constituting factors are inextricably interdependent, the complexity increases 

manifold with each additional factor to be considered, which becomes a constraint. For 

instance, corporate governance may be related to social impact, therefore finding a place in 

ESG, but also is linked to profitability and financial performance, as discussed in Section 2.12. 

Similarly, having good Human Resources (HR) practices is not only social impact but also 

linked to long-term financial performance, as discussed in Section 2.11 and good client 

relationship management is not only principled behaviour but also good business, also 

discussed in Section 2.11. 

It has been construed that MFIs face the strongest ethical problems when dealing with the issue 

of charging (high) interest rates and extracting profitability margins from their borrowers, 

Hudon and Sandberg (2013). The high profitability when juxtaposed with the opportunity to 

pass on the profit margins to make microfinance more affordable for their poor client base, 

introduces the theory of mission drift. Thus, microcredit interest rates, or ‘pricing,' are a vital 

strategic and management decision for MFIs. Setting interest rates impacts the income of the 

MFIs. With the massive demand for microfinance and low competition amongst MFIs, as 

discussed in the Introduction, the space to set the interest rates in India was high especially in 

the absence of regulation till 2011, Malegam (2011). In the pre-regulation period, MFIs only 

had to compete with local informal money lenders and loan sharks. Beyond the financial 

implications for the MFI, there was also an ethical dimension to setting interest rates since 

microcredit clients are poor. The poor in India are also not financially literate and need financial 

literacy, until then protection from financial exploitation, Naidu (2017). However, this 

argument does not factor in three aspects: (i) the portfolio-at-risk from lending to the segment 

that constitutes the clientele involved. (ii) how would the growth be fuelled and new clients 
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brought in, given that there are customer acquisition costs which all businesses must bear 

upfront (iii) on a comparative analysis, what are the options – better or worse – for the MFI 

clients. Malegam (2011) provides some guidelines on setting the interest rates; however, it is 

not without discontent from the practising MFIs, Barpanda and Mukhopadhyay (2013), Mader 

(2013), Pati (2015). 

Pache and Santos (2013) have put forth that while banking logic commands setting interest 

rates that maximize profits, development logic dictates that interest rates charged to borrowers 

must be low for alleviating poverty. Unsurprisingly, Pache and Santos (2013) find that MFIs 

make a compromise. MFIs set interest rates at an ‘in-between level’. Applying new institutional 

theory, they evaluate the role of members in the internal battles for the dominance of their logic 

in the organization. The organization attempts at crafting hybrid configurations as part of the 

compromise.  

Balancing the two goals is, visibly, complex. As discussed, there is substantial literature that 

discusses the subject of ethics within microfinance. In the analysis of the literature on the 

ethical issues with MFIs – three streams of thought emerge. The first stream of the literature of 

ethics applied to microfinance business practices reviews various aspects of management 

decisions, e.g., Sandberg (2012) discusses setting interest rates and the associated fairness.  

Sandberg (2012) further analyses that the arguments are variously drawn from discourses on 

usury, exploitation, egalitarianism, and consequentialism. Sandberg (2012) suggests that it 

would be “preferable” if interest rates could be ‘rationalised’ from that perspective, but defends 

MFIs that are not wrong, whether viewed lawfully or even ethically, in setting their rates at a 

level of their choice and convenience. Instead, they contend that the responsibility rests on 

policies formulated by governments, financiers such as commercial banks and overseas impact 

investors to create a setting where rates for poor microfinance borrowers could be reduced and 

increase social impact for such borrowers. The role and control of financiers – banks and 

investors – in shaping and influencing the MFI business model, the priorities and practices etc. 

is discussed in Section 2.13.  

The same stream of thought also discusses the possibly prejudiced and hurtful practices 

prevalent in microfinance, e.g., Hulme and Arun (2011) examine various issues that largely 

involve not only failing to help the poor but also encouraging them to take on unwarranted 

risks with disproportionate debt and then ultimately treating its clients poorly. They suggest 

that MFIs can have significant positive impacts, which can include democratization of social 
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services beyond microcredit, assist in the provision of including secure savings facilities and 

suggest changes in practices of MFIs, banking authorities and governments. Similarly, Sarker 

(2020) discusses discrimination against people with disabilities. They recommend that 

regulators must put in provisions that cover non-discriminatory lending practices. However, 

the changes proposed are likely to fundamentally change the economics of microfinance and 

lead to a higher cost and reduced profitability. It is not discussed whether this would be 

acceptable to MFIs and their principal investors.  

D’Espallier, Hudon and Szafarz (2013) state that 23% of the MFIs in the world operate without 

any subsidy. The absence of subsidies affects social impact and performances differently: In 

Asia and Africa, MFIs end up charging higher interest rates to compensate for a higher cost of 

capital; Latin American MFIs serve fewer women; Eastern European and Central Asian MFIs 

serve the poorer clients lesser. Kar (2020) finds that MFIs in India are getting more inclined 

towards safer, well-to-do clients, and trading off the social impact for greater financial returns. 

This matches the finding of D’Espallier, Hudon and Szafarz (2013) that East European MFIs 

serve fewer poor clients. Kar (2020) conducts a balanced panel data of 40 Indian large MFIs 

with data taken from MixMarket for the period 2009-2018 and using standard financial ratios 

and the Kruskal Walis test, examine the trade-off between financial and social sustainability, 

and states the finding. In evaluating “The Crises of Microcredit”, Guérin Labie and Servet 

(2015) in an ensemble of essays collected discuss the many causes of the current microcredit 

crisis. They argue that MFIs have been unprepared on various aspects for the exponential 

growth they witnessed. They draw attention to the fact that “greedy investors and shareholders 

attracted by profits” have made this one of the most contentious topics in international 

development. 

The second stream of ethics within microfinance tackles interactions with commercially 

minded actors, e.g., Chiu (2014) advances a framework for responsible finance. The framework 

consists of categorising the responsibility of banks into their ‘special social responsibility’ and 

‘fundamental principles of ethical behaviour’ in financial services. Building on Chiu (2014), 

Mia and Lee (2017) suggest that commercial funding from banks make MFIs more predisposed 

to mission drift. Further, mission drift is found to be statistically significant to explanatory 

variables such as the trade-off between outreach and profit. On similar lines, Brière and Szafarz 

(2015) discusses the role of investment funds and find that microfinance has undergone a 

‘dramatic change’ towards alignment with financial markets. They recommend that 

microfinance by considered as a self-standing sector rather than create them singularly 
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commercially oriented. Olsen (2017) discusses the role of the State, state influenced 

stakeholder legitimacy and how this process affects the microfinance sectors’ ethical 

challenges. 

The third stream of literature analyses tools that are designed to mitigate ethical lapses and 

risks emanating from the drift from ethical conduct and social impact. These are linked to social 

impact measurement and integrated performance assessment. One of these tools is a ‘codes of 

ethics’, e.g., refer Rao and Sravani (2013) for the Indian context; also Sama and Casselman 

(2013), Chakrabarty and Bass (2014), Kleynjans and Hudon (2016). Another implement used 

is social and environmental performance reporting, with some of the earliest work by Sinha 

(2006), Srinivasan (2014), Casselman et al. (2015), Allet (2012), Hermes and Hudon (2018). 

With a wide range of mechanisms, perspectives, and outlooks on measurement, monitoring and 

management of social impact, the end objective to develop novel methods for embedding 

microfinance into community empowerment remained, Tavanti (2013).  

Thus, from the premise that MFIs were generally inherently ethical, several events across the 

world have challenged the legitimacy of the sector. In 2007, the Initial Public Offering (IPO) 

of Compartamos, an MFI in Mexico, accelerated the inconvenient attention on MFIs behaviour 

on issues such as high-interest rates, excessive profitability and exploitative practices. The 

business behaviour of MFIs in India is discussed in Section 2.11. For a social enterprise 

context, given the rate of return and intentionality, the logical counter challenging was, ‘how 

to arrive at a fair profit level’? Hudon et al (2020) create a framework for ‘fair profits’. They 

acknowledge that the notion of “fair profits is far from easy due to the complexity and variation 

of social enterprise business models and their simultaneous integration of social and economic 

objectives”. By constructing a four-dimensional fair profit architecture viz., profit, mission, 

pricing, and dividend distribution, they deploy their constructed model on a balanced panel of 

496 MFIs for the years 2009–2010. Their findings suggest that meeting all four criteria is 

onerous, but not impossible. Indeed, only 4.8% of MFIs emerged as double bottom-line 

organizations. 9.3% of the sample organizations only fulfilled the financial dimension of the 

framework without care for social impact, and, could be dubbed “exploitative”. Most MFIs 

dynamically balanced, intentionally or otherwise, and made trade-offs on issues of alleviating 

poverty, the interest rates charged, the surplus generated by the business, and risk capital 

allocation. 
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To achieve the balance between growth and profits, benchmarks must be on either the RoE or 

the Return on Assets (RoA). Waterfield (2012) suggestion of the classification using RoE, 

where RoE of less than 5% could be “insufficient for long term sustainability,” between 6% 

and 15% would match the double bottom line criterion, between 16% and 25% falls within a 

‘grey area’; and, anything above 25% may be considered as “excessive”. Complementing 

Waterfield (2012)’s approach, Rozas (2012) discuss a Responsible Profit Matrix, which 

suggests using the combination of ROA and interest rates. In this approach, “acceptable profits” 

are measured and arrived at whereby interest rates of more than 25% would be profiteering the 

poor when coupled with higher than 6% ROA. Compartamos was chastised in multiple 

microfinance forums for charging high-interest rates. However, it was assessed necessary to 

cover their higher operating costs, Armendáriz and Morduch (2010) but because of managerial 

inefficiency, poor borrowers were forced to pay exorbitantly, which appeared to be particularly 

unfair. Karlan and Zinman (2008a) argue that many microfinance markets are not competitive. 

This is usually when the markets are still maturing and new players are coming in. Also, there 

is limited or no regulation thereby the existing MFIs enjoy the freedom to exploit the inelastic 

demand for microfinance. In India, RBI responded with guidelines, Malegam (2011) that came 

after the 2010 A.P. Microfinance crisis, by imposing a cap on interest rates at 26% that NBFC-

MFIs can charge their clients.  

2.7. The Setting of Microfinance in India 

A rudimentary definition of microfinance is “financial services for poor and low-income 

clients”, Gonzalez and Rosenberg (2006)4.  What Trezza (2006) calls “modern microfinance” 

or Robinson (2001) calls “new microfinance” was built on three tenets: (i) the exclusion of 

clients from the formal financial sector, (ii) a profitable model and (iii) access to finance 

enables development. Microfinance was broadcasted as social entrepreneurship that could 

capitalize on the productive capacities of the poor, Hulme and Mosley (1996). Given the 

importance of the link between microfinance as a social enterprise, and social enterprises being 

impact investment investees, the following Section 2.8 is dedicated to the discourse what social 

 

4 Other definitions given by Ledgerwood, (1999); Otero (1999), Daley-Harris and Awimbo (2011) are equivalent 
for the purposes of this thesis.  
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enterprises can learn from microfinance and vice versa in the context centred around intention 

and the behaviour of balancing social impact alongside a financial return.  

The theory of change of microfinance was that finance transforms customers’ businesses by 

providing needed capital to increases borrowers’ earnings and thereby would alleviate poverty, 

Yunus (2016). This was well-aligned to reputable economic theory that established the link 

between productive inefficiencies and credit market failure which were attributed to imperfect 

and asymmetric information in the standardized lending contracts e.g., Stiglitz and Weiss 

(1981). Thereby, there was an opportunity for innovation in lending contracts as a financial 

innovation.  

On social innovation, microfinance was fêted as an elixir and self-sustainable model for 

poverty alleviation that did not need endless grants for social impact, Ghatak and Guinnane 

(1999), Armendáriz and Morduch (2000). In due course, there were mixed reviews of the social 

impact: For some, microfinance was ‘useful but not transformative’, e.g., Morduch (1999), 

Mossman (2015), Cull et. al (2018); for others, microfinance failed to deliver on its potential 

and promise e.g., Bateman and Chang (2012), Hulme and Maitrot (2014). As the theory and 

practice of microfinance evolved there was detracting theory too, e.g.,   Mader (2016) evaluates 

the ‘Theory of Change’, which does show how microfinance modified the theory of change of 

the underlying poverty finance but questions the possibility of empowerment through financial 

inclusion. 

Though the Indian microfinance sector traces its origins back to the 1970s, microfinance in 

India was formally and systematically started in India by the government institution, The 

National Bank for Agriculture and Rural Development (NABARD) in 1992. In this “Bank-

SHG model”, Non-Governmental Organizations (NGOs) would get a fee from NABARD as a 

service to link the poor to the formal banking sector, represented by Scheduled Commercial 

Banks, Dasgupta (2005) and Satish (2005). In 1996, RBI included microfinance in Priority 

Sector Lending (PSL) targets for banks prompting banks to pursue the Bank-SHG model for 

ensuring compliance with RBI norms, Ibid. Thus, Banks became the first and early investors 

into microfinance as they started lending to either informal SHG groups or to NGOs who chose 

to do this as a direct lending channel. By 2009, the NABARD promoted the Bank-SHG model 

in India had 65 million beneficiaries, publicised as the world’s largest microfinance 

programme. At the same time in 2009, an estimated 65% of India was financially excluded; 

270 million people out of 1.2 billion (22%) lived below $1.25 per day, as per The Rangarajan 
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Report (2008)5. Despite the number of years of operation, microfinance had massive potential 

for reaching operational scale in the Indian context. There was a huge unmet demand for 

microfinance as Chen et al (2010) points out, largely because NGOs had capacity constraints 

to meet this demand, Malegam (2011). One part of the constraint was the NGOs’ inability to 

strengthen their balance sheets, which was necessary to meet prudential lending norms, 

Malegam (2011), RBI (2014) of lending by banks. NGOs could only add equity component 

through continued profits; and, were not allowed by law and regulation to take external equity. 

The legal conversion of MFIs from NGOs to for-profit NBFCs would allow MFIs to mobilize 

external equity investments and strengthen their balance sheets. 

The success of the commercial model of microfinance made it ripe and mutually beneficial for 

early-stage private equity funds to make the first investments. Dedicated microfinance funds 

called “Microfinance Investment Vehicles” (MIVs) were growing globally in scale and scope. 

Reille et al (2009) reveal that about 30 new global or regional MIV funds were set up in 2005 

and 2006, a total of 74 with the outstanding loan portfolio growing by 110 per cent per annum 

to reach US$2 billion. In 2006 alone, MIVs invested in 475 MFIs globally. Thus, in the 2000s, 

the microfinance sector in India experienced exponential expansion and growth with the help 

of such investors. As much as the success and future commercial pathway of microfinance 

were tied to receiving these funds from impact investors, the proof of concept of impact 

investing was equally dependent on suitable investees, which is where MFIs assumed 

paramount importance. Following the global financial crisis, in 2008-2009, MIVs witnessed a 

few debt defaults and a major slowdown in demand for capital from MFIs, a sharp contrast 

from the heady hitherto market growth. Notwithstanding the defaults, as Glisovic and Reille 

(2010) point out, MIVs continued to grow and earn positive returns. It may be deduced that 

there was sufficient profit yields, substantial diversification, or substantial provision for default 

so that the MIV funds could withstand the default. 

A critical moment of deliberate recalibration – for both the Indian microfinance and Indian 

impact investment sectors – was the “A.P. Microfinance Crisis” in October 2010, Ravi et al 

 

5 UN estimates of the SDG. The report of the Expert Group chaired by C. Rangarajan to “Review the Methodology 
for Measurement of Poverty in India”, June 2014 constituted by the Planning Commission of India, estimated 363 
million (29.5% of the population) in 2011-12 to be below poverty line. 
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(2019). 2010 marked as a watershed year for microfinance in India. In 2010, the size of the 

microfinance sector in India was appraised at about US$6.7 billion and had close to 30 million 

beneficiaries (Source: Ministry of Finance, mid-year analysis, 2010-11). At least 30 

Microfinance Institutions (MFIs) were operating as Non-Banking Finance Companies (NBFC), 

many with substantial growth trajectories and these NBFC-MFIs had been supported by 

government policies and private investment (CGAP Note No. 67, November 2010). MFIs also 

were recipients of specialised Microfinance Investment Vehicles (MIVs), impact investors and 

mainstream VCPE funds. By 2010, MFIs were expanding at an 80 per cent year-on-year growth 

rate and touching 30 million borrowers across India, Srinivasan (2010). Leading to 2010, there 

were reports to suggest that MFIs in India were trading at 5.9 times their book value, which 

was about 3 times the global average. Looking at a limited dataset of 21 private equity 

transactions, Kneiding et al (2009) argue that the earning prospects of Indian MFIs may not be 

that high to justify such a high level of valuations but instead the overvaluation might be driven 

by the excess interest of investors.  

By looking at Customer Lifetime Value (CLV), Kumar and Qazi (2016) point out that as a 

method of valuation, the MFI valuation comes from either client retention or the profitability 

per client. Microfinance, the value increases since the client acquisition cost is initially higher 

and it provides value with time. If CLV were adopted, MFIs would place greater emphasis on 

quality of customer service, longer-term customer relationship management and a long-term 

view over the myopic customer profitability, see Kumar (2008). However, Kumar and Qazi 

(2016) argue that the client acquisition cost was low since groups were not organically created 

but instead MFIs poached clients from the already existing non-profit “SHG” programmes and 

loans were pushed. A high customer churn in the industry with prevalent imprudent practices 

such as poaching, creating multiple borrowing, poor credit checks, forcing over-indebtedness 

Ghate (2008), Srinivasan (2010) and repayment coercion practices Puhazhendhi (2013). 

Therefore, it is arguable that a significant part of the value came from the high profitability per 

client, low default rates and the scale of operations. A working hypothesis is that profitability 

and speed of scale were critical drivers of growth despite the risks of liquidity, over-

indebtedness, and default probability of their clients. 

In the wake of farmer suicides in the then Andhra Pradesh (A.P.) state of India, the suicides 

were attributed by some reports in the press that MFIs were using coercive means to recover 

loans leading to farmer distress. Subsequently, the A.P. state government responded by 
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imposing several operational restrictions on the functioning of these institutions6. The state of 

A.P. constituted more than 50 per cent of the microfinance sector in India whether taken in 

terms of the number of microfinance borrowers or the loan portfolio outstanding; A.P. also had 

the highest penetration of microfinance, Srinivasan (2010). MFIs had to suddenly overcome 

high operational scrutiny and comply with heavy regulations. There were systemic 

unfavourable consequences for MFIs across India as banks collectively became unwilling to 

lend to MFIs, which consequently led to the repayment rates falling from about 99 per cent to 

10 per cent, Sriram (2012). Thus, the hitherto unfettered growth came to a standstill and has 

been commonly referred to as the “A.P. microfinance crisis”. The choice of the word ‘crisis’, 

came from the notion that it was “absurd and undemocratic”; the argument brought forward 

was that microfinance was developed, in the first place, to plug in the gaps in the outreach of 

financial services of the mainstream banks and denying access of financial services to such 

borrowers is questionable as it throttles the freedom of choice of the borrowers, Rozas and 

Kothari (2010). On the other hand, the rationale of enacting the ordinance (subsequently Act) 

from the A.P. government was a regulatory response to MFIs charging high-interest rates to 

the poor customers while high returns on investments were made by private equity funds, 

thereby attributed to being at the cost of the poor paying borrowers see Ravi et al (2019) 

necessitating government protectionist action. 

The fallout had larger repercussions for impact investment in India. Therefore, notwithstanding 

the hitherto phenomenal growth of the microfinance sector in India, and impact investing, the 

ongoing A.P. Microfinance Crisis was also a perilous juncture for the future of impact investing 

in India. What evidently emerged was a fundamental tension between the twin objectives of 

profitability and social impact and noteworthy is how this was undertaken differently in for-

profit and non-profits MFIs, Chakrabarti and Ravi (2011).  

Thus, from being quoted as a panacea for poverty alleviation and women empowerment, e.g., 

Dadhich (2001) discusses a case in India and generalises the wide benefits of microfinance, 

there is also a body of literature that counters this claim, e.g., Onyuma and Shem (2005). 

Further, MFIs have also attracted sharp criticism in the shift of priority from poverty to 

 

6 The instrument was the Andhra Pradesh Micro Finance Institutions (Regulation of Money Lending) Ordinance, 

in Oct 2010. The ordinance was later made into an Act. 
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profitability. Hulme and Maitrot (2014) refer to the direction of travel of the microfinance 

sector as a “lost moral compass”. Bateman and Chang (2012) conclude that microfinance has 

“failed to deliver on its promise” of delivering impact. Morduch (1999), Mossman (2015), Cull 

et al. (2018) have been more forgiving. They accede to microfinance as not being 

transformative but defend it to be useful. Inter alia, the studies allude to the intention and 

intractability of achieving impact alongside financial returns.  

Therefore, a study on any aspect of social impact, and especially the intention of social impact, 

cannot be divorced from a discussion on financial returns. The tension between impact and 

financial returns in MFIs, and more widely ‘social enterprise’s, is one issue that has been 

highlighted as a critical discourse. Gonzalez (2010) recognizes that the debate on the trade-off 

in microfinance ‘is an old one’.  

Mahajan and Navin (2013) define the first phase of microfinance, till 2010, to be singularly 

characterized by “rapid growth” and implicitly implying recklessness; whereas the phase from 

2011 onwards, to be characterised by “responsible finance”, which would bring in measures of 

regulatory framework and consumer protection norms. Therefore, it is important to raise the 

question of whether there was any change in the intention of MFIs, their impact investors and 

more broadly the enabling eco-system. 

2.8. MFIs as Social Enterprises and Impact Investees  

Battilana (2010), Khavul, Chavez and Bruton (2013) and several others have widely 

proclaimed that MFIs are important social enterprises. As Hulme and Mosley (1996) note, 

microfinance has been celebrated as social entrepreneurship that capitalizes on the productive 

capacities of the poor. Inevitably, both the celebration and the vilification of microfinance has 

generalised references to social entrepreneurship. Since ‘social enterprises’ are defined as 

enterprises that create impact alongside profits, ipso facto, investments made into social 

enterprises are automatically deemed to be impact investments. However, this assumption is 

exactly that – an assumption – since the intention of impact still needs to be established. While 

the study focusses on impact investments in MFIs, there is a relevant body of literature on 

social enterprises to draw from that does provide a useful reference. Equally, the findings of 

impact investments in MFIs will have a wider implication for all investments in social 

enterprises.  
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Zeller and Meyer (2002), Karlan and Morduch (2010) and others uphold microfinance as a 

revolutionary model. The United Nations proclaimed the year 2005, “The International Year 

of Microcredit” as a call to action for building inclusive financial sectors. The 2006 Nobel 

Peace Prize was awarded to Yunus and the Grameen Bank for the ‘Grameen model’ of 

microfinance. The committee hailed the invention as it "creates economic and social 

development from below”. The revolution is that financially self-sustainable models can also 

address impact, equally well or better than grants. However, the revelation that microfinance 

can actually be financially sustainable while simultaneously addressing social impact has been 

challenged. Thus, of interest to the study of both social enterprises and MFIs, it is important to 

address whether impact can indeed be generated systematically alongside financial returns.  

Microfinance has been hailed as the torchbearer of combining social impact and financial 

return. And yet, this assertion has not been without a contest whether globally or in India. 

Armendáriz and Szafarz (2011) discuss that maximising shareholders’ returns in microfinance 

is just tantamount to profiteering and mission drift. From the turn of the millennium profiting, 

commercialisation and investments discussions were pertinent both in academia and in 

practitioners’ minds. Thus, much of the literature on commercialisation is of that vintage. 

Ironically, the same dual objectives of microfinance that was romanticised in India in the 1990s 

went from being a revolution in the 1990s, commercial transformation in the 2000s and 

ultimately labelled a crisis in 2010, as Saxena (2014) highlights, which can be useful to trace 

for other social enterprises and those engaged in impact investing. 

Austin et al. (2006) argue that social enterprises adopt business-based solutions to socio-

economic problems and thereby bring about impact. Mair and Marti (2009), Moss et al. (2011), 

Zahra et al. (2009) refer to social enterprises as a model for replication of systemic social 

change globally. Bornstein (2007) show social enterprises to be ‘transformative for society’, 

and Alvord et al. (2004) argue that they bring about empowerment. Unsurprisingly, as Short et 

al. (2009) discuss, social enterprises have caught the attention of both practitioners and 

academics. Mair and Marti (2009) and others suggest that social enterprises are transforming 

society.   

However, Scarlato (2012) suggests that there is doubt whether social enterprises are 

transforming society or the social enterprises themselves are adapting to the environment. In 

their assessment of social entrepreneurs’ intentions, Hockerts (2017) states that the necessary 

antecedents and prerequisites that lead to social entrepreneurship are often overlooked in most 
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studies. Thus, there is a clear need to understand both the relationship and the decision-making 

that involve combining impact and financial return at the institutional level, thereby drawing 

on institutional theory, Scott (2004, 2013).  

Social Enterprises differ from typical ‘normal’ enterprises: Their social mission benefits from 

substantial subsidies, which are either cost savings or revenue enhancements for business 

operations. For instance, these subsidies enabled MFIs to operate and continue to be socially 

meaningful and efficient, D’Espallier et al. (2013). It is important to note that NGOs conducting 

microfinance received subsidies from various mission-oriented actors such as philanthropists, 

donors and foundations, government agencies under various schemes or policies, impact 

conscious investors. After several decades, many MFIs were still reliant upon subsidies and 

subventions schemes that subsidised their subsistence and impacted the long-term 

sustainability of their operations. This was also true in the case of India, where microfinance 

was deemed as a priority sector (PSL) by banks and there were other interest subvention 

schemes in practice. 

The response was to push microfinance towards commercialization, Kent and Dacin (2013). 

But this trend was not peculiar to microfinance but more widely applicable to all social 

enterprises, which experienced “commercial turn” or “marketization”, Child (2010). Thus, the 

commercial turn of microfinance in India was only a specific instance of a wider movement. 

There is a long tradition of established arguments that non-profits or NGOs needed surplus, 

just like businesses needed profits and reserves, as a risk mitigation mechanism e.g., see Young 

(1982). In the 2000s, inter alia, Operational Self Sufficiency (OSS) came into practice as an 

indicator, and to denote commercial viability and independence from grants and subsidies from 

multilateral agencies such as World Bank. The OSS, expressed in percentage terms, indicates 

as to whether an MFI is earning sufficient revenue - through interest, fee or commissions that 

covers its total financial and operational costs including provisions of loan loss. This formed 

the basis for NGOs engaged in microfinance to be able to generate a surplus. Yet, in the context 

of subsidies and commercialisation, Morduch (1999b, p. 236) queried, “it is not clear what 

‘profit’ really means when a large fraction of inputs is subsidized.”  

In practice, MFIs in India reported “surplus”, instead of profit, in their embodiment as NGOs, 

which was to be ploughed back into microfinance rather than as payables to any shareholder. 

In the hybrid spectrum of Alter (2007), MFIs transitioned from B to C. Therefore, it can be 

deduced that the typecasting of organisations is not cast in stone but only transient and can be 
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shifted to either side of the spectrum. Much of the choice of organizations to remain where they 

are, therefore, is a matter of strategic intent. 

 

The OECD (2015) calls organizations that provide support to deliver social impact “delivery 

organizations”. Social Enterprises as investees (or delivery organizations) of impact investors 

to create social impact through the provision of goods or services. In general, they include both 

for-profit and non-profit organizations. OECD (2015) classifies delivery organizations as 

cooperatives, enterprises, social enterprises, mutuals, and MFIs. Using market-based solutions, 

social enterprises generate social impact, Jones and Lee (2013). Clear identification of impact 

investment beneficiaries, however, is difficult according to Chiappini (2017). O’Donohoe et 

al. (2010) suggest that the public at large is the ultimate beneficiary. Before the OECD (2015) 

definition, which focuses on ‘at-risk populations,’ practical definitions invariably referred to 

society, without specific segmenting and targeting, see Grabenwater and Liechtenstein (2011). 

The OECD (2015) identified seven criteria or characteristics of SIIs, along with a list of 

prerequisites for each viz., social target areas, beneficiaries, commodities or services, delivery 

organisations, measurability of impact, investment intent, and the expectation of returns, see 

Figure 2.5. 

 

 

Figure 2.4: The Social Entrepreneurship Spectrum 

 
Source: Adapted from Alter (2007)  
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OECD (2015) reviews and recognises that a taxonomy of potential beneficiaries is defined in 

the literature, which includes the lowest and poorest, unregistered, disadvantaged, and 

marginalised groups of the society, La Torre and Vento (2006, p. 5). Thus, OECD (2015) 

definitional framework creates a trait d’union between at-risk populations, beneficiaries, and 

social costs.  

Figure 2.5: OECD (2015) Definitional Framework for Delivery Organisations 
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In the Indian context, to qualify as a ‘social’ enterprise, the IIC provides the guidelines, Dutt 

et al (2014), which enterprises must meet: 

i. Serve underserved communities: Such beneficiaries need to be identified and maybe 

one or more of the stakeholders of the enterprise – these are listed to be ‘producers, 

consumers, suppliers, employees or customers or even the entrepreneurs. However, the 

underserved beneficiary group should comprise the majority (more than two-thirds) of 

the entire beneficiary base implying that the business should concentrate on creating 

and providing value for the identified (and stated) beneficiary base. 

ii. Assurance: The enterprise must carry out ‘third-party’ impact evaluations and impact 

reporting, in conjunction with investors and to follow certain established standards like 

IRIS+ or Global Impact Investing Rating System (GIIRS) 

iii. Compliance: The enterprise must comply with all regulatory norms  

iv. Corporate governance: Establishes good corporate governance. It may be noteworthy 

that the norms that constitute ‘good corporate governance’ are not qualified and is left 

to subjective assessment. 

v. Consumer protection: A special reference to consumer protection is listed, to provide 

emphasis that aligns with the overwhelming significance of microfinance where the 

consumers of the service are indeed the borrowers and the identified beneficiary base.  

Unlike the OECD (2015) guidelines, a description of what the intervention outcome may be 

given by the ‘degree of publicness’ clause is not insisted upon. 

Though microfinance was an investee sector for impact investors, there are important lessons 

to learn in the practice of impact investing from microfinance: Intentionally meeting dual 

objectives, managing complexity and trade-off, and measuring impact. 

2.9. The Impact of Microfinance 

Relevant to the context is addressing the issue of the extent to which investors wield their power 

in driving the strategic agenda and intent in their portfolio Companies, and as specific interest, 

MFIs in India. Brau and Woller (2004) submit that MFIs do not assess impact since it is 

complex and costly. They advocate that for a holistic performance appraisal of MFI 
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management, monitoring impact along with financial performance is necessary. They contend 

that donors and policymakers do have a responsibility to report on impact. Should not investors 

also have the same obligation? This research directly addresses the question: Do investors 

believe that they have the same responsibility?  

In one of the earliest impact evaluations, Mordoch (2000) contended that the win-win argument 

of creating an impact while generating a financial return by MFIs is not supported by evidence. 

This was novel since the commonly held notion was that microfinance creates a positive impact 

by increasing borrower incomes, Armendáriz de Aghion and Morduch (2005). Using data on 

1,558 MFIs over 15 years, Wagenaar (2012) suggests that MFIs transformed from non-profit 

to for-profit institutions to focus on profitability. The study concludes that MFIs have a lower 

impact on the income of the borrowers when the impact is assessed as the average loan size 

and the percentage of women borrowers.  

Older studies, but important early evaluations, by Pitt and Khandker (1998), Khandker (1998, 

2005), Rutherford (2001) and Morduch and Haley (2002) had suggested that microfinance has 

a positive impact on the borrowers. Increasingly new literature has started suggesting a weak 

causal relationship between increasing income of the borrowers and microfinance. Many of the 

early studies, e.g., Pitt and Khandker (1998), Khandker (1998, 2005), Rutherford (2001) focus 

on Bangladesh, the birthplace of microfinance. All three papers show a positive impact. Nasir 

(2013) mentions that MFIs in India followed the famed 'Grameen model'; therefore by and 

large, the operating models and studies of MFIs in India and Bangladesh are comparable. 

Roodman and Morduch (2009, 2014) reviewed two papers, Pitt and Khandker (1998) and 

Khandker (2005), hailing them as the only high-profile economic papers that claimed large, 

sustained benefits of microcredit. Both studies were sampled in Bangladesh viz., Pitt and 

Khandker (1998), which applied a quasi-experimental design to 1991–92 data, Khandker 

(2005), which uses panel methods on 1999 data. Roodman and Morduch (2014) list the 

celebrated Pitt and Khandker (1998) work and challenge the finding that microcredit alleviates 

poverty, a much-hoped-for outcome. Roodman and Morduch (2014) show that the original 

findings on poverty reduction had not discounted outliers and did not use robust linear 

estimators. Using maximum likelihood models, Roodman and Morduch (2014) show that there 

is heteroscedasticity in the data and critical assumptions of error normality do not hold. And, 

therefore, they infer that impact-related investigations cannot be answered by these data. 
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Comprehensive reviews by Sebstad and Chen (1995), Gaile and Foster (1996), Odell (2010) 

and Orso (2011) hold that there is little evidence of confidently concluding that the social 

impact of microfinance is significant. Using 25 primary studies and 595 meta-observations, 

using multivariate meta-regression analysis Awaworyi (2014) finds that microcredit has no 

impact on an increase in income. For instance, Adams and Von Pischke (1992), Tucker and 

Miles (2004), Imai et al. (2010), Islam et al. (2015), suggest that microfinance engages in 

‘skimming’ i.e., servicing only the most profitable clientele, and not servicing the smaller, more 

poverty-stricken customer since they may be costlier and less profitable and the impact is 

significantly less for those who need it the most. Beyond the business rationale, this is 

justifiable, though often projected as a criticism, Hulme and Mosley (1996) had suggested that 

microfinance aggravated poverty for the poorest of the poor.  

There is also literature that themes the negative effects of microfinance. Mosley and Hulme 

(1996) point out that when the loans are not appropriately used towards income enhancing 

activities or when clients are too poor to be capable to capitalise on the finance, they may 

aggravate socio-economic difficulties. Since Montgomery (1996), Dichter and Harper (2007), 

Schicks (2014) and others have held that unconstrained, implying unthoughtful, thrusting high-

interest market rated, unsubsidised microcredit on ‘incapable to absorb’ poor borrowers into 

unviable businesses into over-indebtedness just because credit is - easily i.e., without diligent 

credit appraisal - available. Far from assisting their subsistence, the debt defaults aggravated 

poverty and depleted self-respect. Inter alia, these practices, without a deeper analysis of the 

creditworthiness case of business (micro-enterprise) led to major crises in microfinance across 

the world, Guérin et al. (2015). 

For instance, by reviewing cases studies of MFIs, Dichter and Harper (2007) requested 

recognition of the fact that microfinance in some cases, may have a damaging impact 

emanating from over-indebtedness or the inability to repay and can lead to “feeling dependent 

on the constructs in a particular culture, unequal in stature, underpowered, diminished, and 

could even undergo a loss of identity…result of this is suicide.” Therefore, indiscriminate 

overburdening of the financially illiterate poor, without strong credit appraisal not only is poor 

business practice but also poor social impact. Sinclair (2012) elaborates through several cases, 

how the strategic intent was mala fide. He points out that the focus is not on creating and 

managing impact but only on financial returns for the shareholders. Bateman and Chang (2012) 

contend that the long-term solution to the problem of ongoing, incessant grants and subsidies 
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in the microfinance sector was to reconstruct MFIs as a privately-owned, market-driven, profit-

driven business model, which was advocated by Otero and Rhyne (1994) and Robinson (2001). 

Previous long-held views indicated that Microfinance had a favourable impact on the well-

being of the poor. However, as Bateman and Chang (2012) observe, Duvendack et al (2011) 

document that almost all the previous impact studies cannot be taken seriously since they were 

either statistically biased, relied on incomplete or inaccurate data, or had very poor research 

design. Therefore, most of them are quite unusable. Bateman and Chang (2012) further allege, 

without evidence, that an honest assessment of the microfinance model in practice and any 

discussion of the same were calculatedly and strategically shirked, largely to not scupper the 

chances of the external funding that most microfinance sector participants - MFIs, eco-system 

service providers and advocates - desperately desired. While it is difficult to ascertain the 

veracity of this conjecture, it is plausible that the intent of MFIs was opportunistic and points 

to the direction of the tension between leadership and wider group goals as well as the strategic 

intent of the leaders in driving the organizational direction, Maner and Mead (2010) and Ciulla 

(2005). Given the leadership intent and agenda, Bateman and Chang (2012) point out that 

microfinance constitutes an impediment to sustainable economic and social development. 

Further, they advocate that microfinance should not be continued supported as an international 

development policy because it services only a neoliberal agenda. 

A retrospective assessment of the impact studies on microfinance before the Sustainable 

Development Goals (SDGs were announced in 2015) can be classified into two categories of 

impact: Contribution to SDG 1 “no poverty” and SDG 5 “women and youth empowerment”, 

with varying definitions used in each research. Interestingly, though not a target itself, financial 

inclusion is treasured as an important enabler of eight out of seventeen SDGs, see Figure 2.6. 
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2.9.1. Figure 2.6: SDG Mapping for Microfinance 

 

Financial inclusion is an enabler of achieving SDGs – 1, 2, 3, 5, 8, 9 and 10. 

 

It is noteworthy that in the 1990s, there was considerable debate on epistemological issues of 

data collection, the methodology adopted, and the precise definition used to assess impact. For 

instance, the literature in the 1990s used the ‘change in income’ of the MFI clients as a measure 

of impact and found a positive impact. However, given that cash is fungible, a cash loan like 

microfinance may be consumed or transferred. As Hulme (2000), Armendáriz de Aghion and 

Morduch (2005) note, therefore, taking a change in income as a measure of impact is arguably 

inaccurate. Studies conducted by Schuler and Hashemi (1994), Hashemi et al. (1996) and Goetz 

and Gupta (1996) find that beyond influencing asset accumulation and income patterns, 

microfinance also affects consumption-linked outcomes thereby having a positive impact.7 

Though the majority of the preoccupation of impact studies on microfinance has been to assess 

incremental income as a way to progress out of poverty, there is also a considerable body of 

literature that looks at women empowerment as a social impact. Hulme and Mosley (1996) 

suggest that microfinance has a positive impact on women. Morduch (1999) criticises Hulme 

 

7 E.g., Healthcare, nutrition, children's education, women's empowerment through household-related decision 
making, thereby endorse the positive impact of microfinance. 
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and Mosley (1996) on several grounds: (i) not controlling for self‐selection bias (ii) unreliable 

data (iii) control groups not being representative and (iv) inconsistencies in calculations. Patel 

and Patel (2017) use exploratory factor analysis on 384 urban microfinance women in India 

and find a positive impact on their social and economic status. Not all studies find that the 

impact has been positive.  Pitt and Khandker (1998) stated that microfinance has significant 

benefits for women by increasing their influence on decision-making in the household. 

However, using the same data set, Roodman and Morduch (1999, 2004) did not find similar 

evidence. Duvendack et al. (2011) support Adams and von Pischke (1992) and reiterate that 

most evaluations suffer from inadequate data and weak methodologies. Further, Duvendack et 

al. (2011) replicate Pitt and Khandker (1998) and find low validity of the original beneficent 

findings. Pitt (2012) responds that Duvendack (2011) is not a replication of their study and, 

therefore, the results do not provide validity of the ineffectiveness of microfinance. Karlan and 

Zinman (2009) use a randomized supply decision method and find significant impact and some 

evidence that the loans were profitable. Banerjee et al. (2009, 2015) use RCT on 52 households 

in India and report that microfinance does not improve measures of women’s health or 

empowerment. Taking the example of Bangladesh, Schuler et al (1998), Mallick (2002) warns 

that microfinance can create gender conflicts, when women challenge gender norms and, 

thereby, provoke violence in their spouses. Taking a nationwide representative survey of a total 

of more than 4000 women between 15 and 49 years old were analysed separately using χ2 and 

Cramer's V tests to deduce that microfinance has unintentional adverse consequences 

associated with increased exposure to ‘intimate partner violence’ for the more empowered 

women. Where microfinance programmes have indirectly exacerbated such violence, a context 

for other developmental interventions, as pointed out earlier by Schuler (1998), is also 

presented.  

To summarise the literature, while business-like MFIs were putting more resources into 

women's hands, did they have the surrounding ecosystem to mitigate risks of such adverse 

consequences of social impact? Evidently not, if the above results are valid. This is precisely 

why, as is in this research, it is very important to determine the intention and consistent 

behaviour that are supported by monitoring and measurement mechanisms of social impact on 

the part of the investors. 
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2.10. Legal Structure, Impact, and Intention 

As social entrepreneurship and impact investing grow and increase complexity, several 

questions at the confluence of legal and regulatory aspects of social enterprises, capital market 

access and the intention of social impact arise. Burand and Tucker (2019), conduct a systematic 

review of legal scholarship on social enterprises reviews 260 scholarly articles by over 150 

authors. The assessment includes contributions on the fields of social entrepreneurship, social 

finance, and impact investing and maps the contributions of legal scholarship from 2007, when 

the term “impact investing” was coined, through 2017. They highlight the need for more legal 

scholarship applicable to develop practice as well as theory on these fields. They also outline 

the necessity for more scholarship in the field to develop the field and assist in the development 

of new business structures, corresponding financing models that together facilitate the pursuit 

of profit and purpose mutually. The section contributes to the constructs of legal theory relevant 

to impact investing, MFIs and social enterprises in India. 

There is an increasing interest in literature that informs about the relationship between 

geography and investment patterns in private equity, e.g. Agrawal and Goldfarb (2015), 

Hochberg and Rauh (2013). In their pursuit of the answer to the question, “Does geography 

matter in Finance?”, Grandi and Parenti (2019) outline that several data points such as the 

configurations of localization, polarization, population distribution, geopolitical institutional 

decisions etc. are all important factors, which provide insights on the evolution of the financial 

institutions against the prevalent public policy, political theory and powers dynamics. Thus, 

the combination of legal structure, the prevalent theories of the impact of the social enterprises 

- microfinance in the case of this research - and the intention of MFIs must be considered when 

evaluating the context of impact investing which will be uniquely applicable to India in the 

timeframe. As the landscape changes – temporal or cross-sectional – the underlying influencers 

to intention and legal context patterns would change. Though the A.P. microfinance crisis 

emanated from a conflict in a few districts of Andhra Pradesh (A.P.), a state of India, it quickly 

escalated to a national level crisis and ultimately resulted in the promulgation of legislation by 

the RBI in 2011. The analysis of the A.P. microfinance crisis lends credible evidence as a case-

in-point to the theoretical abstraction of Grandi and Parenti (2019). 

SousaShields (2006) and others outline the history of how most MFIs started as NGOs and 

funded their operations with grants from donors and concessional loans from development 

finance institutions. As MFIs matured, mainstream debt financing becomes available, and later, 
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traditional equity financing becomes an option. CGAP acknowledges that in the past few 

decades public funding for microfinance and financial inclusion has helped to build the 

microfinance industry, which now attracts private capital, both international and local. MFIs 

follow this route essentially because microfinance is a very capital-intensive business. The 

funds received from equity and debt forms the raw material. The fund infusion at regular 

intervals is invariably necessary, Singh, Lal and Bhat (2010).  

D’Espallier et al (2017) study the extent to which this transformation, from an NGO to 

shareholder-owned financial services regulated Company, affects the way MFIs behave and 

conduct their operations. They apply an event study method to 66 such transformed MFIs. They 

find that the portfolio yield is reduced by 3.9 percentage points post-transformation deducing 

that borrowers get lower interest rates. Further, MFIs pointedly reduce their operational costs, 

of which 1.1 percentage points is attributed to transformation. They also find a steep increase 

in commercial debt leverage and deposits, indicating stronger financials according to the 

DuPont Analysis; a significant decrease in the cost of capital due to economies of scale; and, a 

sharp rise in the average loan size. The increase in average loan size is taken as an indicator of 

mission drift. The RoE is driven up in the medium to the longer run, suggesting a more 

shareholder-centric business attitude. 

Social enterprises can build precautionary mechanisms, such as setting out clear social 

objectives, into their constitution to ensure the ongoing protection of their social mission. 

However, on transformation new independent entities can be created, as was the case of MFIs 

in India, wherein constitutions can be changed and the social mission may be ignored, 

Cornforth (2014, 2020). A historical analysis reveals that there are many instances, even 

indicating a pattern or corporate strategy, of cooperative and mutual organisations that were 

demutualised or been taken over by pure-play for-profit capitalist companies. Marshall et al 

(2003) illustrate the demutualisation of British building societies. 

As a response to the pattern, Cooney (2012) discusses that the USA and UK have new legal 

forms8 which are designed to enable business establishment for the benefit of the community 

 

8 E.g., the USA has a plethora of options with Low-profit Limited Liability Company, the Benefit Corporation, 
Flexible Purpose Corporation; Canada has Community Contribution Company; the UK has Community Interest 
Company (CIC) 
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and not purely for professional investors’ gain. Yet, these legal structures are not inviolable. 

There is a history of social enterprises’ acquisition by mainstream large Multi-National 

Corporations (MNCs). The strategic significance of “buying CSR” by large corporates was 

first underscored by Hollender and Fenichell (2004). The high-profile case of Ben & Jerry's 

alleged forced sale to Unilever is a key fixture in debates on public policy for new alternative 

legal structures. The case studies of these acquisitions further point towards the necessity of 

the discussion to combine social impact, financial return with intention.  

The intention in the acquisitions of social enterprises assumes significance. To put this into 

perspective, Wickert et al (2017) present cases of large corporates “buying” social 

responsibility, which highlight the need and importance of having a deeper understanding of 

corporate intention. E.g., L’Oréal acquired The Body Shop but did not integrate any responsible 

practices from The Body Shop. The acquisition, therefore, has been considered symbolic, with 

L’Oréal being faulted for lip service to bolster its responsible image, Balmer et al (2007). 

Wickert et al (2017) present that Danone engaged with Stonyfield in substantial knowledge 

exchange: From responsibilities pertaining to business as usual operations, to social and 

environmental issues. Similarly, Austin and Leonard (2008) present that the acquisition of 

Tom’s of Maine by Colgate was symbiotic adding great strategic value. Mirvis (2008) reports 

that Unilever started being attentive, although selectively, to what Ben & Jerry’s perspective 

CSR with the condition that doing so should explicitly make commercial sense. In fact, 

Unilever remained deeply vigilant about the public political positions that Ben & Jerry’s took, 

since it was misaligned with Unilever’s policy on apolitical positions, Ibid. Thus, it may be 

argued that intention precedes corporate finance actions, such as investing. 

By investigating the financial and legal instruments that Ben & Jerry's had already incorporated 

to resist hostile takeovers, Page and Katz (2012) expound that these elaborate defences, had 

they been invoked, were sufficient and would almost indubitably have worked if the intention 

were to prohibit Unilever from taking over. Thereby, they endeavour to discredit the theory 

that additional legal structures are needed. The counter-factual analyses are difficult to 

ascertain, though. An analysis of the whole account of Ben & Jerry's sale to Unilever, as Page 

and Katz (2012) point out, elucidates how social entrepreneurs can creatively use existing legal 

and financial structures to conserve the social mission. However, as Ben & Jerry’s case 

exemplifies, social enterprises may choose not to assert such positions, depending on their 

intention. It may be conjectured that if MFIs in India wanted to protect the social mission, they 
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could have. Thus, the question to be addressed is that of the intention of impact rather than that 

of availability of suitable legal structure alternatives.  

Notwithstanding the option of incorporating provisions within the existent laws to protect the 

social mission, public policies in many jurisdictions, supported by a lot of academic attention, 

constructed new legal structures to offer additional layers of protection to the social mission 

and mitigate pressures of market forces. Cornforth (2020) points out, that CIC protects a social 

enterprise’s mission with a “community interest test”, which ascertain that the organisation 

purpose is the benefit of the community and, therefore, an “asset lock” would be suitable that 

would thwart advances to divert the use of the assets for ends other than the titled purpose of 

the asset i.e., the precise benefit of the community outlined. Alongside are the continuing 

debate about the suitability of these modifications and whether further reform is indeed 

required, Cornforth (2020). Cornsworth (2020) refer to Tracey et al. (2011) in their advice to 

reflect agency. Tracey et al. (2011) point out that various actors within a social enterprise’s 

influence, influence and manage the tensions and mitigate risks of mission drift. Pache and 

Santos (2013, p. 975) illustrate a compromise strategy by referring to the microfinance 

industry. MFIs set a ‘compromise rate’ driven by a balance to blend both logics: Development 

logic dictates that interest rates should be low so that the financial burden is low on poor clients; 

commercial logic commands that the interest rates should be set high to exact more revenue 

and make more profits. This discussion links to the ensuing discussion on business behaviour 

Section 2.11- between these two rates to “demonstrate good faith to both constituents”. They 

conclude that such a compromise is unlikely to earn unanimous support from all. In the longer 

run, it would probably lead to dissension among supporters of the different standpoints. 

The Working Group on Mission Alignment (WGMA, 2014) given in Figure 2.7 characterized 

impact-driven organizations as having a social mission with embedded measurable social 

impact. 
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In the discussion of the commercialization of microfinance in India, the ‘value’ of the assets 

transferred from the non-profit to the for-profit NBFC, which had investors on board who 

sought returns. Thus, there was the concomitant risk of ‘mission drift’ in the rapid growth and 

fund-raising; since the business value was created from grants and accumulated profits and was 

being transferred to returns seeking investors. 

Among others, Rosenberg (2007) describes the issues in the commercialisation of microfinance 

through the Banco Compartamos’ IPO case study. Compartamos, a Mexican MFI, was set up 

in 1990. It was initially funded by donors. Compartamos was rapidly growing and constantly 

fundraising from various sources. In 2007, it completed a momentous IPO, the first for any 

MFI. The IPO was oversubscribed by 13 times. The IPO was celebrated as a massive success 

of microfinance, though not without criticism of mission drift. Repressed demand led to the 

Figure 2.7: WGMA (2014) guidelines on Asset Locking 
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share price, representing 30 per cent of outstanding capital, to skyrocket 22 per cent in the first 

day itself. The demand was driven by exceptional growth and profitability story making 

microfinance very appealing to all investors. Thus, the spectacular success of the IPO was a 

milestone not only for Compartamos but for microfinance across the world. Rosenberg (2007) 

specifically points out that commercial investors—not responsible or impact investors — were 

the main buyers.  

The Compartamos case study sparked off research and industry questions in the Indian context 

too e.g. Ghate (2008). The key questions raised in the microfinance summits as given in Ghate 

(2008) as well as academicians e.g. Harper (2011), Hamada (2010), Hoque et al (2011), 

Chasmar (2009), Galema (2011), Wong (2014), Bateman (2011), Dillard et al (2010), Flosbach 

(2013), Gimet and Lagoarde-Segot (2014), Zerai Rani (2012) etc. raised the following critical 

questions, all of which have a bearing and connection with the legal system and legal structure 

of the business: 

i. Are the interest rates charged to the poor borrowers ‘defensible’? The discourse is 

reviewed in Section 2.5 

ii. Considering the social objectives outlined by MFIs as part of their purpose, are they 

consistent with the development objectives i.e., does microfinance intentionally create 

the social impact? The discourse is reviewed in sections 2.8, 2.9 

iii. Was the aid money that was granted to MFIs in its early years used inappropriately to 

enrich private investors and the promoters? The discourse is reviewed in sections 2.10, 

2.12, 2.13 

iv. How should the supernormal profits be distributed between shareholders and 

borrowers, if shareholders and borrowers have competing claims? Thus, should the 

incremental value created be passed on to shareholders’ (entirely) or share the value 

with the borrowers (the clients)? The discourse covering the profits, intention and, 

therefore, a legal impact is to be reviewed with reference to sections 2.11, 2.12 

v. Does the market-based approach, which integrates private and public investments, 

change the governance of the MFIs in ways so that they balance social and commercial 

objectives? Further, does the market-based approach, tilt the strategic outcomes in the 

direction to suit private investors? The discourse must be reviewed with reference to 

sections 2.11, 2.12 
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2.11. The Business Model and Business Behaviour of MFIs in India 

Guérin et al. (2015) discuss microfinance crises in Nicaragua, Bosnia, Pakistan and Morocco 

– alongside a study on the A.P. microfinance crisis in India. They use an analytical framework 

to point out four drivers: First, MFIs suffer from mismanagement and corruption; second, weak 

regulation implies that MFI practices especially for loan recovery; third, many loans are not 

used for income-generating activities but to fund consumption or pay down other debts. They 

often encounter saturated markets that render their enterprises unviable. Finally, non-payment 

of loans is organised as a political act, something that is particularly likely to happen where 

MFIs are regarded as unjust or exploitative. Each of the four drivers to microfinance crises 

links to the business model and business behaviour of MFIs. 

The tension between the twin objectives identified in the Introduction section can be also 

resolved by looking at the different business models and the vision of the leadership of the 

organisation. A business model is a tool that conceptually aids in the understanding of how an 

organisation conducts its business, whether commercial or non-commercial, and can be used 

for analyses at multiple levels - comparative performance, operations and management, 

corporate communication, and outlook to innovation, Osterwalder and Pigneur (2005). 

Innovation in the business model is framed as improving the value proposition for the customer, 

or more correctly, the consumer. The value proposition for the customer has not changed in 

microfinance since the 2000s. Amit and Zott (2012) contend that an innovative business model 

is not only changing the product and service offerings but also involves changing the way 

business is done beyond what is being done. Hence business model innovation goes beyond 

process and products. Johnson and Suskewicz (2009) similarly advocate that business model 

innovation warrants creating new systems. In that, the system of microfinance was set in the 

2000s when the Grameen model of microfinance was being replicated across India. For a 

discussion on whether the business model innovation of MFIs in India led to social innovation 

or not, see Section 2.15. 

Business model innovations for sustainability, as defined by Bocken et al. (2014), create 

positive or reduced negative impacts for the environment or society. Sommer (2012) highlights 

that a sustainable business model should not narrow its focus on the organisation itself but 

expand its horizon to include a wider set of stakeholders, thereby impressing a broader notion 

of value that brings with it the network perspective for innovating and transforming the whole 

business model. In their review of sustainable business model archetypes, Bocken et al (2014) 
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analyse that Sommer (2012) does emphasise that a sustainable business model expands its 

sphere of interest beyond the organisation itself by including a wider set of stakeholders. 

Further, Bocken et al (2014) find this to be consistent with Beattie and Smith (2013) and Zott 

et al. (2011) who describe the business model as extending beyond the firm as an entity itself 

and includes the value captured for key stakeholders such as its customers, shareholders, 

employees, suppliers etc. This is accomplished by changing how the organisation, taken 

together with its value-network, create and capture value. Economic value is created and 

changes the value propositions for the organisation and its value network. (p. 44). Thus, the 

business model would encompass four elements: Corporate governance, business behaviour, 

rights at the workplace and community involvement.  

‘Management quality’ is a key attribute linked to the delivery of the business model. It is the 

management capability to acquire and utilise resources in ways that deliver the optimal or 

desired value proposition Beltramello et al. (2013). Beyond management, the investment in 

human resources across the rank and files (human capital) for a Company is profitable if 

effectively utilised, inter alia referred in the seminal work starting with Schultz (1961) and 

Becker (1962) and leading on the school of thought around “the economic approach to human 

behaviour”. From a pragmatic decision-making standpoint, there has been a huge amount of 

research on objectively defining human capital like any other capital asset and linking it to 

long-term impact investment, Woodhall (1987). Investment and returns in HR have been 

promoted that ‘should be included in the accounts’ as multiple double bottom-line reporting, 

Hilorme et al (2019). Given that MFIs practices last-mile linkage as an HR-intensive business 

with large armies of loan officers, who were the service interface with the clients, increased in 

importance. HR metrics such as ‘Loan officer productivity’ which is the ratio of borrowers to 

loan officers gained, Sector (2002), became a source of comparison and competitiveness 

advantage, e.g., see Raghav (2012) but also deepened HR social challenges e.g., see Jha and 

Singh (2015). It is therefore argued that HR constitutes to be part of the social component 

which should include all the information necessary for the acquisition, retention and 

stabilisation, the growth and development, and the optimisation of all strata of human capital 



 

 
72 

within the MFI. Meticulous measurements of the economic value of human capital9 will lead 

to better HR strategic management as well as to better operations management. A summary 

potential benefits of HR practices to RoE is given in Figure 2.8. 

 

 

Bocken et al (2014) discuss the literature describing different standpoints on business model 

development. They cite Margretta (2002), Zott and Amit (2010) and Beattie and Smith (2013) 

to define a business model as the description that holistically answers, ‘how does a firm do its 

business?’. In that, business model is an organisational behaviour. Bocken et al (2014) also 

refer Teece (2010) for describing that the “business model articulates how the company will 

 

9 Economic indicators such as labour conditions, employee turnover, employee productivity, human capital value 
added, human capital return on investment etc. are treated as quantitative, measurable indicators already adopted 
by the ‘mainstream’ boards and management, Hilorme, et. al (2019). 
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convert resources and capabilities into economic value.” Teece (2018) self-references Teece 

(2010) that the crux of a business model is in the description of how the business delivers value 

to its customers, exact payment against that value and finally makes a profit out of that 

proposition. Thus, the business model encompasses the organisational design, the financial 

architecture, assessment of customers, the sources of revenues, the cost structure, and 

ultimately competitive positioning. Further, Teece (2010) focusses on ‘customer first’ in 

suggesting a pecking order. Reports from RBI (2011a, 2011b) indicate that MFIs did not 

consider their business model to be ‘customer first’. Plainly, the business model conceptualises 

how the business crafts its competitive strategy, creates a differentiated proposition vis-à-vis 

other competing organisations, and how the business integrates its value with those of other 

businesses in its value network, Rasmussen (2007). Reports from RBI (2011a, 2011b) indicate 

that the MFIs, and broadly the microfinance sector, did not have a differentiated strategy 

leading to the A.P. microfinance crisis.  

Bocken et al (2014) point out that using a business model which factors a wider range of 

stakeholder interests and includes the environment and society, can drive implementing 

corporate innovation, help in embedding sustainability and assist the development of a mature, 

long-term vision of the business. Bocken et al (2014) point out that sustainable business models 

serve as systemic catalysts for technological and social innovations. LüdekeFreund (2010, 

p.23) define a sustainable business model as “a business model that creates competitive 

advantage through superior customer value and contributes to the sustainable development of 

the company and society.” And, therefore, it may be pertinent to ask, to what extent were MFIs 

willing and able to adopt sustainable business processes in their model?  

The difference in the business model and strategic intent became evident from the public 

debates in the Indian sub-continent, which were led by Yunus10 and Akula11. Westley and 

Mintzberg (1989), define “Strategic visionaries are leaders who use their familiarity with the 

issues as a springboard to innovate, who can add value by building new perceptions of old 

practice” (p19), both Yunus and Akula are arguably strategic visionaries, however, their vision 

 

10 2006 Nobel Peace Laureate 

11 Dubbed the “poster boy of microfinance”, Vikram Akula was on the cover of Times Magazine and was listed 
as one of the “100 Most Influential People of the Year in 2006”. 
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for their organization and respective business models coupled with their influential status has 

far-reaching consequences not only for MFIs in India but also more broadly how impact 

investing may be practised. 

Weidner, Rosa and Viswanathan (2010) pinpoint that social enterprises find and facilitate 

access to products and services in underserved or remote areas and develop pricing mechanisms 

that make affordable products and services accessible. In fact, beyond the last mile, social 

enterprises identify and cater to the requirements of the entire value chain, iron out 

inefficiencies to create value so that the eventual objective is to overcome the challenges faced 

by disadvantaged communities, Weidner et al. (2010).  

By studying social enterprises in India, Sanchez & Ricart (2010) propose two types of business 

models: The first is termed ‘isolated business models’ and the second is termed as ‘interactive 

business models’. The distinctive attribute between the two models is that the former is price 

sensitive and the latter is value focussed. The isolated business model objective is to increase 

efficiency, lower the costs and fix the consumer price just below the WTP. The interactive 

business model objective is to enhance the value of the service created so that it increases the 

willingness and the capacity of the customers to pay. Sinkovics et al (2014) argue that to have 

a social impact, business models must be inclusive to integrate local community development. 

This contribution could be in terms of creating freedom of choice, sustenance, building self-

esteem to the community, independent of any intentionality of social impact creation. In the 

run-up to the A.P. microfinance crisis, Reports from RBI (2011a, 2011b) indicate that MFIs, 

and broadly the microfinance sector, did not connect with local communities, enhance freedom 

of choice, and bring in self-esteem in the borrowers, which constituted the target population.  

Scaling up is a commonly accepted critical challenge to be reckoned with as a social enterprise, 

and therefore, successful scaling up strategy is the foundation on which such business models 

are imitated, e.g. Dacin and Tracey (2011), Blundel and Lyon (2015), Patel and Mehta (2011). 

However, the process and journey of reaching scale are essential for recognising the 

achievements and reputation of the social enterprise, Kato and Hosono (2013). Agapitova and 

Linn (2016) emphasize that lessons from the scaling-up process feedback as innovation and 

adaptation to the business model, which further strengthen sustainably scaling-up. However, 

microfinance in India in the 2000s did not exhibit as having an innovative ‘steady growth’ that 

included the feedback for suitable inclusion of innovation and adaptation of the business model 

to be sustainable to manage the interests of multiple stakeholders (RBI, 2011a, RBI, 2011b). 
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Kubzansky (2013) argues that getting the right business model to reach scale is the most 

important factor in making market-led approaches work effectively. Yunus, Moingeon and 

Lehmann-Ortega (2010) underscore the adjustments needed in converting from a conventional 

business model to a social business model. These adjustments include factoring in the needs of 

the targeted beneficiaries, targeted profits or the hurdle rate; having a broader business model 

eco-system perspective and a clearly articulated measurable social impact.  

Organisational behaviour should proactively blend the strategic management actions that 

improve the market, financial positions in front of the wider stakeholders’ reactions while 

anticipating and adapting to dynamic developments, Thompson et. Al. (2015). Accordingly, a 

greater measure of an organisation’s performance emanates from managements’ actions, 

business approaches and initiatives. As Nanus (1992) points out, an important part of visionary 

leadership is prudential supervision, directing necessary course corrections along the way and 

being perceptive about the timing of initiation of a new vision development exercise. MFIs in 

India in the 2000s did not engage in prudent and earnest behaviour that would make them 

worthy of ‘intentional’ impact investors’ finance.  

Bahree (2010) describes two contrasting visionary leadership approaches, which emanated 

from their respective leadership attitude. The first was the path of SKS Microfinance Company 

in India, as advocated by Akula and the second was the Grameen model as propounded by 

Yunus. While there were several differences as Ashta and Milana (2012) describe in 

contrasting respective book reviews – Akula (2010) and Yunus (2003). A significant part of 

the debate was ownership. Yunus maintained that the intention of microfinance was solely and 

exclusively for poverty eradication of the poor clients. Thus, the poor clients should own the 

bank or institution so that the profit goes back to them. Further, taking investments from 

‘private’ impact investors risks mission drift since it is tantamount to moving profits away from 

the poor, thereby reducing the potential positive impact and even possibly, aggravating poverty. 

Akula, however, suggests that better service is provided by following efficient business models 

by referring to SKS adapting microfinance to take from Starbucks, Coca Cola and McDonald's 

for which private capital infusion is necessary. Further for such service, the poor clients do not 

mind who else is making a profit if she gets her loan. However, Akula does acknowledge the 

‘more morally pure’ approach adopted by Yunus. It is rather interesting to link this debate on 

the model to the ‘alternative to capitalism’ quest. Consequent to the financial crisis, where 

academics and practitioners became more interested to develop an alternative or a blended 

approach and explore the potential of member-owned businesses to provide that narrative e.g. 
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Harrison (2014). Birchall (2013) discuss the long-term resilience of the cooperative model and 

argue that co-operative and cooperative models should be supported as a way of mitigating the 

economic crises in the future and providing greater equity. Sanchez Bajo and Roelants (2011) 

extend the argument and analysis of what went wrong in the 2008 global financial crisis to a 

broader critique in which the case for co-operatives is much more striving. 

By taking the examples of four large MFIs, one of them being SKS, Sriram (2010) discusses 

the opportunity of creating blended models that could have potentially allowed borrower 

groups to participate in the benefits of shareholding. However, Sriram (2010) shows that 

through various legal processes MFI clients in India were, ironically, financing the wealth 

creation of the shareholders. While this was within the realm of the letter, and hence there was 

no irregularity mentioned in subsequent reports by committees and reports by RBI, the main 

criticism was the spirit (or intent of social impact) with which MFIs were operating. The clients 

could not even negotiate their representation or shareholder rights. This ‘accumulation by 

dispossession’ would be ‘new imperialism’ according to Harvey (2003). In Roodman (2010), 

Yunus states that commercialization “wasn’t just mission drift” but “endangering the whole 

mission”. Microfinance was supposed to replace loan sharks prevalent in the vulnerable, 

unbanked segment but now was becoming the same thing it sought to replace. In 2010, when 

the A.P. microfinance crisis broke out in India, The Reserve Bank of India (RBI) report (2011a) 

and others pointed out that new microfinance might have resulted in better financial returns for 

the MFIs but in many cases, they have also led to adverse social impacts. The report cited 

aggressive, exploitative, and non-prudential lending practices. Arunachalam (2011) refers to 

the development of these practices as an adverse outcome of ‘maximising shareholders’ 

wealth’. If it is accepted that a key goal of microfinance is to alleviate poverty, then the interests 

charged to borrowers becomes a paramount point of the discussion on the business model and 

business behaviour. 

The shareholder-centric approach12 conflicts with and acts as a major countervailing force 

against the low-interest rate to be chargeable borrowers, thereby, against the poverty alleviation 

agenda by compelling the NBFC-MFIs to generate profits and serve investors’ interests. 

 

12 Where shareholders are investors and, therefore, not a cooperative financial institution. In a cooperative setup 
– as is Grameen Bank - advocated by Yunus customers are also shareholders. 
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Further, Varottil (2014) suggests that the current discourses and accepted corporate governance 

norms do not adequately address the predicament of boards and senior management – the 

strategic decision-makers (SDM) - of social enterprises, such as MFIs registered as Non-

Banking Finance Companies (NBFC), called NBFC-MFIs, in India.  

In one of the earlier readings, the discussions on mission drift picked up the pace, 

contemporaneous with the global financial crisis in 2007. Using the phrase mission drift, 

Copestake (2007), Mersland and Strøm (2010), Ebrahim et al (2014), Postelnicu and Hermes 

(2018) have built on the theory and knowledge of mission drift. Seeking higher profits and 

commercialization reduces the outreach of MFIs. This highlights that many corporate decisions 

of MFIs entail a trade-off intrinsically due to the business model. There are concerns about 

massive-scale mission drift, exploitative practices of the poor, Hudon and Sandberg (2013). A 

general line of argument, e.g., Ebrahim et al (2014) is that organizational governance, and the 

active engagement of governing boards, are very essential for accountability of dual 

performance objectives to all stakeholders. However, the government may be influenced in the 

cultural context of the environment in which the social enterprises operate. Zhao and Wry 

(2016) discuss social problems that are reflective of beliefs, values and prevalent practices—

collectively called, “institutional logics”—that operate at the societal level and aid the 

rationalization of marginalization of certain peoples. They substantiate their argument in their 

further work, Wry and Zhao (2018), that societal logics, and thereby balancing the dual 

objectives of social enterprises, run through many influences channels, affecting the 

governance and the boards of organizations in unintelligible pervasive ways depending on how, 

where, and with what intensity they are embedded in the society in which they operate. Wry 

and Zhao (2018) test for the compatibility of outreach and financial performance and argue that 

this relationship is influenced by the cultural context. They test the argument by studying 2037 

MFIs in 115 countries taking data between 1995 and 2013. They find that the trade-offs 

between social and financial parameters are accentuated when a social issue, such as 

discrimination, is deep-seated in the cultural milieu and when the social enterprise operates in 

a weak business environment. They conclude that the trade-offs are contingent on cultural 

context and that the performance or outcome of the pursuit of social impact through 

commercial means varies widely. 

According to D’Espallier et al. (2013), Vanroose and D’Espallier (2013), subsidies facilitated 

MFIs to accomplish better social performance, whether measured in terms of poverty or gender 

outreach subject to local environments. Without subsidies, for subsistence and sustainability, 
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MFIs adapt by modifying their business model. For instance, without subsidy African and 

Asian MFIs charge higher interest rates, D’Espallier et al. (2013). Instead of being a ‘social 

finance’ and differentiating the price and interest rate according to various social criteria, MFIs 

typically charge the same or similar rates to all borrowers, Cornée and Szafarz (2014) as part 

of the standardised ‘Grameen model’. And yet, the interest rates of NGO MFIs are higher than 

those of MFI Companies. This is attributed to the smaller ticket size of the loans offered that 

are costlier to administer, Cull et al. (2009), and partly because of the surplus needed to scale 

up, partly because of the risk-provisions for default.  

Therefore, there is reasonable doubt in the case of microfinance in India, whether impact can 

indeed be generated systematically alongside financial returns. Since demand is the willingness 

and ability of buyers to purchase a product at a said price (Sheffrin, 2003), the demand for 

social impact by investors can be ascertained by the intent (willingness) and ability (managing 

trade-offs) at given prices (valuation).  

But the journey of microfinance was not always fraught with such challenges and intense 

criticism. Ledgerwood (1999) describes how in the 1980s MFIs were NGOs with grants as the 

primary source of financing. Easterly and Miesing (2009) define NGOs to have the objective 

to advance the public interest and shape society. Therefore, in following this definition, the 

primary objective of NGOs, whether practising microfinance or not, should be a social impact. 

In the 2000s, two schools of thought emerged: the ‘welfarists’ and the ‘institutionalists.’ The 

welfarists consider that the goal of microfinance is to alleviate poverty. Institutionalists, on the 

other hand, view microfinance as a means of financial inclusion and financial development by 

providing services to the poor, who are financially excluded.  

Barr (2004) suggests, even if microfinance is not seen as a poverty alleviating tool, it is, 

arguably, at the very least a tool for financial deepening. Therefore, as Hermes et al (2018) 

point out, there are legitimate reasons for public policy to support microfinance development; 

as RBI and NABARD have indeed done in India. NABARD, which was set by the government 

of India in 1982 started microfinance in 1992. The model was called the Bank-SHG linkage 

model wherein the linkage fee-for-service was provided by NGOs. Thus, NGOs had diversified 

from a grant-based model to a fee-for-service model. This model became the world’s largest 

microfinance programme by the early 1990s, Dasgupta (2005), Satish (2005). A part of the 

enabling ecosystem support came from RBI’s Priority Sector Lending (PSL) norms in 1996, 

which ensured that Indian commercial banks had to ensure that 40% of their net banking credit 
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to PSL was marked as a priority, which, inter alia, includes microfinance. However, whether 

microfinance indeed intends to have social impact becomes material in the light of the 

privileged ‘priority’ status. Thus, the conjecture that the intention of RBI for supporting 

microfinance was financial sector deepening is plausible. 

2.12. Corporate Governance of MFIs in India 

There is a long-standing history of Corporate Governance (CG) and CSR, Sahut et al (2019). 

Further, board composition ownership structure can help rationalise strategic decision-making 

that involves corporate-social investments and risk. Inter alia, they shape social and 

environmental impact, through corporate and CSR policies, assisting in hedging strategies 

against risks of embracing egregious unethical behaviour, Ibid. CG is the most studied CSR 

element, Orlitzky (2013). The relationships between CSR, CG, capital structure, and financial 

performance are complex, Flammer (2015). More studies with better alternative models are 

necessary, Ibid. 

Good governance aligns the interests of stakeholders and managers affordably, Aras and Ingley 

(2016). It has been argued by Waddock and Graves (1997) that good CG helps manage and 

keep an equilibrium between individual and community objectives, between economic and 

societal aims. Yet, there is a long-standing, historical scholarship on the negative correlation 

between CSR and financial returns, e.g. McGuire et al. (1988), Preston and O’Bannon (1997), 

who have argued that corporations engaged in CSR incur incremental costs which 

detrimentally affect their financial returns. Other studies have found that CSR does not 

adversely affect financial performance, e.g., Aragón-Correa and Rubio-López (2007), Chand 

and Fraser (2006), Mahoney and Roberts (2007), McWilliams and Siegel (2000, 2006). Based 

on different company samples, the research does not indicate any significant relationship – 

positive or negative – between CSR and financial performance. Yet, other researchers find a 

positive relationship between CSR activities and financial performance. Margolis et al. (2009) 

conduct a meta-analysis of 251 studies published between 1972 and 2007, which investigate 

the link between CSR and financial performance. They find that most of these studies 

substantiate that there is a significant positive relationship between the adoption of CSR 

practices and financial performance. The argument put forth is that the CSR outlays are 

negligible and that the benefits are substantial. E.g., Orlitzky (2013) after identifying a positive 

relationship between CSR and corporate financial performance, explains that CSR enhances 
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corporate reputation, which that has significant investor confidence and impact. Further, 

Orlitzky (2013) argues that CSR raises managerial skills in handling complex decisions and 

multiple objectives, sometimes contradictory demands. Further, decisions are factored taken 

with multiple demands of multiple stakeholders, thereby improving the overall organizational 

efficiency of the company. Using data for Indian listed companies, Mishra, S. and Mohanty 

(2018) find that CG is positively correlated with financial performance, measured as RoE; 

further, find a 40 per cent difference in RoE in corporations with good governance and bad 

governance. Thus, given the complexity in the categorisation of Corporate Governance into 

social impact or financial return, the underlying research is best served if the classification of 

CG in social impact or financial return is clarified with each respondent. 

Good corporate governance has been stated to be a necessary building block for MFIs to be 

successful as it is supported in achieving their dual goals of financial self-sustainability and 

social impact, Iqbal, et al (2019). The academic work on governance in microfinance is 

substantial and Rasel and Win (2020) in their systematic review find that much of the research 

focus is on MFI governance-performance relationship. Rasel and Win (2020) report that in the 

consolidated assessment of the studies use numerous techniques were used to measure MFI 

performance. The common themes within MFI governance to manage the dual mission are the 

composition of the board (structure), style and characteristics of the management (often 

embodied by the CEO), audit quality, external governance, disclosure, and ownership type. 

Using a global data set of 456 MFIs, Gupta and Mirchandani (2020) investigate whether the 

ownership structure of MFIs and corporate governance influence its social performance. The 

hypotheses are tested by performing unpaired sample t-tests. They find that NGO MFIs and 

Cooperative MFIs have a higher fraction of female borrowers and have a lower average loan 

size. Thus, NGOs and cooperatives place greater emphasis on social objectives. Further, Gupta 

and Mirchandani (2020) deduce that ownership type and corporate governance are important 

pointers for measuring the social performance of MFIs. However, the study is not statistically 

robust since the unpaired t-test assumes that the two populations have the same variances, 

which may not be the case. 

As early as 2000, Morduch (2000) discusses the disharmony between the two visions and 

labelling them as a "schism of microfinance". Hulme and Mosley (1998), Woller et al. (1999) 

discuss that these two schools offer very different visions of the priorities and functions of 

MFIs. However, it is not clear whether it was a conscious choice for MFIs to make between 

the two schools or a false dilemma. As RBI points out, while noting the behaviour of MFIs, the 
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institutionalist approach should not preclude responsible financial sector development i.e., 

elements of the welfarists approach. Therefore, understanding the circumstances that prompted 

transformation and behavioural change of MFIs to nearly abandon the welfare of the clients is 

crucial. This can only be established by research with strategic decision-makers of MFIs. 

Therefore, the body of research on the impact of microfinance is incomplete without a study 

on the strategic intent of MFIs. 

Fernandez (2009), Taylor (2011) and others describe how NGOs, and not financial institutions, 

were the first MFI entrants to emulate or adapt the Grameen Model in India. While using public 

finance, they intended to be more efficient, profitable and scalable by lower transaction costs 

compared to the NABARD supported Bank-SHG model. Shah, Rao and Shankar (2007) 

suggest that MFIs that transformed from NGOs to for-profit entities were institutionalists and 

focused on the business opportunity of financial inclusion.  

This transformation from non-profit to for-profit resulted in a paradigm change of two principal 

stakeholders: (i) from donor to investors (ii) from beneficiaries to paying customers. 

Ledgerwood (1999), Bisen et al. (2012) define the ‘institutionalist approach’ as a neoliberal 

model of microcredit. The ubiquitous implementation of the institutionalists’ approach led to 

standardisation, scalable and attractive to commercial investments.  

Mader (2015), Geleta (2016) and others have elaborated how the World Bank pushed the 

transmutation of NGO-MFIs into for-profit, credit-focused, fully regulated as financial 

intermediaries. Microfinance operates on the neo-liberal economics ideal, rationalises and 

naturalises neo-liberalism to the people at the grassroots, Elahi and Danopoulos (2004a, 

2004b), Brigg (2006), Fernando (2006), Weber (2004, 2006), Cockburn (2006), Bateman 

(2010). Hence, microfinance operates within the market with profit orientation. However, as 

Woolcock (1999) points out, as an extension of neo-liberal capitalism it does not accept failure; 

the failure of a borrower to be productive and to repay their debt often ends up with the denial 

of access to future credit.  

The International Monetary Fund (IMF) and the World Bank have imposed economic 

liberalisation as a condition for disbursing financial and technical assistance programmes. The 

liberalisation policy includes lending mechanisms through the utilisation of commercial 

interest rates, and applies to microfinance wherein it does not allow state intervention in the 

setting of interest rates or subsidies (Weber, 2004: 370-72). This allows MFIs to charge interest 

rates beyond current banking and commercial interest rates. However, these policies do not 
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necessarily result in the poor gaining access to affordable credit that assists in poverty 

alleviation. If microfinance fails to address the credit needs of a section of the society, it can 

contribute to economic inequality as the case study by Dale (2001) exemplifies. With the 

ubiquitous dissemination of microfinance, the onus of default is on the borrower and distracts 

them from resisting the system; thus, as Weber (2004, 2006) points out the client failing to 

repay would have only themselves to blame thereby falling into a vicious cycle.  

As the institutionalist approach took centre stage, the literature shifted to the issues of trade-

offs and mission drift. Gutiérrez-Nieto and Serrano-Cinca (2019) analysed 1,874 papers 

published from 1997 to 2017 based on bibliometric data. Their analysis was that the academic 

research focus shifted from describing innovations in microcredit delivery practices and their 

impact on discussing trade-offs and mission drift. Both the academic interest and practitioners’ 

discussions followed in that direction. Priyadarshee et al. (2011) attribute mission drift to the 

singular focus of MFIs to maximize profits operating in an inefficient regulatory environment. 

Referring to the rapid proliferation of microcredit in India, Taylor (2011) outlines how 

microfinance with interest rates of 24–36 per cent led to debt traps for the poor mocking the 

‘consumption smoothing’ argument. The consumption smoothing argument is that 

microfinance borrowers are less severely affected by variability in income and ‘shocks’ than 

those without access Morduch (1995), Menon (2004), Collins et al (2009) and, therefore, are 

more resilient. The literature review outlines that there is sufficient evidence to suggest that 

microfinance in India has been, to some degree, a financially successful model. Yet, it was not 

until the A.P. microfinance crisis in 2010 that a semblance of rigorous literature on causal 

analysis of the impact of mission drift began to appear.  

Mersland et al. (2019) analyse 199 MFIs worldwide and find coherence between stated social 

mission13 and actual practices; thereby, dismissing mission drift as a pertinent discussion. To 

study how financial sustainability and impact affect each other inter-temporally (lead-lag) 

using panel data analysis and a vector auto-regression structural model, Lam et al. (2019) 

studied 852 MFIs across 96 countries with data from 2005-2012 and find that the return of for-

profit MFIs contributes to their achievement of impact. Beatriz and Marc (2011) contend that 

most empirical studies on impact assessment cannot discern between mission drift and cross-

 

13 Categorized into poverty alleviation, women empowerment and financial inclusion 
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subsidization. Further, they define mission drift as the phenomenon when MFI’s choose to 

reach out to better-off clients, who are also unbanked though, thereby crowding out poor 

clients. Both these actions are in defence of profitability. They, therefore, limit the scope of 

their study by taking loan size and outreach as a proxy for impact and conclude that at the client 

level it does not allow comprehension of the context of mission drift. Reichert (2018) 

synthesizes results from 61 studies. By using an economic frontier analysis on the depth and 

cost of outreach and efficiency indicators, Reichert (2018) found significant trade-offs between 

the financial and social objectives of MFIs. Rickert (2018) concludes by identifying areas of 

further research to examine the extent to which investors are willing to accept a diminutive 

return against achieving higher social impact. 

A review of the precise behaviour in the question of the ‘institutionalist’ Non-Banking Finance 

Companies (NBFC), i.e., the for-profit MFIs uncovers elaborate narrative literature on the “bad 

behaviour” of such MFIs. The MFIs have been accused of being unscrupulous and creating 

debt traps for their borrowers by overburdening borrowers with loans and then resorting to 

coercive tactics to recover the loans, as discussed earlier. Sriram (2010) warned that neither 

coercion nor the Grameen model will salvage the situation the only option for the borrowers to 

survive would be a strategic default. However, this could also be attributed to a general 

readiness from an ecosystem perspective e.g., the absence of effective credit bureaus that 

provides the credit history of the clients. By doing so, credit bureaus play the role that provides 

some metric that enhances credit risk assessment and the propensity to pay, which helps filter 

quality clients and reduces the risk for the lender thereby mitigating over-indebtedness of 

borrowers, Schicks (2013).  

The rapid expansion of microfinance was inevitably accompanied by the same clients 

borrowing from multiple lenders, mostly MFIs. This phenomenon called ‘overlapping 

borrowing’, risks inducing borrowers’ over-indebtedness, and even insolvency. Therefore, this 

is a serious social problem due to the vast number of clients at the poor socio-economic strata 

getting over-indebted (social impact) as well as a commercial problem since it builds a systemic 

financial risk for the MFI. This also reflects poor corporate governance as a response and to 

competition, Khandker et al. (2013a), Khandker et al., 2013b). Vessio (2009) discuss the label 

‘reckless lending’ and assert that, to a large extent, it works is synonymous with ‘over-

indebtedness’ of poor borrowers. However, overlapping borrowing does not necessarily cause 

over-indebtedness since the quantum of total loans may still be serviceable, Faruqee and 

Khalily (2011), Khandker et al. (2013a, b), Mia (2017). 



 

 
84 

In their analysis, Iqbal et al (2019), analyse the relationship between CG and financial 

performance. They draw on 173 MFIs in 18 Asian countries using a panel dataset for 2007–

’11 and construct a CG index with constituent factors of board size, board composition, CEO 

leadership style, personality characteristics and ownership type. They find an endogenous 

relationship between CG and financial performance. Their findings indicate an insignificant 

impact of CG on social impact performance, but social impact performance is an important 

determinant of the CG mechanism of MFIs. They find that profitable MFIs have better 

governance. They also conclude financial performance improves with good governance. Using 

a sample of 68 MFIs from Bangladesh, Hasan et al (2019) investigate the relationship between 

good governance and the financial performance of MFIs. They find that strong CEOs create a 

positive impact on financial performance. Further, gender diversity in the board and 

management together contribute to better financial performance.  

In evaluating the role of gender and performance in the Indian context, Ghosh and Guha (2019), 

evaluated MFIs at three different levels, namely: strategic decision-making, routine business 

operations, and the on-ground delivery of services and at the site of customer relationship 

management. Using random effect panel data analysis on 104 MFIs between 2010 and 2014, 

they find that an increase in the proportion of woman directors at the board level, and the 

increase of female managers, increase the number of female clients in MFIs. So, they conclude 

that gender diversity at the strategic decision makers’ (SDM) level improves social impact. 

However, Ghosh and Guha (2019) also report that more female board members also adversely 

affected financial performance. The finding corroborates with the literature women’s presence 

in leadership positions and on the board of directors has positive effects on the performance of 

MFIs, such as Adusei and Obeng (2019), Adusei et al. (2017), Adusei (2019), Thrikawala and 

Locke (2018). Using a survey of SDMs of 55 MFIs in India, Amma, et al. (2019) explore the 

relationship between performance, regulation, and governance of MFIs. Specifically, the study 

focuses on the effect of the A.P. ordinance (2010), which is taken as a proxy for regulation. 

Boardroom conflicts are used as a proxy for assessing governance quality. According to their 

findings, the A.P. ordinance and boardroom disagreements have harmed the MFIs' 

performance. Consequently, they reject the public interest thesis that regulations are 

constructive in addressing market failures. In terms of governance, the diversity and experience 

on the board leads to conflicts and delayed decision making, thereby hurting the performance 

of the firm.  
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Sawada, Tanaka and Mahmud (2018) the cause and character of MFI clients’ multiple-

borrowing and over-indebtedness. They factor in some unique settings to characterize prevalent 

microcredit programs in Bangladesh and India. They take household panel data from the two 

countries. They report their empirical findings: Bangladesh as being consistently “good” where 

the overlapping borrowing is due to the smaller loan size, inflexible but collectively satisfying 

a larger demand. In contrast, the overall conclusions from India support the interpretation that 

overlapping borrowings represents missing targets or a Ponzi scheme! These differences 

between Bangladesh and India are attributed to the differences in CG in MFIs, as all MFIs in 

Bangladesh14 are NGOs, whereas most Indian MFIs are commercial, regulated financial 

institutions called NBFC-MFIs. 

Yet, there is an interesting body of countervailing studies that deduce that the for-profit 

transition is good for governance. It is generally accepted that good governance is a vital 

element of successful MFIs as it is presumed to help them in achieving their twin objectives of 

financial self-sustainability and social impact, Iqbal, et al (2019). In their analysis, Iqbal et al 

(2019), analyse the corporate governance and financial performance relationship for 173 MFIs 

in 18 Asian countries using a panel dataset for 2007–’11 by constructing a CG index with 

constituent factors of board size, board composition, CEO style and personality characteristics 

and ownership type. They find that profitable MFIs have shown to have better governance. 

They deduce that profitability prospects of MFIs improve with good governance. Thus, they 

advocate the transition to for-profit MFIs as a general improvement in corporate governance. 

Goodell, Goyal and Hasan (2020), examine the impact of for-profit versus non-profit status in 

microfinance across countries on parameters of financial transparency; and find that financial 

transparency is positively correlated with a for-profit status. This is analysed based on previous 

literature that established that market financing, followed by for-profit MFIs, is favourable over 

relationship financing, followed by NGO-MFIs, for better governance. Thus, for-profits rely 

on market-based financing and need to have more financial transparency and better governance 

than non-profits which rely on relationships with donors. 

 

14 Except for Grameen Bank which, does have a hybrid, cooperative-type structure that includes borrowers as 
shareholders and representatives on the Board 
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By becoming a channel for facilitating social impact, NGOs expanded their provision of 

services to include most services traditionally in the governments’ domain and responsibility. 

NGOs also simultaneously broadened their scope of work on policy arenas. Thus, the control 

or influence, over institutional environments assumes greater importance; the reigning concern 

being that of appropriate governance, management practices, efficiency and professionalism of 

NGOs, Marshall and Suarez (2014). On the other hand, with the increased prominence of 

NGOs is an ever-increasing question on the legitimacy of these organisations before they 

deserve public trust and funds. The resultant corrective efforts to shore up accountability and 

transparency is a well-documented phenomenon globally. e.g., see Bies (2010) for a focus on 

Germany, Switzerland, the Netherlands, and Austria; Ebrahim (2003) for a focus on the non-

profit accountability; Molnár (2008) exemplifies the context of Hungary; Tremblay-Boire, 

Prakash, and Gugerty (2016). Self-regulation, and creating isomorphism, have emerged as a 

common strategy to address such concerns, AbouAssi and Bies (2018) Bromley and Orchard 

(2016) in their study of US non-profits. Not surprisingly, therefore, as a response to rising 

concerns on the governance and practices of the microfinance sector in India, 34 NBFC-MFIs15 

formed an association called Microfinance Institutions Network (MFIN) in 2009, claiming to 

collectively represent more than 80% of the loan portfolio of the microfinance sector in India. 

RBI approved it as a representative of the sector when it accepted MFIN as a ‘self-regulatory 

organization’ in 2011 to facilitate the function and governance of MFIs. 

2.13. Financiers as Influencers of MFIs 

Finance is not only a critical catalyst for enterprise development but also a key driver in 

transforming business practices. Scholtens (2006) argues that the credit channel and private 

equity have the power to influence a firm’s policies, performance, and practices, both financial 

and non-financial, through governance mechanisms. The classical work of Cartright (1965) 

posits that the three main facets of the influence are: (a) the agent which exerts the influence, 

(b) the method or process of exerting the influence, and (c) the agent which is subjected to the 

influence. Further, an agent calculates, explicitly or intuitively, the cost and benefit of exerting 

 

15 MFIN, recognized by RBI as a Self-Regulatory Organisation, consists of 55 NBFC-MFIs. This constituted over 
90% of India’s organized microfinance i.e., excluding SHGs, operating in 610 of the 664 districts in India. Data 
as on February 2019. 
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such influence. However, the relationship between exerting the power to influence through 

determinative action is complex; it depends on whether the agent intends on using the power 

to influence as a means or an end. Thus, determinative action depends on intention. 

Furthermore, influence is also a complex social relationship between the agent who exerts the 

influence and the agent who is subjected to the influence. That domain and range must be 

considered. Therefore, for an assessment of the business model, the strategic intent and the 

behaviour of MFIs, it is imperative to know the influencers of MFIs’ behaviour. The 

stakeholders, or actors, in the impact investing industry, can be divided into four broad 

categories: (i) asset owners, who own capital; (ii) asset managers, who deploy capital; (iii) 

demand-side actors, the enterprises, which receive and utilize the capital; (iv) service providers 

who provide the ecosystem support to facilitate this market mechanism, Harji and Jackson 

(2012). 

Further, there is scope for finance to promote social impact and to dissuade activities that cause 

adverse impact. Jeucken and Bouma (2017) argue that to create a more equitable distribution 

of costs in society, banks and financial institutions could apply tariffs by raising interest rates 

on projects with high external costs to the environment and society. Applying a cost-benefit 

analysis coupled with such tariff difference can motivate the absorption of adverse impact costs 

into a full-cost analysis to include ‘true cost’ or ‘fair cost’. By setting such interest rate 

differentiation, banks and financial institutions have the capability and resources to foster 

sustainability and increase social impact. An illustration is the PSL norms which though 

mandated by RBI, was implemented through banks as a financial mechanism to spur financing 

certain sectors. Therefore, it was possible to use finance as a mechanism to control, influence 

and manage the impact. Morduch and Conning (2011) find the relationship between ownership, 

governance, and incentives as pertinent in microfinance. It is not clear which of the 

stakeholders who controlled and influenced the decision and direction of the sector followed 

the Friedman (1970) doctrine, "The social responsibility of business is to increase its profits" 

laying fertile ground for an investigation into the behaviour and intent of return and impact. 

Morduch and Conning (2011) explain the role of capital structure in MFIs. In microfinance, 

just as in corporate finance, a key ratio driving access to finance is the debt-equity ratio. 

Further, RBI regulations stipulate that all NBFC-MFIs should maintain a capital adequacy ratio 

(CAR) of more than 15 per cent of their aggregate risk-weighted assets. The debt-equity ratio 

is not only a measure of riskiness but also fulfils a specific signalling function relating to trust. 

The role of equity investors is to assure banks as the lending institutions that the MFI will act 
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cautiously since equity holders will incur first losses. Just as in corporate finance, Microfinance 

has been financed by debt from banks and equity from (impact) investors. However, this risk 

assessment is entirely in the context of financial risk and there is no assessment of risk 

emanating from a social impact perspective. By using granger causality, between private sector 

credit to real GDP, Sahoo (2014) finds that the supply-leading process of bank intermediation 

could channel credit in India’s largely bank-centric financial system. In 2009, an estimated 

65% of India was financially excluded (Rangarajan, 2008) with 30%, 270 million people out 

of 1.2 billion (22%) living below $1.25 per day16. Therefore, microfinance had massive 

potential for reaching scale in operations. Yet, there was a huge unmet demand for 

microfinance, see Chen et a (2010), largely because NGOs had capacity constraints to meet 

this demand (RBI, 2011, “Issues and Concerns in the Microfinance Sector”). A part of the 

capacity constraint was their inability to strengthen their balance sheets to become bankable. 

Prudential norms (RBI, 2014, “Master Circular, Prudential norms on Income Recognition, 

Asset Classification and Provisioning pertaining to Advances”) indicated that MFIs needed to 

have sufficient equity before banks could lend to them. The legal transformation of MFIs from 

NGOs to for-profit NBFCs would allow MFIs to mobilize external equity (or impact 

investments) and, thereby, strengthen their balance sheets.  

Since more than 85% of the financing of MFIs was from bank loans17, banks are an important 

stakeholder in this discussion of the social impact of MFIs. Ogden (2011) suggests that a 

substantial factor contributing to high repayment rates observed in microcredit, compared to 

banks, is the expectation of these ‘new to credit’ borrowers that more and larger loans will be 

forthcoming subject to good credit behaviour. If financiers stop funding MFIs that could impair 

MFIs ability to make good on this commitment of more and larger loans to MFI clients. This was 

observed in the A.P. microfinance crisis. It was argued that microfinance “rides on the back of 

the tiger”, where scaling down is impossible because as the MFIs stops further lending, existing 

borrowers start defaulting and in turn, potentially caused the MFIs portfolios to deteriorate leading 

 

16 The Expert Group under Rangarajan, “Review the Methodology for Measurement of Poverty in India” 
constituted by the Planning Commission of India in June 2012 submitted its report in June. 2014, estimated was 
363 million (29.5% of the population) in 2011-12 United Nation's Millennium Development Goals (MDG) 
estimate in 2011-2012. 

17 The CAR for NBFC was increased from 8% to 12% as on March 31, 2010 and to 15% as on March 31, 2011. 
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to potential bankruptcy, Rozas and Kothari (2010). Therefore, MFIs were perpetually capital 

hungry. Sub-prime and microfinance have been compared on several counts both in academic 

literature e.g., Wagner and Winkler (2012) and in media by influential people, e.g., YV Reddy18. 

Inter alia, it has been argued that the Originate-to-distribute (OTD) model was a malevolent 

contributor in the sub-prime financial crisis, e.g., Purnanandam (2011). Berndt and Gupta (2009) 

show that in the sub-prime case banks were originating loans based on unobservable information 

(adverse selection), and diminished monitoring that affected borrowers negatively (moral hazard). 

In the case of microfinance, MFIs were originating the loans, distributing them, building a 

portfolio and then selling them off to banks (as loan portfolio sales or “securitization”) to free up 

regulatory capital in case they were unable to raise sufficient equity, see Jayadev and Rao (2012) 

and Pole et al (2014). Thus, banks are important stakeholders in the decision and direction of the 

microfinance sector. Any research on the behaviour and intent of MFIs and their stakeholders 

must include the role, control, and the influence of banks. 

Investors were a fundamental promoter in the financial growth and development of the 

microfinance sector in India. Between 2006 and 2009, MFIs valuations grew by more than 50 

per cent (MFIN, 2012, p. 22). As more equity flowed into Indian MFIs, the average debt/equity 

ratio declined from about 11 per cent in 2005 to 4.7 per cent in 2009, and further to about 2.4 

per cent by 2011–‘12. This indicates the growing influence of private equity impact investors 

in the sector, Ibid. Mader (2013) draws attention to the fact that the microfinance crisis in 2010 

in India was not a sudden event triggered by the government. It had a longer-term causal 

process from a debt bubble. Further, the reckless, unregulated growth of microfinance in India 

created an incentive to have ‘profitability at all costs’ for shareholders.  

Yet, there are limited analyses on the issue of a non-profit or a for-profit impact on either the 

financial performance or outreach. Merlsand and Strom (2009) analyse 278 MFIs globally and 

report that there is no significant correlation between an organisation’s legal status and 

financial performance and outreach. Some studies have been conducted on the type of 

governance that an MFI should possess, Hartarska (2005). Others investigate the implications 

 

18 YV Reddy, former Reserve Bank of India governor widely credited with saving India’s financial system from 
the 2008 meltdown, said about microfinance, “ultimately, it’s something like subprime lending…The same 
incentives are operating here... it was securitisation and derivatives that operated in the US. Here it the priority 
sector lending by banks.” Pauli (2019) 
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of an MFI as a bank, non-bank, cooperative, etc. on the profitability, sustainability, and 

outreach, Cull et al (2009). The results broadly allude to two things: (a) commercialized 

microfinance operations do not have the same drive for outreach to the poorest and (b) non-

profit MFIs are financially self-sufficient and more stable than for-profit MFIs, Cull et al. 

(2009). This is rather ironic and counter-intuitive since one of the reasons cited by practitioners 

(MFIN members) was their strength in outreach that was made possible due to stronger balance 

sheets.  

Analysing a data set of 280 MFIs across 60 countries between 2000 and 2007, Galema et al. 

(2012) suggest that CEOs of NGO microfinance have more independence and decision‐making 

power than CEOs of for-profit MFIs. It was argued that the control of the strategic intent had 

shifted to the hands of the impact investors. Using a dataset of 460 MFIs across the world using 

the Microfinance Information Exchange (MIX) data, Downey and Conroy (2010) show that no 

discernible difference is found between non-profit and for-profit organisations in terms of 

social impact when measured as gender, loan size, loans outstanding, interest rates charged and 

positioning the product in terms of the proportion of risky assets. However, non-profit firms 

had better financial performance when measured as profit margins and operational self-

sufficiency. Likewise, Morduch and Conning (2011) while assessing social impact recommend 

that the notional lines dividing non-profits and for-profits are blurred. Therefore, the structure 

– for-profit or non-profit–itself does not inherently contribute to the behaviour of MFIs. Thus, 

the behaviour is attributable to only the management of the firms.  

Before exploring the role of the Venture Capital Private Equity (VCPE) firms as impact investors 

in microfinance, a review of the VCPE function itself is necessary. Barry (1994) characterize the 

VCPE operation as a multi-agent dynamic relationship between General Partners (GPs) who 

are the asset owners and the portfolio companies, where investments are made; as well as 

between GPs and Limited Partners (LPs), who manage the investments. Kaplan and Strömberg 

(2003) show that VCPEs, though in the United States, negotiate complex control rights over 

the investees and put into place extensive monitoring mechanisms at both governance and at 

the management level. GPs manage the fund which includes all aspects of screening and 

making investments, investment management and exits. In the LP-GP contracts, LPs do not 

participate in the operational decision-making processes of the funds and in return get 

immunity through limited liability constructs. Hence LPs do not actively monitor the GP’s 

actions, Gompers and Lerner (1999). Jia and Wang (2017) point out that there is little literature 

on the LP-GP relationship and the mechanisms that can be used to create alignment in 
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investment behaviour. Robinson and Sensoy (2013) point out that a critical issue in VCPE 

research and practice is how to regulate GPs’ behaviour. Primarily within this principal-agent 

framework between LP-GP, asymmetric information can lead to both moral hazard, Pratt and 

Zeckhauser (1985) and adverse selection, Mehta (2004). To mitigate agency risks, the LP-GP 

partnership contracts minimize the informational asymmetries by two instruments: Firstly, by 

introducing performance-linked compensation and secondly, having direct control by using 

various covenants in the contracts, Gompers and Lerner (1999). By using incentive-linked 

payments, not only are the effort levels correlated with the outcome, which is only the financial 

return as shown in Gompers and Lerner (1999), Litvak (2009), and Metrick and Yasuda (2010), 

but also the risks Covitz and Liang (2002). This is the RAR of the fund. Thus, ipso facto, LPs 

incentivize the GPs to exert effort in the structuring, monitoring and overall performance of 

investments. The performance level is optimised to RAR. No literature explores or refers even 

scantly that the outcome could embed any component of social impact. Therefore, it is pertinent 

to address the question to what extent were the LPs informed of the issues and concerns on 

limited social impact? And, paramount is to address the question about their intent - outlook, 

decision and control - on the social impact of their investments in the MFI portfolio companies. 

Cochrane (2005) notes that venture capital has a longer-term holding period, is illiquid since it 

has a limited market to sell the investments, and hence additionally involves liquidity risk when 

compared to other shorter-term, liquid investment assets. Though dated, Barry (1994) is a well-

cited study found that more than a third of VCPE investments result in losses, with a sizable 

fraction resulting in loss of the entire investment. More recently, Ljungqvist and Wilhelm 

(2005) noted that more than 75 per cent of the average VCPE fund's investments are written 

off. This implies that VCPEs make their profits from a subgroup in their portfolio investments, 

Cumming and MacIntosh (2003), Cochrane (2005), Nahata (2008). Gompers and Lerner 

(2001) point out that in the VCPE industry, with relatively fewer participants, a good reputation 

is important. Mehta (2004) points out, more experienced and reputable fund managers will be 

in demand for managing subsequent rounds of investment. This was the case in India in 2009 

with a nascent VCPE industry, and further developing a reputation of the investment portfolio 

in microfinance and demonstrating impact investment was not easy. Therefore, it is 

conceivable that the VCPE would exert pressure on MFIs to take lower operational risks and 

seek higher returns. It is unknown though whether compromising social impact was perceived 

to be lower returns or not making a social impact was seen to be a higher risk in so far as raising 

subsequent rounds of investment from LPs. Ideally, fund performance, capital distributions, 

capital calls data etc. of VCPEs must be measured against social impact, investment intent and 
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investment behaviour. However, data on VCPE is not systematically available anywhere —a 

common challenge for research on VCPE, Harris et al. (2014), Kaplan and Lerner (2016) and 

hence primary research is necessary to assess their investment behaviour and influence on the 

social impact of microfinance.  

2.14. Intention, Behaviour and The Reasoned Action Approach 

Since the inception of the Theory of Reasoned Action (TRA) propounded by Fishbein and 

Ajzen (1975), improved incarnation Theory of Planned Behaviour (TPB) and, in its most recent 

avatar, the Reasoned Action Approach (RAA), the theories together have been one of the most 

influential approaches to understanding intention, predicting and changing behaviour, Hagger 

(2019). The theories have been widely applied in a variety of behaviours, contexts, and 

populations. The theories, which have their roots in attitude theory and the social cognitive 

tradition, focus on beliefs about the future performance of a given behaviour. The theories' 

popularity stems from their relative simplicity, flexibility, as well as effectiveness in 

accounting for substantive variation in behaviour, Ibid. The theories have also served as the 

foundation for expanded theories that include new constructs in order to develop more 

comprehensive explanations of behaviour. Thus, the RAA is a good fit for addressing research 

questions outlined in Section 1.2 through the research design discussed in Section 3.3. 

The TRA was modified to factor behaviours that were not entirely under the control of the 

individual thereby leading to the development of the TPB, Ajzen (1985, 1991) which 

introduced ‘Perceived Behavioural Control’ as an additional predictor of intentions. In 

circumstances where individuals’ perceptions of control closely reflect actual control, the 

strength of the intention-behavior relationship is determined by perceived behavioural control. 

Individuals are more likely to act on their intentions when they perceive they have a high level 

of behavioural control. Fishbein and Ajzen proposed the RAA as a further development based 

on literary criticisms and their research. The RAA expands on the TPB by distinguishing 

between different subcomponents of the TPB and RAA attitude, subjective norm, and 

perceived behavioural control constructs.  

Ajzen, Albarracín, and Hornik (2007) presents the outline of key conceptual issues relating to 

the TRA and TPB and introduce the RAA. They reviews applications of RAA in a variety of 

contexts such as smoking cessation, HIV prevention, health promotion, and changing multiple 

behaviours. Conner and Sparks (2015) provide a comprehensive treatment – at various levels 



 

 
93 

– the conceptual, the theoretical, and applied levels pertaining to the TPB and the RAA in 

health contexts. Their work provides guidance on research design, measurement, and 

intervention. While most of the research using TRA, TPB and RAA has been in the field of 

healthcare whether adoption of good practices (e.g., exercise, diet control, contraception 

adoption) or changes of behaviour to quit bad practices (e.g., smoking, drug abuse, domestic 

violence etc). However, other areas of application are being researched e.g., Sok, et al (2021) 

uses RAA to review farmer behaviour and the adoption of good agricultural practices by 

farmers. Nguyen et al (2018) use the framework for communicating climate risk to school 

children. 

The RAA and its predecessor theories have provided a framework for investigating some 

fundamental influences that affect human behaviour in a wide range of social and 

cultural contexts. They have also provided opportunities to test key moderators of theory 

relations, which is important. Many meta-analyses have been conducted; some have taken a 

broad approach, while others have focused on specific behavioural domains such as exercise, 

alcohol consumption, contraception use, and so on. Sheppard et al. (1988) conducted the first 

meta-analysis of the TRA and used it to make recommendations for future changes to the theory 

leading to the evolution of the theory. 

There is a substantial body of evidence that tests the predictions (and, thereby predictability) 

of the TRA, TPB although not as much for the RAA, Hagger (2019). Liska (1984) specifically 

examines the theoretical problems of the TRA and issues generated by the parsimonious causal 

structure of the model. Thus the first investigations of the the structure underlying the attitude 

concept and the relationships between other variables called “constructs” and the overall model 

concepts has been ongoing for over four decades towards the theory development. The RAA 

avatar plugs in the causal gaps identified in Liska (1984). Since then, as part of evidence 

synthesis, many meta-analyses of findings from research on the TRA and TPB have been 

conducted. 

According to Albarracín et al (2014), Ajzen and Fishbein proposed that the subcomponents 

reflect the more general construct, e.g., experiential and instrumental attitudes reflect an overall 

attitude toward the behaviour, and that the more general constructs be used in analyses, i.e., a 

second-order factor analysis model. Although the theory has the advantage of parsimony, it has 

the disadvantage of requiring further theorizing about the relationship between the more 

general construct and the subcomponents. Since the research question is centred on ‘intention’ 
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which must corroborate with observed behaviour, and not behavioural change, the relationship 

between the general and the subcomponents is not material.  

To summarise, the theories have proven useful in identifying the social cognitive determinants 

of behaviour; accounting for significant variance in behaviour across multiple behaviours, 

contexts, and populations; demonstrating flexibility in accounting for other constructs and 

processes; and assisting in the development of behavioural change interventions. 

However, there have been numerous critiques of the theory. Ogden (2003), Weinstein (2007), 

and Sniehotta et al  (2014) are notable critics of the theory. Ogden (2003) identifies problems 

with the theory's falsifiability and, recognising that some of the effects in the model are 

frequently not found in empirical tests, wonders what kind of data is required to reject the 

theory. Trafimow (2012) present an interesting counterpoint to criticisms on falsifiability 

indicating that the theory of reasoned action stands up to ‘reasonable standards’ of falsification 

and outlines the importance of considering auxiliary assumptions when testing the theory. 

According to Weinstein (2007), correlational predictive studies, even those that predict 

behaviour over time, provide very little evidence to support the theory, and the lack of 

experimental data is significant. Sniehotta et al. (2014) acknowledge the theory's contribution 

to advancing understanding of behaviour, but identify a number of limitations, as well as the 

theory's lack of utility in informing interventions to change behaviour. Sniehotta goes so far as 

to suggest that the theory be “retired.” Ajzen and Fishbein (2004) and Ajzen (2015) directly 

respond to Ogden and Sniehotta's criticisms, as well as numerous other theorists, such as 

Armitage (2015), and provide a reasonable and elaborate explanation. The theory, and 

empirical evidence for the theory, is evolving and addressing the shortcomings. Head and Noar 

(2014) raise important issues about how to advance theories like the RAA, specifically about 

specifying theoretical domains, generalizability and utility, the validity of including additional 

constructs, and how organisations should track change in theories to inform interventions. 

A comparable research study was conducted by Sánchez-Medina et al (2014). In their research 

on environmental management in SMEs, Sánchez-Medina et al (2014) use TPB to evaluate 

SMEs environmental management with the research objective of clarifying the attitudes of the 

managers of SMEs about taking environmental measures. Consistent with TPB (and RAA), 

they find that the managers’ intent is determined by the desired outcome, the attitude towards 

environmental management, perceived norms, and the perceived behavioural control over 

environmental management. The TPB (RAA) is validated in their context of environmental 
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intentions, resulting in an instrument with the potential to improve the environmental 

management of SMEs. 

Thus, the RAA and the RAA constructs viz., attitudes - both experiential and instrumental, 

social norms - both injunctive and descriptive, efficacy - both capacity and autonomy can 

effectively explain behaviour. Therefore, the behaviour of impact investors and MFIs 

managing and prioritising social impact may be reflected by the RAA constructs: the intention, 

attitude (e.g., investors’ attitude towards sacrificing rate of return for social impact) perceived 

norms (e.g., coming from the background context of impact investing), perceived behavioural 

control and self-efficacy. Therefore, the RAA is being used as a method to unravel the intention 

in the behaviour of MFIs and the influence, and particularly perceived control, of investors on 

the behaviour of their investee MFIs, which is discussed in the following chapter on 

methodology. 

2.15. Social Innovation, Isomorphism, and Institutional Theory  

Schumpeter’s seminal work dating back to 1911 defines innovation as the implementation of 

ideas that mark the introduction of new or improved, goods or services, Schumpeter, J. (2017). 

Innovation is always relative to the current state of knowledge of the analysed unit. Thus, 

innovation can be extended to an idea, a practice, a product or a process that is perceivably new 

and is available for study. Social innovation is indispensable for resolving today's complex 

social and ecological challenges and social impact investing and microfinance are social 

innovations, Nicholls and Murdock (2012). As discussed in the Introduction section, both 

impact investing and commercial microfinance in India was widely accepted as social 

innovations in the 2000s. Thus, impact investing and microfinance in India was an emerging 

practice in the 2010-’16 period. 

In describing the adoption of innovation, Rogers’ classic work dating to 1962, Rogers (2010), 

describes the diffusion of innovation theory. Miller (2015) argues that diffusion is the process 

by which an innovation permeates over time among the participants in a social system. Miller 

(2015) provides a discussion of how the diffusion of innovation framework seeks to explain 

how, why, and at what rate. It can be argued, that impact investing, being an innovation, is 

diffused over time into the ‘mainstream’ investors who begin to adopt some practices and 

features.  
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Though not much literature is available, there is emerging interest in the academic literature 

that focusses on the adoption of impact measurement and performance practices by social 

enterprises, Lall (2017). Most research on the topic has suggested that the adoption of impact 

measurement practices is closely related to external pressures, which include the need to 

demonstrate legitimacy to funders, peers etc. However, Lall (2017), using a dataset comprising 

1864 budding social enterprises across the world, adopts a contrarian view and reflects that the 

choices by social enterprises are based on rationalisation.  

Irrespective of whether influenced by external pressures or internal rationalisation, the adoption 

of innovation such as impact measurement by organisations is complex. Greenhalgh et al. 

(2004) point out that organizations are both a collection of individuals and a system with an 

established set of practices and norms. Therefore, organisations face complex adoption 

scenarios. 

Three organizational characteristics strive well with the individual characteristics above viz., 

(i) The motivation and the ability create tension for change, (ii) the compatibility, innovation 

and system (iii) and the observability or the assessment of the implications of the adoption of 

innovation. Organizations feel pressured by change. From a competitive perspective, if the 

organization's current circumstance is unsustainable, then there will be a strong motivation to 

adopt innovation to effect changes that may work, even if that entails a higher level of risk. 

Innovations that are consistent with the organization's established system19 require fewer 

incremental changes. Implementing such innovations will be embraced easily, Gustafson et. al 

(2003). The external environment – industry peers, the communities where they operate or the 

wider economy – too exert pressures, Delmas and Toffel (2008) impacting their competitive 

positioning, differentiation and overall reputation and standing. When the prospect of 

innovation is disseminated through the organization's environment, the likelihood of adoption 

increases, Meyer and Goes (1988). Further, innovations that are strategically and intentionally 

spread, incorporated by corporate mandate or directive, also tend to diffuse fast. As Lall (2017) 

suggest, an economic rationalisation also provides an accelerated path to the diffusion of 

innovation and related practices. 

 

19 The ‘system’ here can also be extended or analysed as elements of McKinsey 7S framework such as Systems, 
Structure, Style, Skills. For McKinsey 7S framework, refer Channon and Caldart (2015) 
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Rather than necessarily or entirely rationalising their internal strategy, judgements, principles, 

practices, configurations etc. organizations often refer their peers for cues of acceptable 

organisational behaviour. Powell and DiMaggio (1991) in their definition of 'new 

institutionalism' rejected the rational-actor models given in classical Economics. As an 

alternative, the propounded theory seeks cognitive and cultural explanations of organizational 

phenomena. The ‘New Institutional Theory’ emphasises that a key insight of a field’s practices 

and field-related cognitive schemata is imitation, which enables better adaptation to a particular 

field’ specificities, Sieweke (2014). In the case of the microfinance sector, this came through 

informal networks or industry associations (e.g. Sa-Dhan, MFIN), service providers, financiers 

such as banks or impact investors. According to Scott (2013), New Institutional Theory is a 

“widely accepted theoretical posture that emphasizes rational myths, isomorphism, and 

legitimacy.” Institutional theory delves into the deeply resilient aspects of social structure. Scott 

(2004) submits that institutional theory involves getting engaged in the processes by which 

structures, rules, norms etc. become imposing guidelines for acceptable and expected social 

behaviour. 

It has long since been established that NGOs and other social objective organizations are 

vulnerable to isomorphic pressures, DiPiaggio and Powell (1991). It is evident that the 

microfinance sector in India has given a widespread sectoral transformation from the non-profit 

(NGO) legal structure to profit-oriented NBFCs in the 2000s. To survive, organisations need 

to conform to prevalent rules and belief systems, DiMaggio and Powell (1983); Meyer and 

Rowan (1977), Scott (1995, 2013). Institutional isomorphism, structural and procedural, earn 

the organisation legitimacy, Dacin (1997), Deephouse (1996), Suchman (1995b). However, the 

literature does not shed light on other aspects of strategic decision-making such as business 

model, response to trade-offs, governance, and social impact. 

2.16. Summary of the Literature Review 

Since the financial crisis, the discourse on alternatives to capitalism has garnered increasing 

interest and recognition. The unidimensional approach to shareholders and profit-maximisation 

commonly referred to as the ‘Friedman doctrine’ is being challenged by an emergent doctrine 

that business and investments should serve all stakeholders, including the environment and the 

assimilation of all common interests into the business model. Broadly, this has been called 

‘social finance’ or ‘ethical capitalism’, which looks to transform the investment paradigm, 
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which includes social and environmental impact. This alternative paradigm has gained further 

strength from the universal acceptance of the SDGs with the responsibility of development 

resting with governments and of business. Impact investing is a sub-segment of such social 

finance.  

The defining characteristic of impact investing is ‘intention’. Since impact investing and their 

investees or “social enterprises” have privileges in certain contexts. For instance, in the case of 

India, and MFIs as social enterprises, the public policy engagement is such that banks prioritise 

financing MFIs within the priority sector lending. Similarly, some funds derive benefits from 

investors that would not be available, had they not been impact investments. Thus, there are 

reasons to position enterprises as social enterprises and investments as impact investments. A 

positive assessment of impact can be post-facto ‘retro-fitted’, which renders questions about 

the legitimacy of such impact. The intention was not to make a priori social impact. Therefore, 

the crux of impact investing is intention. This is rightly identified as a critical sine qua non-

aspect of impact investing. The issue is further compounded by the non-standardised 

definitions of impact. As Watson and Whitley (2017) point out decomposing value creation in 

impact investing is difficult and not definitive. One key hurdle e.g. as discussed by Mulgan 

(2010) is the measurement of social impact; in the absence of a universally accepted definition, 

the difficulty to quantify and measure what is social impact becomes more intractable. This 

presents difficulty to put social impact as the third axes for theorising impact investing. Thus, 

it is practically difficult to differentiate impact investment from any other investment. The key 

differentiator is intention. One key aspect of the intention is the attitude of investors as well as 

enterprises towards social impact. The attitude towards social impact, as a behaviour, can be 

ascertained by ‘willingness to pay’ for it. One measure is the willingness to sacrifice such RAR 

or higher social impact. To address this question, the intention of social enterprises, identified 

as MFIs for this research, become a cognate area of enquiry.  

Yet another area of complication is that social impact does depend on the institution that 

provides it. For instance, the social impact may be an ‘add-on’ to a ‘finance-first’ business is 

very different to an NGO whose primary objective is the social impact ‘impact-first’. But it is 

not the legal structure that determines the behaviour of MFIs. Behaviour is exhibited by a 

choice of the business model and the relative importance to good governance. In general, 

investors control and influence both the governance and business model agenda in a significant 

way. However, in the specific instance of MFIs, the influence of investors is not studied and 

not known. If there is a way to know the influence and control of investors in the strategic 
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agenda, then the behaviour of MFIs and the intention of MFIs can be attributed to investors. 

Once the intention of investors is ascertained whether the investors qualify as impact investors 

or not is ascertained.  

Fishbein and Ajzen (2010), The Reasoned-Action Approach (RAA) is an integrative 

framework for understanding, predicting and changing behaviour. The predictive power of 

RAA comes from the approach itself. The RAA states that attitudes towards the behaviour, 

perceived norms, and perceived behavioural control determine people's intentions, while 

people's intentions predict their behaviours. Thus, the centrality or vitality of social impact can 

be ascertained by mapping the behaviour and perceived behaviour control, social norms and 

efficacy. Therefore, a viewpoint about the intention can be obtained and deduced. 
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Chapter 3: Methodology 

3.1. Introduction to the Methodology 

The study is aligned to a post-positivist paradigm. This study takes a socio-psychological 

approach to the assessment on intention and behaviour in impact investing by using the 

Reasoned Action Approach (RAA)20 as given in Fishbein and Ajzen (2010). McKemey and 

Sakyi-Dawson (2000) suggest that RAA is most suitable for determining the intention of 

complex decision-making such as economic and moral judgements and, therefore, given the 

research objective the RAA is suitable. 

The RAA states that an actual behaviour or ‘action’, here the adoption of social impact, is 

driven directly by behavioural intentions. Impact investing is not one action, but a behaviour 

category comprising, in turn, broad behavioural practices, each of which is treated as a 

‘behaviour’. Post the pilot, four relevant behaviours were identified to understand the adoption 

of impact investing in India viz., Corporate Governance (CG), Business Behaviour (BB), 

Human Rights at the workplace (HR) and CI (Community Involvement). Thus, by deploying 

the RAA, the first sub-objective i.e. ‘To establish whether impact investors had the intention 

of making an impact’ given in Section 1.2 was achieved.  

The AHP is used to get a prioritisation of the four social impacts listed above and compares 

with three financial impact behaviours viz., net profit margin, asset turns and leverage. By 

deploying the AHP questionnaire to the respondents, the fourth and fifth sub-objectives viz., 

‘To establish if strategic decisions show that there are trade-offs between social impact and 

financial return’ and ‘To determine the priorities of investors within the specific elements that 

contribute to social impact and financial return’ given in Section 1.2 were achieved.  

Expert interviews were conducted (67) of four stakeholders that influence the investees, 

through investments or the investment process, albeit to different degrees. The stakeholders 

 

20 As discussed, in Section 2.14, the RAA is an evolution of the Theory of Planned Behaviour (TPB) also 
propounded by Fishbein and Ajzen. TPB, in turn, was developed from the Theory of Reasoned Action (TRA), 
Fishbein and Ajzen (1975). 
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listed are: Asset owners, venture capital asset managers, service providers and banks. Donors 

and MFIs themselves form part of the out of sample frame for validation.  

An online questionnaire was shared in advance and upon receipt of response, a follow-up semi-

structured and clarificatory 1-hour video interview was conducted. The follow-up interviews 

addressed the second and third sub-objectives viz., ‘To establish whether investors required 

that impact to be measured, monitored, and reported by MFIs’ and ‘To establish if investors 

did and could ensure that MFIs in their portfolio created impact and ascertain the extent to 

which not achieving impact had an implication for the portfolio relationship’. 

 

 

3.2. Research Paradigm 

The research paradigm used is post-positivism. As with positivism, there is a proclivity in the 

research towards quantification. Bergman (2016) defines post-positivism to pursue objectivity 

(positivism) and includes the belief system of the researcher to eliminate bias. The researcher 

has rich experience of making impact investments in microfinance, therefore, the researcher 

has preconceived notions on the research topic. Further, the researcher will need to infer and 

Intention
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behaviour

Normative Beliefs
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descriptive)
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Control
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Figure 3.1: Reasoned Action Approach Logical Schema 
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interpret responses from the respondents' judgements. Consistent with post-positivism, given 

in Robson (2002), the researcher will pursue objectivity by recognizing the influence and biases 

of the researcher. Post-positivism balances positivism with the interpretivist approach. Thus, 

post-positivism is compatible with RAA, Miller (2017) and AHP, Saaty (2016). 

3.3. Research Design 

An overview of the methodology is given in the following flowchart: 

 

Conducting expert interviews as a credible technique of qualitative research in political and 

social research has been widely discussed and been developed since the early 1990s, Van 

Audenhove and Donders (2019). Following up the administration of a semi-structured online 

questionnaire, one-on-one expert interviews were conducted (video) with the SDM as 

respondents to address the research questions. The expert interviews were based on a high-

level topical guide. The focus was on the experience and knowledge of the respondent on 

impact investing in microfinance in India. The ensuing debate amongst social scientists on 

various criteria for what constitutes expertise, being reckoned as an expert, or further the 

parameters of being judged as a good expert, Gläser and Laudel (2009) is acknowledged.  

Figure 3.2: Flowchart of the overall methodology 
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The definitions of measures of social impact are adopted, not adapted, from Liern et al (2017). 

In their study of combing the measurement of ‘Social Responsibility’ of investments for SRI, 

Liern et al (2017) use a ‘Multicriteria Approach’. In that, their paper provides proximity to 

the chosen research question and are referred to for adapting the approach. While SRI has 

the privilege of having publicly available data, as discussed in Section 2.2, the space of 

impact investing being private equity funds, as discussed in Section 2.3, does not have that 

benefit. Liern et al (2017) refer to several independent agencies for accessing credible 

information on ESG performance. 

After evaluation of several alternatives, as a case in point for their research, Liern et al (2017) 

uses Vigeo, an established expert in the assessment of corporate practices and performance 

on ESG. Vigeo developed the Equitics model, which assesses companies’ consideration of 

social responsibility as objectives in their investment strategy. Vigeo scores in six 

dimensions, which are commonly used by several rating agencies: They are (i) Human 

Rights; (ii) Human Resources; (iii) Environment; (iv) Business Behaviour; (v) Corporate 

Governance and (vi) Community Involvement. A description of these dimensions is 

presented in Appendix A. Without prejudice, it can be stated that the six ESG dimensions of 

Vigeo are comparable to the other rating agencies21 listed by Liern et al (2017), and 

furthermore, these dimensions are good for all social finance measurement. Therefore, the 

six dimensions of ESG as ‘social impact’ are adopted for the pilot phase. 

3.4. The Pilot Study 

Teijlingen and Hundley (2010) suggest that pilot studies are a measure of feasibility and are an 

important element of good study design. In the pilot phase, a questionnaire was administered 

to four randomly selected respondents from the sampling frame. Feedback was also taken from 

two MFI promoters (judgmental sampling) to get a well-rounded perspective.  

 

21 MSCI ESG database (http://www.msci.com), Ethibel (http://forumethibel.org), Oekom Research, Sustainable 

Asset Management or EIRIS (http://www.eiris.org). 
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The results of the pilot do not feature in the results of the final study and the four respondents 

and two MFI promoters are also excluded from the main study and validation study. The pilot 

study is used only to refine and ensure the feasibility of the main study. 

The Pilot Study provided the following useful insights for making suitable changes: 

i. While the respondents found the study very relevant to the sector, the time investment 

and the length (given, complexity) of the questionnaires was longer than would be 

within the comfort of senior management (SDM). Therefore, in the interest of relevance 

and necessity, the total of 10 factors was brought down to 7.  

ii. In that, ‘Environment’ is subsumed in ‘Community Involvement’ and (ii) Human 

Resources is merged with Human Rights. This is consistent with the primary definition 

of the business of microfinance. 

iii. Instead of taking financial impact in terms of risks, an interesting insight that emerged 

from the interviews was that explicitly or intuitively investors do look at the DuPont 

formula; and, therefore, provides a better perspective on the financial return analysis.  

iv. The RAA questionnaire given in Appendix C and Table D2: Matrix of Judgements in 

Appendix D along with the indicative definitions Appendix A be shared a priori with 

the respondents. This would make the time for the discussion more productive and 

insightful.  

v. It is acknowledged from the literature review that the 7-point scale is optimum, yet it 

emerged from the Pilot study to review the 5-point scale to a 9-point scale. This 

feedback emerged from the consistency that was needed to administer along with the 

9-point scale of the accompanying AHP. The 9-point scale for the RAA did not create 

any perceivable issue or confusion in the respondents.  

The pilot study had the semantic-differential, bi-polar interval Likert scale with inputs ranging 

from ‘very good’ or ‘very strong’ {+2}, ‘good’ or ‘strong ‘{+1}, ‘bad’ or ‘weak’ {-1}, ‘very 

bad’ or ‘very weak’ {-2}and includes {0}22. The main study expanded to a 9-point scale with 

 

22 The neutral mid-point (0) may indicate “no opinion,” “don't care,” “unsure,” “neutral,” “equal/both,” and 
“neither.” Nadler et al (2015), Moors (2008) 
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a linear transformation: {1},{2},{3},{4},{5},{6},{7},{8},{9}. Accordingly, the questionnaire 

administered for the main study was modified. 

The AHP was the second part of the questionnaire administered. The objective was to compare 

and sequence the relative importance of the constituent elements of social impact and financial 

impact, as perceived by the respondents. The AHP structures the problem as a hierarchy of 

simpler constituent elements and makes a pairwise, forced-choice analysis prioritising and 

aggregating the rating to arrive at the final scores (weightage) of the complex decision. There 

was no change necessary while administering the pilot for the AHP. 

Therefore, to summarise, the following were the changes to the research design pre and post 

pilot phase. 

 
Table 3.1: Adjustments from the Pilot phase 

 Pre-Pilot phase Post Pilot phase 

1 Corporate Governance, Business 
Behaviour, Human Resources, Human 
Rights, Environment and Community 
Involvement  

Corporate Governance, Business 
Behaviour, Human Resources, Community 
Involvement 

2 Responses were marked from ‘very good’ 
or ‘very strong’ {+2}, ‘good’ or ‘strong 
‘{+1}, ‘bad’ or ‘weak’ {-1}, ‘very bad’ or 
‘very weak’ {-2}and includes {0}’ 

Responses were marked in the range 
starting with {1} to indicate ‘very bad’ or 
‘very weak’ and had choices 
{1},{2},{3},{4},{5},{6},{7},{8},{9} to 
{9} as ‘very good’ or ‘very strong’ with 
{5} as the middle-choice. 

3 ‘Financial Impact’ was characterised as 
risk and a trade-off between various 
aspects of Risk: Credit risk, Operational 
risk and Reputational risk 

‘Financial Impact’ were categorised as Net 
Profit Margin, Leverage and Asset Turns 
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3.5. Sampling Frame and Respondent Selection 

The Global Impact Investing Network (GIIN) categorises members23 that form into mutually 

exclusive, collectively exhaustive segments viz., (a) asset owners (b) asset managers and (c) 

service providers. The contact details are freely and publicly available on the internet. Since 

stratified sampling has been recognised as having high statistical precision, e.g., Yanagawa 

(1975), Jensen (1991)), stratified random sampling was conducted. The final subjects are 

randomly selected proportionally from different strata. Särndal Swensson and Wretman (2003) 

outline that the ideal characteristics of strata are that the data is partitioned into mutually 

exclusive and collectively exhaustive segments, the data should be complete and without gaps. 

In that the GIIN data is suitable; however, this data is not, and cannot be, easily filtered to 

investors interested in investments in India. 

Similarly, the sampling frame is categorised as under (i) donors (ii) impact investment 

managers – General Partners of venture capital funds that include dedicated Microfinance 

Investment Vehicles (MIV) (iii) Asset owners, LPs or Fund of Funds (FoF) (iv) service 

providers (v) Scheduled Commercial Banks (SCB), as listed by RBI as lending institutions. 

 

23 https://thegiin.org/current-members accessed November 02, 2019 
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The sampling frame and the stratified sample size is as below: 

 

 

Included Sampling 
Frame 

Min. 
sample 

Actual 
sample nos. 

Actual 
sample (%) 

Investment managers 54 19 19 28% 

Asset Owners  45 16 19 28% 

Service Providers 25 9 14 21% 

Banks24, 25 42 15 15 22% 

Total 166 59 67 100% 

 

A Strategic Decision Maker (SDM), an expert, was randomly selected per member organisation 

without repetition. Respondents are not necessarily based in India, implying domicile or their 

affiliated organisation is not necessarily registered in India. However, they need to have an 

‘active’ interest in investments in the microfinance sector in India, which is evidenced by 

having at least 1 investment in an Indian MFI in the 2010-2016 period. 

Since (i) the RAA and AHP are not hypothesis-based and (ii) the sample size is small, therefore, 

the power of the tests is not significantly adversely affected by taking the confidence level at 

95% and a confidence interval at 10%. This gives an ideal sample size of 59. Conservatively 

assuming a dropout of one-third, about 100 respondents were contacted. While 83 respondents 

agreed to participate, with dropouts, 67 participant respondents are recorded in the main study. 

For identifying donors who supported microfinance in the formative years, the MIXMarket 

funders’ database (last release 2010) was filtered to microfinance in India.  

 

24Source: rbidocs.rbi.org.in/rdocs/content/pdfs/08BANKLISH08102018_A1.pdf. The latest classification of 
banks and their links are also referred to in https://www.rbi.org.in/scripts/banklinks.aspx 

25 Composition of strata excluded by design are Local Area Banks (LAB), Payment Banks, as defined by RBI, 
Regional Rural Banks (RRBs), Foreign Banks, as defined by RBI. A working assumption is that they are either 
not liable for PSL targets or may not have had interactions with impact investors. Small Finance Bank (SFB) were 
also excluded as they are predominantly MFIs that were given banking license. 

Table 3.2: Sampling for the Study 
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For identifying the investors in the microfinance sector in India up to 2016, the data was 

extracted from multiple sources and duplication was removed. The sources included Indian 

Venture Capital Association (IVCA) member list and their deals; Venture Capital Edge, a 

publication that is the only comprehensive research platform for private investments and using 

their deals database a list of all investment deals along with their investors is extracted; IIC26 

members list; and, the investors in MFIN as listed on the website of each MFIN member. 

The list of service providers was also compiled from multiple sources viz., Sa-Dhan, the other 

national level microfinance association; GIIN’s service providers list, which is filtered to 

organisations active in India; and IIC member list, which already is India focussed and filtered 

to service providers. 

The contact details of all respondents in the sampling frame are available freely and publicly. 

3.6. Data Collection, Analysis and Interpretation Framework 

The entire data was collected in two steps: The first step was to administer a detailed 

questionnaire; The second step was to conduct expert personal interviews.  

For the questionnaire, an online survey was used. Based on the experience of the Pilot Study, 

the definitions that are given in Appendix A, the RAA Questionnaire which is given in 

Appendix C, and the AHP Questionnaire which is given in Appendix D, were shared with the 

respondents ahead of the interviews. 

For all data collection and interviews, an audio/video conference facility is used. However, no 

audio or video recording was done. During interviews, copious handwritten notes were taken 

for the explanatory and qualitative aspects discussed. Interpretation is afforded because of the 

post-positivist paradigm. Adjustments needed to be made to the AHP responses for consistency 

according to the method. These changes were discussed and made after consent from the 

respondents. Where respondents felt strongly, the inconsistency (within a tolerance of 10% of 

the direction) was accepted. 

 

26 IIC is the only membership-based association of impact investors in India (http://iiic.in/impact-investors/) 
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The first step was to identify behaviour(s) that need to be studied27. According to RAA, the 

behaviour is observable and comprises four elements viz., the action, the directed target, the 

context, and the time. The second step was to identify referents vis-à-vis these behaviour(s). A 

person in the respondents’ social environment that influences norms is defined as a referent. 

The third step was to look into the aspect of ‘intention’, which is measured from responses to 

questions like, “How strongly did you intend to…?” 

According to the RAA, an attitude has two measures: One, the emotive response (also called 

‘affective’) and two, the calculated or reasoned response (also called ‘evaluative’). The emotive 

measure is elicited from the response to, “How would it be to …?” The reasoned attitude 

measure, calculated as the sum of the product of belief strength and value attributed to each 

outcome28, expressed as: 

A= $ bi*ej 

where,  

A = calculated attitude, 

bi = strength of agreement with outcome statement i, 

ej = the value attributed to outcome i 

 

The strength of belief (b) is solicited by asking, “To what extent do you agree or disagree 

with…?” The attributed value (e) is obtained by the respondents’ evaluation of the outcome, 

“How important is the issue of impact to you?” (b*e) gives the attitude measure.  

The relative contributions of attitudes (A), perceived norms (PN) and perceived behavioural 

control (PBC), social norms in the prediction of intentions (I) to engage in social impact 

practice j were tested with the regression model: Ij=α+β1Aj+β2SNj+β3PBCj+ β4SEεj. The 

adoption, or actual behaviour (B) with respect to social impact practices j were  examined with 

the following regression models: Bj=β1Ij+εj ; and Bj=β1Aj+β2SNj+β3PBCj+ β4SE+εj  

 

27 Behaviour is action. Behaviour is distinct from its impact, which is an outcome of the behaviour.  

28 Salient outcome beliefs are what the respondent expects to happen by exhibiting a particular behaviour. 
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The regression tables are given in Appendix E.  

Calabrese et al. (2019) find that MCDA methods are appropriate for analysing problems that 

involve complex decision making and trade-offs like those that combine social and economic 

indicators. Bhushan and Rai (2007) recommend AHP for resolving problems that have different 

viewpoints and need judgements. Saaty (2016), Brunelli (2014) suggest AHP is a leading 

technique29 suitable for MCDA. The AHP analyses the problem into a hierarchy of simpler, 

tractable subproblems, which are subjectively evaluated. The technique can be used to combine 

financial criteria such as profitability and risks with non-financial criteria such as ethics as 

given in Ballestero et al. (2015). The AHP has been used in evaluating Corporate Social 

Responsibility (CSR) and social and environmental risk management, García-Melón et al. 

(2016), Shanmugam et al. (2015), Staňková (2014), Menichini, and Rosati (2014).  

The subjective evaluations are ranked as alternatives on a numerical scale.  

The measures of social impact are adopted from Liern et al (2017): (i) corporate governance, 

(ii) business behaviour, (iii) environment, (iv) human resources, (v) human rights, (vi) 

community involvement. However, as a result of the Pilot Study (see below) the two factors 

were adapted such that (i) Environment is subsumed in Community Involvement and (ii) 

Human Resources is merged with Human Rights.  

For the factors of financial returns, the DuPont analysis was referred to. The DuPont is a 

financial analysis and planning tool that has been widely used by financial analysts, lenders 

and even academic researchers as ratio analysis that provides insight into the factors that drive 

RoE using elementary accounting relationships e.g., Firer (1997) but has also been used for 

nuanced relationships with modified definitions, for example, Liesz and Maranville (2008) who 

demonstrate the utility for Small and Medium Enterprises (SMEs).  

Since the 1970s, as the maxim “maximizing the shareholders’ returns” gained prominence, the 

role of financial accounting and the generally accepted goal of financial management was 

 

29 Wallenius et al. (2008) reviewed 15 years of publications in all areas of MCDA and found that the use of the 
AHP technique far outnumbers any other.  
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coherently adopted return on equity, Gitman (2000). Thus, the bottom- line ratio is the RoE 

i.e., net income to common equity Brigham and Houston (2001). 

The DuPont technique decomposes the different drivers of RoE, and centres three key metrics 

of financial performance viz., operating efficiency, asset use efficiency and financial leverage. 

The operating efficiency of a firm is the net profit margin. The asset use efficiency is measured 

by the asset turnover ratio i.e., the Turnover / Assets. (iii) Leverage is measured by the equity 

multiplier, which is average assets divided by average equity, Lee and Lee (2013).  

The AHP process involves decomposing the questions into a hierarchy of goals, criteria and 

alternatives. The responses corresponding to the hierarchical structure are pairwise compared 

to assess the relative importance of each of the 10 factors and organised into a square matrix. 

Following matrix algebra, the principal eigenvalue and the corresponding normalised 

eigenvector provides the relative importance of the comparing criteria. Thus, the trade-off 

between impact and financial returns can be obtained.  

3.7. Ethics 

Participants were not compensated for their time or any costs they incur. At all times, 

professional behaviour was observed. The respondents were given a brief introduction to the 

study, the importance of their participation and assurance of anonymity and confidentiality. 

Respondents were given 10 days to respond to the invitation. When necessary polite electronic 

reminders were sent. Voluntary participation was confirmed before the interviews.   

Several organizations have policies and contracts on confidentiality, non-disclosure, and 

external communication. To mitigate these risks and to keep the research authentic, data from 

individual interviews will remain classified. Information obtained is not and may not be 

attributed to individuals or organizations' views. The findings are reported after aggregation as 

a cohort or at the grouping level so that individuals’ opinions and responses are not identifiable. 

No significant intractable barriers were encountered for the completion of the research.  

While conducting the AHP, the numbers had to be recast since the inconsistencies in responses 

showed up in the model and in most cases, it was resolved. In a few cases, respondents chose 

to continue to keep the same responses. In these cases, the consistency was lower but they were 

kept and respected as expert judgements. Upon analyses, it was not intractable and did not pose 

any material problem for drawing conclusions. 
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3.8. Barriers 

The following barriers are acknowledged for the benefit of future researchers. In such and 

similar studies, the return rates and willingness to participate in the study may be low. The final 

return rate was higher (83%) than expected (67%). Further, in many cases, the non-

responsiveness of the respondents even after the acceptance of participation or delegation to 

non-decision makers can lead to a distortion in the sampling strategy. This risk was mitigated 

due to a strong network and existing relationships of the researcher with the SDMs of the 

impact investing community (significantly, GIIN, IIC, Sa-Dhan members). Sound judgement 

of the researcher was needed when concluding since the research deals with responses and 

analysis of complex, inter-dependent issues. It is acknowledged that this is consistent with the 

post-positivist paradigm. 

3.9. Validation Study 

Triangulation, as a research strategy, is used to cross-validate the research findings, presented 

in Chapter 7, by testing the congruence of information from alternative sources. The current 

research adopts two kinds of triangulation. The first is data source triangulation: In-depth, out-

of-sample, qualitative interviews are administered to eight MFIs and five Donors. Together 

they complete the impact investing related space. It may be recalled from the Literature Review 

Section 2.3 that donors had already written off (from an accounting perspective) the grants 

given to NGO MFIs. Therefore, there was no residual fiduciary responsibility in MFIs in India 

considering the period 2010-‘16. Two of the 8 MFIs received the banking license as a “small-

finance bank” from RBI in April 2014, and one in 2017. Two of the eight MFIs were acquired 

by Scheduled Commercial Banks but still had autonomy as wholly-owned subsidiaries.   

Method triangulation is the second technique applied for validating the findings. Borrowing 

the coding technique as given in Saldaña (2021), for analysing the in-depth interviews, coding 

of the interview transcripts is deployed. Each MFI interview is for about 90 minutes; while, the 

donor interviews were conducted for about 60 minutes. However, since the objective of the 

coding is only to provide face validity and extract the themes relevant to the research questions 

rather than develop a theory, applying rigorous coding techniques to arrive at the theory was 

not deemed necessary. No sentimental analysis was done and only the textual content of the 

interview was analysed, which was sufficient, for encoding and decoding to extract the relevant 

themes.   
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Chapter 4: Findings and Data Analyses – Thematic Considerations 

4.1. Introduction to Findings and Data Analyses 

The findings and the data analyses are split into two chapters: Chapter 4 deals with findings 

and analysis on thematic topics of interest; whereas Chapter 5 deals with the data and analysis 

of response stratum-wise. Emerging cross-cutting themes are pertinent to be discussed as a 

separate Chapter as it constitutes ‘findings and discussion’ of the impact investing in India. 

This is discussed in the ensuing sections of this chapter. 

Section 4.2 provides the credibility of the respondents to be well-equipped to respond to the 

study. Section 4.3 provides a further discussion on the influencers of decision making relevant 

to ‘impact investments in microfinance’. Section 4.3 discusses if there was sectoral feedback 

from stakeholders that would allow credible generalisability of the findings. Since the research 

design had stratified sampling (Refer Section 3.5), each stratum had to be homogenous in 

structure or function. However, the responses of experts need not have necessarily converged. 

The research finds that there is a general consensus of each stratum on their responses that 

articulates their intention, perceived role, behaviour and perceived control. Based on the data, 

Section 4.3 discusses the important question of whether the RAA was a good theoretical 

approach by assessing the relationship between behaviour, intent and the relative importance 

of the RAA constructs – attitude, social norms and perceived behavioural control. Section 4.4-

4.7 discuss each of the RAA constructs - Attitudes, Social Norms, Perceived Behavioural 

Control (PBC) and Self-Efficacy respectively. Section 4.8 discusses and delves into an 

assessment based on the feedback of what constitutes social impact and its role in competitive 

strategy.  

4.2. Social Impact and Adoption of Innovation 

The history of impact investing as the blending of social impact and the financial return was 

discussed in the literature review Section 2.2. As discussed, in Section 2.15 Rogers (1962) 

theory of the adoption of innovation conceptualised categories as: Innovators, early adopters, 

early majority, late majority, and laggards. Innovators are prepared to take risks. Their higher 

risk tolerance allows them to have a different set of values than the ‘business as usual’ market. 

They adopt different practices fully cognizant that they may fail to explore unchartered 
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territory. Laggards on the other end of the spectrum have an aversion to change, lower risk 

tolerance and are slow to adopt best practices. 

Thus, in assessing the best practices of social impact, it is not sufficient to just look at random 

sampling but also disaggregate the respondents into being early movers or late entrants.  

 

As can be seen from Figure 6.1, of the 67 total respondents, 42 (63%) respondents were active 

before 2010, and are ‘innovators and early adopters’ in the impact investing in India. This 

coincides with the pre-regulation phase of microfinance in India. Given that the impact 

investing space in India started in 2001, the respondent profile is well-balanced: 65 (97%) 

respondents were active in the 2010-’16 period. 55 (82%) respondents were in strategic 

decision making in the 2010-’16 period, while some acquired the responsibility (either by 

promotion or by job change) in the period. 

Notwithstanding the contributions of the innovators and early adopters in the development of 

the practice of impact investing in India, the literature review and research revealed that the 

impact investing (social) system, including and especially impact investors, still lack a formal 

and commonly accepted framework within which the intention of social impact can be 

enshrined. 
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It is evident that the selected respondents were well-equipped and entitled to present their 

opinion about the research question, which lends validity to the research. 

 

 

As discussed in Chapter 3, the methodology Section 3.5, the sampling frame for donors was 

such that they had to have experience in impact investing. As outlined in Section 2.7 earlier, 

the transition to for-profit NBFCs in the 2000s meant that donors had only residual fiduciary 

responsibility but were still interested in the events and the status of the microfinance sector in 

India. As outlined in Chapter 1 earlier, banks’ interest in microfinance came from the PSL 

targets set by RBI that mandated to be channelled as funds to microfinance for microfinance 

organisations for on-lending. These loans were initially given to NGOs which had helped 

microfinance to grow but in the 2000s there was a strong preference for NBFC MFIs, Ghate 

(2008), Srinivasan (2010).  

54/72 (75%) respondents, including 5 donors, give credit for the impact investing ‘market 

building’ to the venture capital GPs. GPs paved the way for service providers to provide the 

linkage to VCs as one of the services. Banks also acknowledged the role of VCPE since could 

also on-lend by having a better CAR and debt-equity ratio. Similarly, LPs mentioned that the 

GP played a significant role in investor education about both impact investing and 

microfinance. GPs also reflected that their (own) contribution was seminal. 
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4.3. Consensus 

The findings exhibit that there is a high degree of alignment on the intention of impact 

investment, social and financial aspects which depends on the strata to which they belong. Each 

stratum provided a perspective of the microfinance sector on various aspects of social impact 

– Corporate Governance, Business Behaviour, Human Right and Community Involvement - 

with remarkable consensus on what is important, how much is it important and their importance 

relative to one another as measured using Shannon Alpha and Beta entropy. There was a high 

consensus among the respondents (experts), showing a tendency to converge towards an 

‘average’ norm. The low F-value in the Analysis of Variance (ANOVA) for different strata and 

the responses on the relationship between (i) Behaviour-Intention, (ii) Intention and the RAA 

constructs show remarkable consensus. The averages obtained in RAA is thus a reliable 

measure of central tendency since statistical dispersion is limited. This corroborates favourably 

with the theory of institutional isomorphism, discussed in Section 2.15, and explains the 

homogeneity of organizational behaviour, intention and values in the social system.  

The AHP consensus indicator quantifies the consensus within the strata and has an assessment 

of the agreement on the priorities between participants. The consensus indicator is as used by 

Jost (2006). It is a measure of homogeneity of choices and priorities between the respondents. 

Conceptually, diversity of opinion is based on Shannon alpha and beta entropy, see Appendix 

D for formulae and related derivation as given by Goepel (2013). This indicator ranges from 

0% to 100%. Jost (2006) classifies consensus to be very low (0-50%), low (50% to 65%), 

moderate (65% to 75%), high (75% to 85%) and very high (85%-100%). By taking the same 

classification, it can be deduced that the consensus is ‘very high’ for the venture capitalists, the 

GP and LPs; and, ‘high’ for banks and service providers.   

Banks 78.82% 

SP 79.31% 

GP 92.94% 

Table 4.1: AHP Consensus of strata 
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LP 87.74% 

  

As discussed in the Literature Review in Section 2.15, DiMaggio and Powell (1983) developed 

a framework that presented the different modes through which isomorphism occurs: Coercive, 

mimetic and normative. MFIs are influenced to differing degrees by key stakeholders listed. 

E.g., banks and service providers show relatively limited Perceived Behavioural Control (PBC) 

compared to Venture Capital Fund Managers. Each cohort (strata) showed a proclivity to 

influence and control the intention, behaviour, and response to the behaviour of the MFIs. MFIs 

in India exhibited mimetic isomorphism, where organizations are influenced or to change by 

external forces such as impact investors and banks as well as normative isomorphism, where 

professional standards or networks, e.g., Sa-Dhan, MFIN, influence change as service 

providers in their restructuring and organizational transformations, Olsen (2017), Mersland et 

al (2013), McDonald (2013), Sarma (2011). The microfinance sector had already undergone 

coercive isomorphism through regulations in 2010. 

On the issue of intention (measured by the RAA) and choices of trade-offs between social 

impact and financial return (measured by the AHP), each responding strata exhibited a high 

degree of isomorphism. There was also a high degree of isomorphism on most aspects within 

the ‘social system’ comprising the actors in ‘impact investments in microfinance in India’.  

The finding corroborates well with the literature review on the behaviour and observations of 

MFIs in India. The findings from this research show that ‘expected’ and ‘acceptable’ behaviour 

from MFIs, especially in terms of trade-offs are difficult decisions and the reference point was 

the perceived behaviour of other MFIs in India.  

4.4. Intention 

Behaviour and intention are discussed in each aspect of response from banks, GPs, LPs, SPs 

The findings validate the strength of the RAA, see Appendix E for the detailed regression 

tables. 

The regression analyses were conducted in Microsoft Excel, which provided the Adjusted R-

square and p-values for each term and tests the null hypothesis that the coefficient is equal to 

zero i.e., no effect.  

Salient findings are listed below: 
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(i) In the behaviour-intention relationship, every Adjusted R-square was high and 

significant. Thus, from the correlation, combined with RAA and the theoretical 

framework, it is deduced that there is a strong likelihood of causality of intention 

and behaviour. The relationship between behaviour and intention of social 

impact was strong and significant, for each social impact behaviour - corporate 

governance, business behaviour, human resource management or community 

involvement for each of the four strata – Banks, General Partners, Limited 

Partners and Service Providers.  

(ii) The relationship between intention and RAA constructs of attitude, social 

norms, perceived control and self-efficacy was generally strong and significant 

in most cases, though not always. Refer Table 4.2.  

(iii) Attitude emerged as the most important RAA construct; attitude was a 

significant variable in each regression. Refer Table 4.2. 

The findings from the research speak to the strength of the RAA and also the successful 

research design and implementation. 

 

  Stakeholder (Strata) 

  GP LP SP Banks 

Be
ha

vi
ou

r 

CG 0.84  

(A, SN, PBC) 

0.93  

(A, SN) 

0.8925  

(A, SN, PBC, SE) 

0.8982  

(A, SN, PBC, SE) 

BB 0.93  

(A, PBC) 

0.91  

(A, SN, PBC) 

0.9055 

 (A, SN, PBC, SE)  

0.8969  

(A, PBC, SE) 

HR 0.90  

(A) 

0.915  

(A, SN, PBC) 

0.9052  

(A, SN, PBC, SE) 

0.8908  

(A, PBC, SE) 

CI 0.84  

(A, SN, PBC) 

0.928 

 (A, PBC) 

0.9070  

(A, SN, PBC, SE) 

0.8785  

(A, SN, PBC, SE) 

 

Table 4.2: Adjusted R-square values of regression of Intention on RAA constructs  
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The regression of intention vs. RAA constructs finds that the Adjusted R-square predicts the 

model. Regression analysis generated the statistical relationship between the predictor 

variables and the response variable. All low p-values (p< 0.05) indicate that the coefficient has 

no effect. Therefore, rejecting the null hypotheses that the predictors with a low p-value are 

(likely to be) relevant and augment the robustness of the model. These are listed in parenthesis 

in Table 4.2. Conversely, a large p-value is insignificant; it suggests that changes in the 

predictor are not related to changes in the response variable. These have been left out from 

Table 4.2.  

As discussed, the RAA outlines the following four predictors to intention: Attitudes (A), 

Subjective Norms (SN), Perceived Behavioural Control (PBC) and Self-Efficacy (SE). In all 

cases, it is observed that Attitude (A) is a significant driver of intention and, therefore, 

behaviour. In most cases, Attitude is accompanied by SN, PBC and SE. 

4.5. Attitudes 

For each stratum of respondents GP, LP, SP, Banks Attitude emerges as an important factor of 

the intention of social impact CG, BB, HR and CI. This is an important finding since attitudes 

are complex and are acquired through extensive experiences. Since, an attitude is an 

individual's predisposed state of mind regarding a ‘value’, where value may be both economic 

value or normative ethics. Since attitudes are formed from previous experiences, it can be 

deduced that the SDM’s prior experience influences their intention to place value on social 

impact vis a vis financial return. According to the RAA theory, the instrumental attitude (or 

economic value or utilitarian function of attitudes) is outcome-oriented, e.g., Wan et al (2017) 

give the example that respondents feel that ‘recycling is good behaviour since it reduces 

landfill’. It may be recalled from Section 2.15 that respondents, who were active before 2010, 

were called ‘innovators and early adopters of impact investing in India. 37 (55%) would be 

classified as innovators and early adopters. 

An interesting finding is that for the innovators and early adopters 30 out of the 37 (more than 

81%) exhibited the experiential attitude (affective attitude) i.e., the emotional reaction towards 

the idea of performing the behaviour i.e., making a social impact, dominated over the 

instrumental attitude (cognitive attitude), which is determined by the outcome or results of 

doing social impact. However, for the late entrants, the respondents were split nearly equally 

on experiential attitude (53%) and instrumental attitude (47%) indicating more outcome-



 

 
120 

oriented, probably a rational and functional outlook as more information and reports of impact 

investing in microfinance became available. 

 

 

 

4.6. Social Norms / Perceived Norm 

The American Psychology Association (APA) Dictionary of Psychology describes social 

norms directed towards a perceived social pressure to a certain behaviour. This perceived 

pressure may be either to engage in or abstain from that behaviour. Perceived social norms are 

further categorised as Injunctive norms and Descriptive norms. Whether implicitly or 

explicitly, these norms prescribe the socially appropriate, “normal” way to behave and respond 

in any given situation. Thus, social norms also proscribe avoidable behaviour. Unlike statistical 

norms, social norms have an evaluative quality, such that those who do not comply and cannot 

provide an acceptable argument for aberration are evaluated unfavourably.  

(i) The APA Dictionary of Psychology describes injunctive (or subjective or 

prescriptive) norms as beliefs about what others think that a member of a social 

group, or broadly the society, should do or not do and facilitate compliance towards 

the standards.  

(ii) The APA Dictionary of Psychology describes descriptive norms as perceptions of 

the behaviour of others in their social circuit. Descriptive norms capture states 

Table 4.3: Attitude and Adoption of Impact Investing 

 

 

Innovators and early 
Adopters Later entrants 

Experiential attitude 30 16 

Instrumental attitude 7 14 

Total 37 30 
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where there is a strong social identity. Descriptive norms describe how people 

typically behave, feel, and think in any given situation. Thus, descriptive norms 

explain how people behave, whereas injunctive norms describe how they are 

expected to behave.  

 

 Innovators and early 
Adopters Later entrants 

Injunctive Norms 3030 15 

Descriptive Norms 7 15 

Total 37 30 

 

There was a consensus that it was a good thing to measure and facilitate social impact; however, 

there was a notion that nobody (else) seems to be doing that (and that was not the race to win!) 

Thus, for the innovators and early adopters, social impact was driven by injunctive norms rather 

than descriptive norms. However, for the later entrants, it was mostly driven by descriptive 

norms. 

4.7. Personal Agency and Perceived Behavioural Control 

Agency alludes to the ability to originate and direct behaviour for specified purposes. In the 

context of this research, it is social impact. Personal Agency is categorised in the RAA as Self-

Efficacy (SE) and Perceived Behavioural Control (PBC).  

Self-efficacy is an individual's belief in effectively performing the tasks or behaviour in 

question thereby confidence and willingness to demonstrate their actual ability. Perceived 

control is an individual's perceived amount of control over behavioural conduct. Control beliefs 

 

30 Of the five respondents, four donors were strong on injunctive norms, one was focused on descriptive norm. 

Table 4.4: Social Norms  
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are an individual's perception of how simple or difficult to conduct a certain behaviour, given 

environmental circumstances. Personal Agency, both SE and PBC, was not found to be relevant 

in the context of whether respondents were innovators, early adopters, or late entrants into 

impact investing.  

While Self-Efficacy (SE) was largely an individual’s construct, the Perceived Behavioural 

Control (PBC) were, understandably, linked to organisational construct as discussed later. For 

instance, banks and service providers would have low PBC in the context of Corporate 

Governance whereas General Partners would have high PBC on Corporate Governance. This 

is detailed in a separate section outlining how different strata behaved and responded to the 

behaviour – intention and to each RAA construct. 

The different strata of respondents have a different perception of control, the ability to 

influence, organisational interests, perspectives of what constitutes mission and mission drift. 

Thus, there are different interest levels of intentions of social impact, managing and monitoring 

corporate governance, business behaviour, HR conduct, community involvement and financial 

return. Various stakeholders together converge to form the ‘microfinance sector in India’. For 

instance, consultants and service providers have very limited control over the business of MFIs 

but exert their influence through their advisory practice. On the other hand, the perceived 

behaviour control that venture capital managers (GPs) have is quite high and they believe that 

they can influence, and even control, the various aspects of the business of their investee MFIs. 

The perception of control maps to established theory. Thus, the practices, the business model 

and behaviour, corporate governance and influenced and controlled to different degrees.  

4.8. ‘What is’ Social Impact: Competitive Strategy and Isomorphism  

The findings indicate that corporate governance, human resources rights at the workplace and 

business behaviour are highly important for the respondents across all strata. Acquiescence 

bias, in which respondents tended to select a positive response; or social-desirability bias, 

where responses tended to answer questions in a manner that was viewed favourably cannot be 

ruled out from the responses. Given that strict confidentiality, non-disclosure was committed a 

priori to the individual respondents, the biases listed above are mitigated. The research provides 

an objective assessment by recognizing the influence of the biases, as is consistent with the 

post-positivist paradigm as given in Section 3.2.  
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There was relative indifference to any aspects of the additional Community Involvement (CI) 

aspect by the venture capital fund managers (GPs). This was for two reasons: (i) The 

community involvement was already there, ipso facto of the roots and origins of microfinance 

and the NGOs, especially those which transitioned to NBFC MFIs, had some ongoing social 

community activities. (ii) CI provided a longer-term stickiness and lower NPAs.  

Further, many venture capital fund managers are Multinational Corporations (MNCs). 

Therefore, they operate in different legal and cultural settings with varying institutional 

environments and expectedly face diverse pressures. Some of those pressures felt by impact 

investors in the host and home institutional environments are testified to exert weights that may 

have fundamentally bearing on the competitive strategy, e.g., Porter (1990) and Human 

Resource Management (HRM) practices e.g., Rosenzweig and Singh (1991). Marquis and 

Tilcsik (2016) show that corporate philanthropic donations are largely driven by isomorphic 

pressures faced on two accounts: Peers in the industry where they operate and peers in their 

host (headquarters outside India). 

Thus, it was as expected - VCPE Fund managers, the GPs, and multinational banks face similar 

institutional pressures from their peers on both fronts: First, in the local landscape where they 

operate and the international host setting. The qualitative interviews confirm that there are 

isomorphic pressures, which were presented positively by respondents as ‘industry standards’, 

applied to CG, BB, HR but in a rather limited way to CI. 

4.9. Integrating Social Impact and Financial Return 

After combining the quantitative questionnaire feedback with the qualitative interviews with 

the venture capital funds, banks and service providers as respondents and validated by 

interviews with donors and MFIs, one insight merits attention. Instead of perceiving social 

impact competing with financial return, the definition of impact investing itself would benefit 

from seeing it as a ‘blend’ of practices (behaviours). Thus, community involvement (CSR and 

charitable) would be at the social impact end of the spectrum and financial returns (PAT 

margin, asset turn or leverage) at the other end of the spectrum. In the middle are business 

behaviour and human resources, which are both ‘blends’ of social impact and financial returns. 

Therefore, social impact when seen as a combination of the behaviour of Corporate 

Governance, Human Resources and Business Model may have a more perceivable impact on 

financial returns. This conceptualisation is drawn in Figure 4.3 below. This corroborates with 
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the literature synthesis: As evident from Section 2.12, good Corporate Governance is not only 

linked to good social impact but also good financial return; similarly, good HR practices 

(Section 2.11) and especially good customer relationship management (Section 2.11) is also 

good business and thereby positively impacts financial returns. 

 

 

  

 

 

4.10. Discussion and Chapter Summary 

Chapter 4 responds to the need to critically assess cross-cutting themes that emerge from the 

data analyses.  

The analyses of the respondents’ profiles revealed that 42 (63%) respondents were active 

before 2010 and are ‘innovators and early adopters’ in impact investing in India. Almost all 

respondents (97%) were actively engaged in the 2010-‘15 period. From the respondent’s 

profile, it is evident that the experts were well-equipped, and indeed ‘experts’ not ignorant 

practitioners. They are entitled to present their opinion about the research question since they 

are at the forefront of practice. Their expertise lends validity to the research. 

The respondents acknowledged the rapid development of the practice of impact investing in 

India. The findings revealed that the impact investing social system, including and especially 

impact investors, still lack a formal and commonly accepted framework within which the 

Figure 4.3: Financial Return and Social Impact 
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intention of social impact can be enshrined. Therefore, implied and explicitly stated, 

respondents, reinforced the importance of this research.  

Most of the respondents 54/72 (75%), including five donors, give credit for the impact 

investing ‘market building’ to the venture capital GPs. And, therefore, it can be deduced that 

they led the innovation around the practice of impact investing. It may be deduced that the 

propensity (and implied responsibility) to innovate on social impact, and the overall agreement 

on various aspects of social impact, which were discussed in Chapter 2, falls on the GPs. This 

is an important finding since the particular strata (GPs), though treated equally for the research, 

is a leader and influencer in the practice of impact investing.  

The findings exhibit that there is a high degree of consensus within each stratum on the 

intention of impact investment, the behaviour of social impact and financial return. The high 

consensus among the respondents (experts), shows a tendency to converge towards an average 

norm. This corroborates well with the theory of institutional isomorphism and explains the 

homogeneity of organizational behaviour, intention and values in the social system. 

An assessment of the suitability and sanctity of the main method chosen – RAA collectively 

form a precursor to the finding of ‘what is’ social impact to the expert respondents. The data 

and findings validate the strength of the RAA: Significant correlation (with p<0.05) is observed 

in most instances between behaviour, intention and the RAA constructs of attitude, social 

norms and perceived control. This creates the setting for drawing rich conclusions about the 

intention of social impact. 

Instead of disaggregating social impact and financial return, the findings provide the basis for 

an integrated reporting31, wherein each of corporate governance, business model and human 

resource management form constituent bases of the ‘standards’ of social impact. Detailed 

metrics of each behaviour and means of verification can be based on a disaggregated list of 

practices and rating methodology. This may facilitate setting up norms for social impact, which 

could be very useful for Governments setting up SSEs and impact-first investors looking for 

more intentional impact with higher risk capital. 

 

31 Integrated reporting compiles key information about an organisational strategy, structure, conduct, performance 

and forecasts such that the commercial, social, and environmental context are all encompassed. For instance, see 

https://www.integratedreporting.org/ 
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Chapter 5 discusses the findings and data analyses based on the strata of sampling selected in 

the research design (Section 3.3).  
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Chapter 5: Findings and Data Analyses – Stakeholders’ Considerations 

5.1. Introduction  

The findings are divided from the perspective of the three most important stakeholders – the 

investment asset managers (GP), the asset-owners (LPs) and the banks. They are supported by 

influences that include service providers (SPs), who are variously referred to as advisors, 

consultants, investment brokers and networks. Together, they directly finance the operations 

of the MFIs and are discussed in Sections 5.2 to 5.5. Each sub-section further disaggregates 

‘behaviour’ in terms of corporate governance, business, human resources and community 

involvement. These are explored and discussed in sub-sections such as 5.2.1-5.2.4.  

Donors have a residual interest in the development of the microfinance sector but do not have 

any fiduciary responsibilities or duties. Giving importance to the opinion of donors, donor as a 

stratum has been used for face validation of the findings from the responses of banks, GPs, 

LPs, and SPs as a comprehensive finding. The Validation section and the responses of donors 

are given in Section 5.6. 

5.2. Banks 

The findings from the interaction with banks reinforce the RAA theory that behaviour has a 

high degree of correlation with Intention. This was found in each of the instances of responses 

of the behaviour on Corporate Governance, Business Behaviour, Human Resource and 

Community Involvement. Though causality cannot be deduced from correlation, the logic of 

the RAA theory suggests that behaviour is triggered by the intention and intention itself is 

driven by Attitude, Social Norms, Perceived Behavioural Control and Self Efficacy.  

5.2.1. Corporate Governance 

The actual behaviour of banks towards corporate governance of MFIs is just about 

neutral (average = 5.21, median 5, Stddev 2.12), indicating that banks are neutral on 

the importance and performance of the Corporate Governance of MFIs, discussed in 

Chapter 3.10 and would not wish to change anything. This is surprising since, as 

Malegam (2011) points out while noting the behaviour of MFIs, the institutionalist 

approach should not preclude corporate governance. In that, the initial objective of PSL 
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to channel ‘good money’ to MFIs for meeting both financial inclusions as well as social 

impact, were either not interpreted similarly or not translated by banks or lost its 

mission along the way. As discussed in the literature review, Woolcock (1999) pointed 

out that with the extension of neoliberal capitalism, failure is unacceptable. This would 

be suitable for banks to manage their (own) risks and NPAs while simultaneously 

meeting their PSL targets. 

 
B I A SN PBC SE 

Average 5.21 3.32 5.47 5.74 3.89 3.93 

Median 5.00 3.00 5.00 6.00 4.00 3.03 

Stddev 2.12 1.89 1.07 2.33 0.74 1.11 

 

As was expected from RAA, a high correlation between behaviour and intention is 

found. Further, a significant correlation was found for Attitude (r=0.75), Perceived 

Behavioural Control (r=0.68) and Self Efficacy (r=0.72) are also observed. While PBC 

reported was found to be consistently low (average = 3.89, median=4; Stddev=0.74) 

among all the respondents indicating that banks likely had little role in Corporate 

Governance and governance structure alluding to the likelihood that banks did not 

perhaps have Board seat or only observer status and likely, not strong influence or 

control on Board decision. While banks did not also think that they had a better 

likelihood or confidence that they would manage corporate governance any better 

(average 3.93, median 3.0; Stddev 1.11) and, therefore, were comfortable with the 

status quo in the period of review. 

  

Table 5.2.1 (a): Descriptive Statistics – Banks & Corporate Governance 
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B I A SN PBC SE 

B 1.00 0.75 0.75 0.19 0.68 0.72 

I - 1.00 0.35 0.08 0.54 0.95 

A - - 1.00 0.43 0.52 0.43 

SN - - - 1.00 0.28 0.15 

PBC - - - - 1.00 0.36 

SE - - - - - 1.00 
 

p-value <0.05 associated with the above Correlation 

 B I A SN PBC SE 

B  Accept* 
(p=0.00) 

Accept 
(p=0.00) 

Reject* 
(p=0.50) 

Accept 
(p=0.01) 

Accept 
(p=0.00) 

I   Reject 
(p=0.20) 

Reject 
(p=0.78) 

Accept 
(p=0.04) 

Accept 
(p=0.00) 

A    Reject 
(p=0.11) 

Accept 
(p<0.05) 

Reject 
(p=0.11) 

SN     Reject 
(p=0.32) 

Reject 
(p=0.59) 

PBC      Reject 
(p=0.19) 

       

 
* Provide support to ‘Accept’ a statistically significant correlation 
where p-value is less than 0.05 (significance level); ‘Reject’ 
otherwise. 

 

It is interesting that while social norms of Corporate Governance are important 

indicating that banks are aware that good Corporate Governance is very important 

(average 5.74, median 6.00; Stddev 2.33), Social Norms (SN) are not important drivers 

of their behaviour (r=0.19, p-value=0.5). 

 

 

 

Table 5.2.1 (b):  Correlation – Banks & Corporate Governance  
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5.2.2. Business Behaviour  

The actual behaviour of banks towards the organisational behaviour of MFIs is low 

(average = 3.11, median 3.00, Stddev 1.24), indicating that banks do not think that they 

would change anything about the behaviour of MFIs, discussed in Section 2.11. 

 
B I A SN PBC SE 

Average 3.11 3.58 7.74 3.21 2.53 4.16 

Median 3.00 3.00 7.00 3.00 2.00 4.00 

Stddev 1.24 1.02 0.93 1.32 1.07 1.30 

 

On average, PBC for Corporate Governance (CG) is (mean =2.53, median=2) reinforcing that 

banks perceive to have a very low or no control on the business behaviour or business model 

of MFIs.   

  B I A SN PBC SE 

B  1.00   0.70   0.75   0.19   0.68   0.72  

I  -     1.00   0.35   0.23   0.56   0.92  

A  -     -     1.00   0.43   0.52   0.43  

SN  -     -     -     1.00   0.28   0.15  

PBC  -     -     -     -     1.00   0.36  

SE  -     -     -     -     -     1.00  

 

  

Table 5.2.2 (a):  Descriptive Statistics – Banks & Business Behaviour 

Table 5.2.2 (b): Correlation – Banks & Business Behaviour 
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p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B   
 Accept 
(p=0.00) 

 Accept 
(p=0.00) 

 Reject 
(p=0.50) 

 Accept 
(p=0.01) 

 Accept 
(p=0.00) 

I   
  Reject 

(p=0.19) 
 Reject 
(p=0.40) 

 Accept 
(p=0.03) 

 Accept 
(p=0.00) 

A   
   Reject 

(p=0.11) 
 Accept 
(p<0.05) 

 Reject 
(p=0.10) 

SN   
    Reject 

(p=0.32) 
 Reject 
(p=0.59) 

PBC   
     Reject 

(p=0.19) 

 

While banks are near neutral or slightly lower confidence on Self-Efficacy (SE) 

reflecting their choice to have an arms-length relationship on the business model. Thus, 

as Chapter 3.11 discusses the role of impact investors and financiers in influencing 

portfolio companies, banks have had a limited intention, engagement, perceived 

control, and confidence that they can do better.  

It is noteworthy that banks have had a high positive Attitude (mean= 7.74, median, 7.0, 

Stddev 1.32) towards impact investing, quite attractive and would, if left to their 

devices, like to see impact measurement, management, and the overall business 

behaviour.  

It emerges from the study that the behaviour (or intention) of banks is not dependent on 

Social Norms (SN). As discussed, in the literature review, this is not surprising and 

matches with the discussion where regulation, primarily the Priority Sector Lending 

norms, has been the driver of the decision to lend to MFIs. Given that there was a 

policy/regulation, it was a 'duty' and targets to be achieved rather than a positive 

intention that drove the engagement of Banks with MFIs. 

5.2.3. Human Resources 

On HR practices, Banks did not seem to have a particularly positive response on 

behaviour (Average 3.79, Median 4.0; Stddev 1.48). Banks did not find that HR 

responses needed more attention and that the behaviour of MFIs was ‘within acceptable 

limits as prescribed by the labour laws of the land and their organisational policies and 

standards.  
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This was reflected in their common low ranking of attitude (Average 2.57, median 2.5; 

Stddev 1.02), perceived behavioural control (Average 2.57, median 3.0; Stddev 0.94) 

and self-efficacy (Average 3.0, Median 2.50; Sttdev 1.30) towards HR practices of 

MFIs indicating that banks would neither do anything differently themselves not 

believed that they had the control to do things differently nor they could do things any 

better if given the choice. 

 B I A SN PBC SE 

Average 3.79 3.21 2.57 5.21 2.57 3.00 

Median 4.00 3.00 2.50 5.00 3.00 2.50 

Stddev 1.48 1.31 1.02 1.42 0.94 1.30 

 

Though RAA construct variables of Attitude (r=0.65, p<0.05), PBC (r=0.71, p<0.05) 

and SE (r=0.76, p<0.05) are significant, Social Norms (r=0.35) is not a significantly 

correlated to behaviour. 

 
B I A SN PBC SE 

B 1.00 0.66 0.65 0.35 0.71 0.76 

I - 1.00 0.13 0.51 0.52 0.90 

A - - 1.00 0.44 0.36 0.35 

SN - - - 1.00 0.13 0.50 

PBC - - - - 1.00 0.38 

SE - - - - - 1.00 

 

 

 

Table 5.2.3 (a): Descriptive Statistics – Banks & Human Resources 

Table 5.2.3 (b): Correlation – Banks & Human Resources 
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p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B 
  Accept 

(p=0.01) 
 Accept 
(p=0.01) 

 Reject 
(p=0.20) 

 Accept 
(p=0.00) 

 Accept 
(p=0.00) 

I    Reject 
(p=0.64)  

 Reject 
(p>0.05)  

 Accept 
(p<0.05) 

 Accept 
(p=0.00)  

A 
    Reject 

(p=0.10) 
 Reject 
(p=0.19) 

 Reject 
(p=0.20)  

SN 
     Reject 

(p=0.64) 
 Reject 
(p=0.06) 

PBC 
      Reject 

(p=0.16) 
	

5.2.4. Community Involvement 

Though the behaviour on the aspect of Community Involvement was felt to be low 

(Average 3.64, Median 4.00, Stddev 1.60), Banks did not feel that they should intend 

to change that which showed in the low intention (Average 1.64, Median 1.50; Stddev 

0.74). 

 
B I A SN PBC SE 

Average 3.64 1.64 2.50 2.86 2.86 3.50 

Median 4.00 1.50 2.50 3.00 3.00 3.00 

Stddev 1.60 0.74 0.76 1.17 0.95 1.22 

 

The response to behaviour was highly correlated to their intention (r=0.85), which in 

turn was significantly correlated to each of the RAA constructs (with p<0.05).  

Behaviour was correlated to Attitude (Average=Median=2.50; r=0.73), Social Norms 

(Average 2.86, Median 3.0; r=0.71), PBC (Average 2.86, Median 3.0; r=0.83) and SE 

(Average 3.50, Median 3.00, r=0.69).  

 

 

Table 5.2.4 (a): Descriptive Statistics – Banks & Community Involvement 
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B I A SN PBC SE 

B 1.00 0.85 0.73 0.71 0.83 0.69 

I - 1.00 0.34 0.56 0.68 0.89 

A - - 1.00 0.52 0.64 0.29 

SN - - - 1.00 0.40 0.32 

PBC - - - - 1.00 0.53 

SE - - - - - 1.00 
 

p-value <0.05 associated with the above Correlation 

 B I A SN PBC SE 

B  
Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

I   
Reject 

(p=0.22) 
Accept 
(p=0.03) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

A    
Accept 
(p<0.05) 

Accept 
(p=0.01) 

Reject 
(p=0.29) 

SN     
Reject 

(p=0.14) 
Reject 

(p=0.24) 

PBC      
Accept 
(p=0.04) 

 

5.2.5. Decision-Making and Trade-offs by Banks 

The findings presented above are consistent with the choices made by banks using AHP 

which put CG at a higher altitude but the emphasis was much more on financial return 

(62.7%) than on various aspects of social impact (37.3%).  

As was discussed in the Literature Review Section 2.12, the relationships between CSR, 

CG and financial performance are complex, Flammer (2015). Banks put Corporate 

Governance at the highest level of important (15%). Interestingly, the qualitative 

interview revealed that banks (11 out of 14 respondents; 1 did not respond) had a 

nuanced differentiation between corporate governance (CG) and Corporate Social 

Table 5.2.4 (b): Correlation – Banks & Community Involvement 
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Responsibility (CSR) and indicated that while ‘CSR was social impact’ but ‘CG’ was 

part of financial performance and, therefore, financial impact. If CG were taken as 

financial impact instead of social impact, then evidently banks emphasise performance 

on the former (77.7%) with the latter less significant (22.3%). 

Criterion Weights Abs Errors (+/-) 

1 CG 15.0% 2.4% 

2 BB 8.6% 1.7% 

3 HR 9.1% 1.1% 

4 CI 4.6% 0.6% 

 

5 PAT 18.9% 1.1% 

6 Asset Turns 21.2% 3.6% 

7 Leverage 22.6% 3.0% 

	

a: 0.1 

Scale: Bal-n 

Consensus: 78.82% 

GCI: 2.9% 

 

5.3. General Partners 

The findings from the responses with venture capital general partners reinforce the RAA theory 

that behaviour has a high degree of correlation with Intention.  

This was found in each of the instances of responses of the behaviour of Corporate Governance, 

Business Behaviour, Human Resource and Community Involvement. Though causality cannot 

be deduced from correlation, the logic of the RAA theory suggests that behaviour is triggered 

Table 5.2.5: Output of AHP of Banks 
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by the intention and intention itself is driven by Attitude, Social Norms, Perceived Behavioural 

Control and Self Efficacy. 

5.3.1. Corporate Governance 

CG was considered as a moderately important social impact behaviour of General 

Partners in investee MFIs (Average 5.53, Median 5.00, Stddev 1.47).  

  B I  A SN PBC SE 

Average 5.53 3.95 2.68 6.95 4.16 4.11 

Median 5.00 4.00 3.00 7.00 4.00 4.00 

Stddev 1.47 1.51 1.45 1.51 1.57 1.63 

  

GP did not have a high intention (average, 3.95, median 4.0; Sttdev 1.47) and that is 

reflected in the behaviour.  GP had a high intention and all RAA constructs viz., 

Attitude, Behaviour, Social Norms and Perceived Behavioural Control and Self 

Efficacy were significantly correlated to behaviour. Following the RAA, this implies 

causality. 

 

 

 

 

 

 

 

  

Table 5.3.1 (a): Descriptive Statistics – General Partners & Corporate Governance 
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  B I A SN PBC SE 

B  1.00   0.92   0.94   0.92   0.95   0.95  

I  -     1.00   0.95   0.84   0.96   0.97  

A  -     -     1.00   0.95   0.95   0.95  

SN  -     -     -     1.00   0.96   0.97  

PBC  -     -     -     -     1.00   0.99  

SE  -     -     -     -     -     1.00  
 

p-value <0.05 associated with the above Correlation 

 B I A SN PBC SE 

B  Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

I   Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

A    Accept 
(p=0.00) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

SN     Accept 
(p=0.00) 

Accept 
(p=0.00) 

PBC      Accept 
(p=0.00) 

 

5.3.2. Business Behaviour 

BB was not considered a particularly important aspect of the interest of General 

Partners in investee MFIs (Average 3.16, Median 3.00, Stddev 1.57). 

 
B I A SN PBC SE 

Average 3.16 4.95 1.84 5.11 6.53 5.32 

Median 3.00 5.00 2.00 5.00 6.00 5.00 

Stddev 1.57 1.87 0.96 0.74 0.84 1.06 

Table 5.3.1 (b): Correlation – General Partners & Corporate Governance 

Table 5.3.2 (a): Descriptive Statistics – General Partners & Business Behaviour 
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  B I A SN PBC SE 

B  1.00   0.87   0.87   0.37   0.60   0.87  

I  -     1.00   0.86   0.37   0.61   0.54  

A  -     -     1.00   0.10   0.66   0.60  

SN  -     -     -     1.00   0.00   0.31  

PBC  -     -     -     -     1.00   0.18  

SE  -     -     -     -     -     1.00  

 

p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B 
  Accept 

(p=0.00)  
 Accept 
(p=0.00)  

 Reject 
(p=0.12)  

 Accept 
(p=0.01)  

 Accept 
(p=0.00)  

I    Accept 
(p=0.00) 

 Reject 
(p=0.12) 

 Accept 
(p=0.01)  

 Accept 
(p=0.02) 

A 
    Reject 

(p=0.67)  
 Accept 
(p=0.00) 

 Accept 
(p=0.01)  

SN 
     Reject 

(p=0.98) 
 Reject 
(p=0.19) 

PBC 
      Reject 

(p=0.47) 

 

On the issue of borrowers as shareholders, only 11 respondents agreed to comment 

while 8 withheld their responses (even with the reiteration that confidentiality was 

assured). Of the 11 who agreed to comment, 10 respondents found that dealing with 

many shareholders who are also borrowers (and even though the earliest borrowers), 

while helping facilitate the business, were a source of ‘risk’ and ‘liability’ especially in 

the context of minority shareholder rights. There was support for the idea of addressing 

poverty through shareholding and capital appreciation by (7/11) respondents; the 

associated (compliance, legal and regulatory) hassles were not worth the effort. Only 

one respondent who agreed to comment said that “it was the right thing to do” though 

had to be structured in a more nuanced manner and was worth the effort. 

Table 5.3.2 (b): Correlation – General Partners & Business Behaviour 
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It may be deduced that the intention of GPs may be good but the perceived behavioural 

control and the legal infrastructure prevalent in India make it not conducive to be 

supportive of scattered poor borrowers as minority shareholders and respect their 

shareholding rights. 

5.3.3. Human Resources 

HR was considered particularly an integral aspect of the interest of GPs in investee 

MFIs (Average 5.68, Median 5.0, Stddev 1.0) and drew an involved discussion from 

GPs. All 19 respondents did see HR management as strategic and as a part of the 

financial performance, especially in the aspects of performance metrics. All 19 

respondents mentioned that a ‘code of conduct’ was good business practice and was 

imperative for MFIs to have and something that they inspected as part of their pre-

investment Due Diligence. All GPs also said that they found existing ‘code of conduct’ 

in their portfolio MFIs, though they differed in quality and practice. 

  B I  A SN PBC SE 

Average 5.68 1.63 1.68 1.68 1.58 1.37 

Median 5.00 1.00 1.00 1.00 1.00 1.00 

Stddev 1.00 0.96 1.00 0.95 0.90 0.76 

 

GPs supported the idea of professional HR practices free from favouritism, nepotism 

(6/19 particularly referred this to as being common), non-discrimination and the 

promotion of equal opportunity. As part of their portfolio management policies, they 

referred to prudential employment practices which investee MFIs had to comply with. 

This included references to the prohibition of illegal working practices, child labour, 

forced labour, prevention of inhumane or degrading treatment, sexual harassment, 

provisions for the protection of individual privacy and personal data. 

Table 5.3.3 (a): Descriptive Statistics – General Partners & Human Resources 
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Beyond the purview of the laws of the land and compliance, GPs were not inclined to 

provide more support to ‘freedom of association’ or ‘collective bargaining’ as good 

practices or social impact. 

 

  B I A SN PBC SE 

B  1.00   0.92   0.94   0.94   0.89   0.67  

I  -     1.00   0.92   0.97   0.97   0.73  

A  -     -     1.00   0.94   0.83   0.52  

SN  -     -     -     1.00   0.94   0.71  

PBC  -     -     -     -     1.00   0.81  

SE  -     -     -     -     -     1.00  
 

p-value <0.05 associated with the above Correlation 

 

 

 

 

 

 

5.3.4. Community Involvement 

CI was considered the least important aspect of the interest of General Partners in 

investee MFIs (Average 2.16, Median 2, Stddev 1.57). This was explained with the 

theory that in the hybrid model (discussed earlier), the NBFC-MFIs focus on business 

(financial returns) and the associated NGO on social and community activities (social 

impact). As part of the governance norms, the business practices were supposed to be 

Table 5.3.3 (b): Correlation – General Partners & Human Resources 

  B I A SN PBC SE 

B   Accept 
(p=0.00) 

Accept 
(p=0.00)  

 Accept 
(p=0.00)  

 Accept 
(p=0.00)  

 Accept 
(p=0.00)  

I   Accept 
(p=0.00)  

 Accept 
(p=0.00)  

 Accept 
(p=0.00)  

 Accept 
(p=0.00) 

A     Accept 
(p=0.00)  

 Accept 
(p=0.00)  

 Accept 
(p=0.20)  

SN     Accept 
(p=0.00) 

Accept 
(p=0.00)  

PBC       Accept 
(p=0.00)  
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arms-length and, therefore, community involvement from the portfolio NBFC-MFIs 

was low by design in most cases as shared by (12/19) respondents. The logic put forth 

of separating business practices from community involvement was to strengthen 

professional governance and lending practices and to be free from the influence of 

communities on either HR practices or business behaviour. 

 

 
B I A SN PBC SE 

Average 2.16 3.95 1.84 6.16 6.47 5.32 

Median 2.00 4.00 2.00 6.00 6.00 5.00 

Stddev 1.57 1.87 0.96 0.60 0.96 1.06 

 

  B I A SN PBC SE 

B  1.00   0.87   0.87   0.56   0.70   0.87  

I  -     1.00   0.86   0.55   0.63   0.54  

A  -     -     1.00   0.33   0.51   0.60  

SN  -     -     -     1.00   0.06   0.44  

PBC  -     -     -     -     1.00   0.01  

SE  -     -     -     -     -     1.00  
 

p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B   Accept 
(p=0.00)   

 Accept 
(p=0.00)  

 Accept 
(p=0.01)  

 Accept 
(p=0.00)  

 Accept 
(p=0.00)  

I    Accept 
(p=0.00)  

 Accept 
(p=0.01)  

 Accept 
(p=0.00)  

 Accept 
(p=0.02)  

A     Reject 
(p=0.16)  

 Accept 
(p=0.03)  

 Accept 
(p=0.01)  

SN      Reject 
(p=0.82) 

 Reject 
(p=0.06)  

PBC       Reject 
(p=0.97) 

Table 5.3.4 (a): Descriptive Statistics – General Partners & Community Involvement 

Table 5.3.4 (b): Correlation – General Partners & Community Involvement 
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5.3.5. Decision-Making and Trade-offs by General Partners 

As discussed in Literature Review Section 2.12, Corporate Governance is an integral 

part of investee performance, one factor that investors (and investment managers) do 

deeply care about.  

Importantly, Social Norms on CG are given a high value by investment managers and, 

therefore, is a critical parameter. It emerged from the discussion with the GPs that they 

perceive Corporate Governance not as social impact but as a strong determinant of 

financial performance and risk assessment and, therefore, linked directly to the safety 

and financial return (of and) on investment. This position was maintained by every one 

of the 19 general partners who were in the sample. 

Criterion Weights Abs Errors (+/-) 

1 CG 14.9% 2.8% 

2 BB 7.9% 1.9% 

3 HR 7.9% 1.7% 

4 CI 3.4% 0.7% 

 

5 PAT 26.8% 6.1% 

6 Asset Turns 19.5% 3.4% 

7 Leverage 19.7%  3.7% 

 

a: 0.1 

Scale: Bal-n 

Consensus: 92.94% 

GCI: 0.06% 

 

Table 5.3.5: Output of AHP of General Partners 
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There was an overwhelming emphasis on financial performance at 66% and 81% if, 

corporate governance is seen from the lens of financial performance. 

Business behaviour and Human Resources were seen to play a role to accede to grant 

legitimacy in the wake of previous controversies alluding to A.P. Microfinance Crisis 

(2010) leading to regulation in 2011 and had equal weightage (7.9%) in their priorities. 

The response from (12 / 19) GPs was that CI was ‘social’ and which had a place in the 

hybrid structure’ of the microfinance operations but was not necessary to have in the 

core NBFC-MFI business. Most of them (15/19) thought that business (for-profit) and 

social impact (social activities such as those linked to CSR or CI) should not be mixed 

under one roof, which has both statutory and operational management constraints. 

There was acknowledgement (17/19) that community involvement would benefit the 

business towards acquiring new customers in the long term it was seen as ‘charitable’ 

like CSR. The relationship with NBFC-MFIs and the NGOs had different models and 

were informed were different in each case; hence, it was not probed further as it is out 

of the scope of the current research. 

As discussed in Section 3.8, contracting is an important factor in financial management. 

Interestingly, 4 respondents (/19) voluntarily disclosed that they had ‘plans’ to embed 

social in their performance shareholding contracts such that it triggers ‘material 

consequence’ if the baseline social impact was not achieved by the MFI. The details of 

the mechanism of the factors were not disclosed. On the other hand, 17 (out of 19) 

respondents had at least one investment with ‘protection mechanism’ on financial 

performance and returns from investments in MFIs.  

 

5.4. Limited Partners / Asset Owners 

The findings from the interaction with LPs reinforce the RAA theory that behaviour has a high 

degree of correlation with Intention. This was found in each of the instances of responses of 

the behaviour on Corporate Governance, Business Behaviour, Human Resource and 

Community Involvement. The findings from the interaction with limited partners revealed that 

the driver of making investments into impact investment funds was based on the pitch that 

returns were promised (‘hurdle rate’) while simultaneously meeting social objectives. The 
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findings reinforce the RAA theory that behaviour has a high degree of correlation with 

Intention, except for in the case of Self-Efficacy.  

5.4.1. Corporate Governance 

Therefore, it follows that Corporate Governance has a high value (Average 7.21, 

Median 7.00, Stddev 2.212) for Limited Partners. However, the intention (r=0.81; 

p<0.05) to drive high corporate governance as a behaviour in MFIs is low (Average 

3.32, Median 3.00; Stddev 1.89) due to a low perceived behaviour control (average 

3.89, median 4.00; Stddev 0.74) and their admittedly lack of understanding of the 

nuances of corporate governance in MFIs makes them low on Self Efficacy (Average 

3.93, Median 3.03; Stddev 1.11). 

 

 

 

 

 

 

 

 

 

 

 

 

Table 5.4.1 (a): Descriptive Statistics – Limited Partners & Corporate Governance 

  B I  A SN PBC SE 

Average 7.21 3.32 5.47 5.74 3.89 3.93 

Median 7.00 3.00 5.00 6.00 4.00 3.03 

Stddev 2.12 1.89 1.07 2.33 0.74 1.11 

Table 5.4.1 (b): Correlation – Limited Partners & Corporate Governance 

  B I A SN PBC SE 

B  1.00   0.81   0.67   0.89   0.69   0.78  

I  -     1.00   0.55   0.69   0.42   0.66  

A  -     -     1.00   0.41   0.63   0.48  

SN  -     -     -     1.00   0.73   0.91  

PBC  -     -     -     -     1.00   0.75  

SE  -     -     -     -     -     1.00  
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5.4.2. Business Behaviour 

Limited partners did not show a high propensity to change business behaviour (Average 

3.11, Median 3.00; Stddev 1.24) which was correlated (r=0.92, p<0.05) and caused 

(according to RAA) by a lack of intention (Average 3.58, Median 3.00; Stddev 1.02) to 

do so. 

This was driven in contributing measures by the personal agencies of Perceived 

Behavioural Control (Average 2.53, Median 2.00; Sttdev 1.07) and low Self-Efficacy 

(Average 4.16, Median 4.00, Stddev 1.30). A low Self Efficacy indicates that LPs were 

not confident that they could handle the business behaviour within the complex 

landscape of ‘impact investing in microfinance in India’ any better.  

It may be noted that 11 (/19) of the respondent LPs were based outside India, therefore, 

distant from the ground realities of microfinance in India. Further, 13 (of the total 19) 

of them had not seen a microfinance operation on the ground. Thus, they found it was 

very difficult to comment with confidence and authority about the challenges of 

business behaviour. Their sources of understanding were largely press coverage, 

research reports and the interaction with the General Partners.  

The LPs had a strong Attitude (Average 7.74, Median 7.00; Stddev 0.93) which was 

highly correlated (r=0.94) to their observed behaviour indicating that they believed that 

good business practices, beneficiary base centric behaviour are imperative for social 

p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B 
  Accept 

(p=0.00) 
 Accept 
(p=0.01)  

 Accept 
(p=0.00)  

 Accept 
(p=0.01)  

 Accept 
(p=0.00) 

I    Accept 
(p=0.04)  

 Accept 
(p=0.01) 

 Reject 
(p=0.13) 
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(p=0.01) 

A 
    Reject 

(p=0.15) 
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(p=0.02) 

 Reject 
(p=0.08) 

SN 
     Accept 

(p=0.00) 
 Accept 
(p=0.00) 

PBC 
      Accept 

(p=0.00) 
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impact and for impact investing. All 19 respondents made it clear that impact investing 

was about enabling not exploitative practices and attitude towards MFI clients i.e., poor 

beneficiaries.  

Yet, the belief of LPs that they could change all or any aspect of the behaviour of MFIs 

was due to no interface to engage or interact with MFIs except through GPs. Thus, the 

finding of a low PBC (Average 2.53, Median 2.00; Stddev 1.07) is consistent on this 

account. While LPs could discuss and communicate their perspective (Attitude towards 

business behaviour) to the GPs, the agents of portfolio management, as discussed in the 

Literature Review Section 2.13 the prime responsibility was given to the GP of the 

funds to manage all aspects of the portfolio including the business behaviour and 

reputational aspects of the investee portfolio. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 5.4.2 (a): Descriptive Statistics - Limited Partners & Business Behaviour 

  B I  A SN PBC SE 

Average 3.11 3.58 7.74 3.21 2.53 4.16 

Median 3.00 3.00 7.00 3.00 2.00 4.00 

Stddev 1.24 1.02 0.93 1.32 1.07 1.30 

Table 5.4.2 (b): Correlation - Limited Partners & Business Behaviour 

  B I A SN PBC SE 

B 1.00 0.92 0.94 0.97 0.91 0.98 

I - 1.00 0.93 0.94 0.98 0.93 

A - - 1.00 0.95 0.92 0.95 

SN - - - 1.00 0.94 0.98 

PBC - - - - 1.00 0.93 

SE - - - - - 1.00 
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5.4.3. Human Resources 

On the issue of Human Resources, Limited Partners observed that good HR practices 

are necessary and conducive to business and financial performance. Therefore, the 

importance provided by the observed (Average 5.37, Median 5.00; Stddev 1.92). This 

is further highly correlated (r=0.97) to their Attitude, which is based on their prior 

experience of making investments.  

  B I  A SN PBC SE 

Average 5.37 5.11 4.84 5.58 2.42 6.84 

Median 5.00 5.00 5.00 5.00 3.00 7.00 

Stddev 1.92 1.59 1.01 1.8 0.96 1.54 

  

Attitude is a strong driver of the intention though there is no significant change or shift 

(Average 5.11, Median 5.00, Stddev 1.01) intended. Expectedly, LPs have a low PBC 

(Average 2.42; Median 3.00, Stddev 0.96). However, LPs exhibited a high Self Efficacy 

(6.84, Median 7.00, Stddev 1.54). Upon further investigation, it was revealed that the 

high Self Efficacy came from their experience of investing outside India (11/19 cases), 

outside microfinance within India (5/19), the experience of investing in ‘mainstream’ 

investment funds (8/19) which were not designated as ‘impact investing’ funds. Thus, 

p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 
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Table 5.4.3 (a): Descriptive Statistics - Limited Partners & Human Resources 
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most (18/19) of the LPs had investments or experience of impact investing outside 

microfinance in India, which provided a reference point. This background experience 

lends credibility to their Self Efficacy rating. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.4.4. Community Involvement 

A surprising element of the findings was the relatively high interest and behaviour 

(Average 5.21, Median 5.00; Stddev 2.12) exhibited by LPs on CI. This was explained 

in their understanding of ‘social impact’ as a necessary aspect of the impact investing 

funds. This is largely correlated to their attitude (Average 5.47, 5.00, 1.07) and social 

norms (Average 5.74, Median 6.00; Stddev 2.33).  

Table 5.4.3 (b): Correlation - Limited Partners & Human Resources 

  B I A SN PBC SE 

B  1.00   0.77   0.97   0.80   0.66   0.30  

I   1.00   0.80   0.79   0.62   0.05  

A    1.00   0.78   0.70   0.34  

SN     1.00   0.52   0.15  

PBC      1.00   0.31  

SE       1.00  

p-value <0.05 associated with the above Correlation 
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(p>0.05)  
 Reject 
(p=0.60) 
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The correlation of behaviour with intention (r=0.41) and Attitude (r=0.27) was low. 

There was no positive attribution to (rejected p-value) with changes in both, the 

Intention (Average 3.32, Median 3.00; Sttddev 1.89) and Attitude (Average 5.47, 

Median 5.00, Stddev 1.07), are not associated with changes in the behaviour.  

It may be deduced that there was no intention to do any or change CI behaviour by LPs. 

It corroborates a low weightage (4%) arrived at using the AHP. 

  B I  A SN PBC SE 

Average 5.21 3.32 5.47 5.74 3.89 3.93 

Median 5.00 3.00 5.00 6.00 4.00 3.03 

Stddev 2.12 1.89 1.07 2.33 0.74 1.11 

 

  B I A SN PBC SE 

B  1.00   0.41   0.27   0.89   0.69   0.78  

I  -     1.00   0.55   0.69   0.42   0.66  

A  -     -     1.00   0.41   0.63   0.48  

SN  -     -     -     1.00   0.73   0.91  

PBC  -     -     -     -     1.00   0.75  

SE  -     -     -     -     -     1.00  

 

Table 5.4.4 (a): Descriptive Statistics - Limited Partners & Community Involvement 

Table 5.4.4 (b): Correlation - Limited Partners & Community Involvement 

p-value <0.05 associated with the above Correlation 
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(p=0.01)  

A 
    Reject 

(p=0.15) 
 Accept 
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(p=0.00)  

PBC 
      Accept 

(p=0.00) 
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5.4.5. Decision-Making and Trade-offs by Limited Partners 

In most cases (16/19) it was made evident by LPs that the investment in the fund was 

‘finance first’ but was sure to be ‘clean investments’.  In 3 cases, LPs based that since 

it explained that these are social investments, and therefore, high-financial-risk and 

low-expected-return. Notwithstanding, they believed in the mission and value and made 

their investments. The LPs (15/19) expressed that they were clear that social impact 

investment without good corporate governance, good business behaviour (especially 

concerning poor clients), good HR practices would be an anathema. Therefore, they 

would pull out their investments or call the investment manager.  

This is not entirely reflected in their choices when making trade-offs as shown in Table 

5.4.5, which shows significantly lower weightage of BB (8.7%) and HR (8.6%) when 

compared to financial metrics such as profitability (24.7%), Asset Turns (18.0%) and 

Leverage (19.3%). This was because of the following (non-exclusive) reasons: (i) that 

the issues in microfinance were transient (8/19 respondents) and the and the general 

partners would handle them efficiently (ii) (7/19) felt that these issues were localised 

‘management’ issues, and did not warrant any systemic review or merit any action from 

asset owners/ limited partners and the general partners were equipped enough to handle 

them (iii) the issues were localised regulatory issues and the general partners were 

equipped enough to handle them. In all 19 cases, the Limited Partners trusted their agent 

(General Partners) in handling and managing the situations appropriately through 

appropriate investment actions (buy, sell, hold) or thorough governance mechanisms. 
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Criterion Weights Abs Errors (+/-) 

1 CG 16.7% 2.7% 

2 BB 8.7% 1.3% 

3 HR 8.6% 1.7% 

4 CI 4.0% 0.8% 

 

5 PAT 24.7% 4.0% 

6 Asset Turns 18.0% 2.1% 

7 Leverage 19.3% 2.4% 

	

a: 0.1 

Scale:  Bal-n 

Consensus: 87.74 

GCI: 3.6% 

 

5.5. Service Providers 

In the first instance, it is important to outline the scope of services. Service Providers to the 

social enterprise and microfinance sector included services provided to NGOs on better 

financial management, advisory on the transition to for-profit NBFCs, linking to banks and 

venture capital, regional and national network building, standards, Management Information 

Systems (MIS) and Information Technology (IT) systems integration, loan portfolio audits, 

corporate governance, financial structuring, Standard Operating Procedures (SOP), evaluation 

of practices, Financial Statement Analysis (FSA) etc. 

Thus, while the Service Providers have been categorised as one cohort, SPs have multiple 

functions in which they provide services. In most cases, service providers provide these 

Table 5.4.5: Output of AHP of Limited Partners 
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services to MFIs, however, some SPs have also had buy-side mandates (with the venture capital 

fund or GP as their client), which entailed a payment to the SP for finding investees. In some 

cases, SPs have also worked on mandates (e.g., research, consulting or publishing ‘state of the 

sector’ reports) that serve as inputs for regulation. 

Service providers have a vantage point. To ensure that the sector ‘transitions’ to a financially 

viable and successful. Respondents are bound to have bias and prejudice based on interest. In 

all cases, respondents declared a potential conflict of interest in their responses and opinion. 

While in each respondent cohort the element of the interpretivism was there, nowhere was it 

more challenged than in the engagement with Service Providers. The post-positivist paradigm 

allowed for interpretation and discussion of the nuances of the numeric scores provided and 

the reasons thereof.  

Thus, accompanying open-ended exploratory questions such as, ‘what advisory provides you 

will the most sources of income/profits’ or ‘what services do you think MFIs should be 

provided’ from consulting and investing broking were asked. Since the research deals with 

responses and analysis of complex, inter-dependent issues, these questions facilitated better 

judgement when concluding.  

5.5.1. Corporate Governance 

SPs facilitate and influence by advising on forming and managing associations, which 

further advises the members driving in a sense of homogeneity in terms of principles, 

practices and organisational behaviour. A set of directives or norms of “good” corporate 

governance, business behaviour and best practices came from the venture capital fund 

managers (GPs) through influence, and in many instances even control over the Board 

of Directors, thereby, impacting the strategic direction and operations of the MFI. Many 

banks and venture capital fund managers (GPs) made multiple investments in MFIs in 

India. 

From the scoring of behaviour on corporate governance (Average 3.87; Median 4.0; 

Stddev 1.77), the interest to change Corporate Behaviour seemed to be slightly negative 

reflecting that Service Providers were comfortable with the status quo on corporate 

governance. It is consistent in their intention (Average 3.47, Median 3.00; Stddev 1.64) 

as well as their attitude (Average 2.73, Median 3.00; Stddev 1.53). There is a high social 
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normative value ascribed to CG (Average 6.00, median 7.00 and Stddev 1.56). This 

comes from an awareness and the advisory that CG is important. 

  B I  A SN PBC SE 

Average 3.87 3.47 2.73 6.00 5.73 5.73 

Median 4.00 3.00 3.00 7.00 6.00 6.00 

Stddev 1.77 1.64 1.53 1.56 1.79 1.53 

 

As a cohort, SP’s exhibited a high Self-Efficacy indicating that they could do better 

(Average 5.73, Median 6.00; Stddev 1.53). Interestingly, the do not feel that being 

outsiders they have low control and can only influence. Their PBC (Average 5.73, 

Median 6.00; Stddev 1.79) is higher than that of banks. It may be concluded that in the 

phase of microfinance (2010-’16), with a balance of early adopters and late entrants, 

Service Providers continue to feel that they can influence strongly (control) the 

behaviour of MFIs, in this case CG. 

  B I A SN PBC SE 

B  1.00   0.66   0.93   0.67   0.98   0.83  

I  -     1.00   0.88   0.73   0.65   0.93  

A  -     -     1.00   0.81   0.91   0.97  

SN  -     -     -     1.00   0.59   0.87  

PBC  -     -     -     -     1.00   0.78  

SE  -     -     -     -     -     1.00  

Table 5.5.1 (a): Descriptive Statistics - Service Providers & Corporate Governance 

Table 5.5.1 (b): Correlation - Service Providers & Corporate Governance 

 

 



 

 
154 

 

 

 

 

 

 

 

5.5.2. Business Behaviour 

The high-correlation of Intention (r=0.87, p<0.05), Attitude (r=0.95, p<0.05) shows a 

predisposition and a lack of intention among the respondents (Service Providers) to 

influence the change in business behaviour (or model) of MFIs. 11 / 19 respondents 

informed, out of their own volition, that the business behaviour of MFIs (stated and 

discussed) provided a business opportunity for Service providers such as holding 

network meetings, seminars, consulting engagements etc. However, Service providers 

also agreed that the business behaviour observed, reported was ‘speeding ticket’; and, 

‘small bumps along the road’. The loss of social impact was termed ‘localised’, 

‘collateral damage’ and ‘minor bumps’ in the larger scheme of things to lend credibility, 

‘all of which are course-corrected’ through regulation.  

 
B I A SN PBC SE 

Average 3.80 2.80 2.80 5.53 4.80 5.47 

Median 4.00 3.00 3.00 6.00 5.00 6.00 

Stddev 1.70 1.52 1.52 1.25 0.77 1.25 

 

Thus, despite that Service Providers perceived themselves as the strongest influencers 

(with PBC on CG = 5.73, PBC on BB = 4.8, PBC on 4.87; PBC on CI 5.4) and were 

p-value <0.05 associated with the above Correlation 
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Table 5.5.2 (a): Descriptive Statistics - Service Providers & Business Behaviour 
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actively engaged in facilitating mimetic isomorphism as well as normative 

isomorphism, through establishing professional standards or networks (e.g., Sa-Dhan, 

MFIN), the justification of arriving at ‘acceptable’ business behaviour was finally to 

regulation i.e., coercive isomorphism. Despite the support of the industry (through SPs) 

of ‘light’ and ‘self-regulation’, there is a dependence on regulation (outside of the social 

system) for course correction. This anomaly was explained on further investigation by 

(9 / 14; 5 didn’t respond to further clarification). While the individual Service Providers 

had higher PBC on individual MFIs (or a client group of MFIs), the PBC on the larger 

sector was perceived to be limited.  

  B I A SN PBC SE 

B  1.00   0.87   0.95   0.80   0.62   0.92  

I  -     1.00   0.97   0.96   0.45   0.92  

A  -     -     1.00   0.93   0.57   0.96  

SN  -     -     -     1.00   0.49   0.93  

PBC  -     -     -     -     1.00   0.62  

SE  -     -     -     -     -     1.00  

 

p-value <0.05 associated with the above Correlation 
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Table 5.5.2 (b): Correlation - Service Providers & Business Behaviour 
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5.5.3. Human Resources 

Service Providers did not feel the dire need to change organisational behaviour on 

Human Resources practices. While there were references of poaching loan officers in 

the microfinance sector in its high growth stage (Ghate, 2008), Srinvasan (2010), that 

was a sector-wide issue that was already addressed through networks (e.g., Sa-dhan, 

MFIN) and agreements on sectoral practices. 

There was a significant part of consulting advisory on ‘capacity building’ that was 

provided over the years. This was included as Continuous improvement of 

professionals, labour and working opportunities. Service Providers ensured that ‘all 

MFIs had sexual harassment policies’ in compliance with the laws of India. On the 

‘protection of privacy and personal data’, Service Providers responded that whatever 

was within the legal ambit were being followed. India does not have dedicated privacy 

and personal data protection law.  

S Ps (12/15) had been helping MFIs in meeting statutory requirements and/or gaining 

competitive advantage. The process involved ‘pitching’ with an idea to an MFI; 

therefore, SPs were driving both the compliance and the competitive advantage agenda. 

  B I  A SN PBC SE 

Average 2.60 2.80 2.80 5.33 4.87 5.53 

Median 3.00 3.00 3.00 6.00 5.00 6.00 

Stddev 1.35 1.52 1.52 0.98 1.55 1.25 

 

It can be deduced that the agenda for change in MFIs HR practices was largely 

influenced (and controlled) by Service Providers. The behaviour of Service Providers 

had a strong correlation (and causal) relationship with intention (r=0.86), Attitude (r= 

0.93), Social Norms (r= 0.87), perceived behavioural control (r= 0.96) and self-efficacy 

(r= 0.94). 

 

Table 5.5.3 (a): Descriptive Statistics - Service Providers & Human Resources 



 

 
157 

 

 
B I A SN PBC SE 

B 1.00 0.86 0.93 0.87 0.96 0.94 

I - 1.00 0.97 0.87 0.93 0.93 

A - - 1.00 0.87 0.99 0.93 

SN - - - 1.00 0.88 0.90 

PBC - - - - 1.00 0.93 

SE - - - - - 1.00 

 

 

 

 

 

 

 

 

5.5.4. Community Involvement 

There was a low observation to adopt a different behaviour on community involvement. 

This was exhibited in a low rating (Average 2.60, Median 3.00, Stddev 1.35) which 

was linked to a strong correlation (r=0.92) and caused by their low intention (Average 

2.87, Median 3.00; Stddev 1.51) to make changes.  

Among the RAA constructs, it was found that social norms were not a significant factor 

(r=0.52, p>0.05). Although there is consensus in the microfinance sector to disengage 

MFIs from CI, service providers did not pay much importance to social norms (and 

Table 5.5.3 (b): Correlation - Service Providers & Human Resources 

p-value <0.05 associated with the above Correlation 
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assumed that impact investors would also concur with the idea) and instead attitude was 

the driving force for intention.  

   B I  A SN PBC SE 

Average 2.60 2.87 2.80 4.93 5.40 2.47 

Median 3.00 3.00 3.00 5.00 5.00 3.00 

Stddev 1.35 1.51 1.42 1.28 1.24 1.25 

 

 

Table 5.5.4 (a): Descriptive Statistics - Service Providers & Community Involvement 

Table 5.5.4 (b): Correlation - Service Providers & Community Involvement 

 
B I A SN PBC SE 

B 1.00 0.92 0.92 0.52 0.95 0.63 

I - 1.00 0.99 0.51 0.91 0.64 

A - - 1.00 0.62 0.90 0.74 

SN - - - 1.00 0.47 0.69 

PBC - - - - 1.00 0.52 

SE - - - - - 1.00 

p-value <0.05 associated with the above Correlation 

  B I A SN PBC SE 

B  Accept 
(p=0.00) 

Accept 
(p=0.00) 

Reject 
(p=0.06) 

Accept 
(p=0.00) 

Accept 
(p=0.02) 

I   Accept 
(p=0.00) 

Reject 
(p=0.06) 

Accept 
(p=0.00) 

Accept 
(p=0.01) 

A    Accept 
(p=0.02) 

Accept 
(p=0.00) 

Accept 
(p=0.00) 

SN     Reject 
(p=0.09) 

Accept 
(p=0.01) 

PBC      Reject 
(p=0.06) 
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5.5.5. Decision-Making and Trade-offs by Service Providers 

In 10 cases, the AHP model showed that there were inconsistent or self-contradictory 

responses. Upon discussion with the respondents, these were revised, and the final 

numbers are as shown in Table 5.5.5.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Thus, with the note above, Service Providers have more financial return centric (61%) 

than social impact (39%). The main argument put forth, which supports the neo-liberal 

theory, is that microfinance needs to self-sustain itself and that is more important than 

the opportunity cost (or loss) of making a social impact. The business model itself needs 

to be successful and legitimacy – in the interest of MFIs, banks, Venture Capital Fund 

– Managers and Asset owners, Governments and, of course, benefit the Service 

Providers. Respondents within SPs differed in terms of the weightage to PAT (e.g., if 

there was consulting expertise on profitability and cost structures, they would surely 

Table 5.5.5: Output of AHP of Service Providers 

Criterion Weights Abs Errors (+/-) 

1 CG 15.0% 2.4% 

2 BB 10.6% 2.0% 

3 HR 10.5% 1.1% 

4 CI 4.8% 0.5% 

 

5 PAT 21.5% 3.2% 

6 Asset Turns 17.7% 2.0% 

7 Leverage 19.9% 1.8% 

a: 0.1 

Scale:  Bal-n 

Consensus: 79.31 

GCI: 2.5% 
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emphasise on PAT) or Leverage (e.g., investing broking) or Asset Turns (e.g., growth 

and risk consulting) and this was where the synthesis of the overall financial 

performance to encompass all three was valuable. 

5.6. Findings from Validation Study 

Further to Chapter 3 validation Section 3.9 methodology, the total number of respondents (13) 

were Donors (5) and MFIs (8). Appendix F lists the key quotes and a descriptive code that was 

interpreted to address the research questions. Table 5.6 provides a summary of the thematic 

responses of the validation study. 

 

Theme Yes No Not clear 
Isomorphism  
Isomorphism influenced MFIs decision making… 12 1  
Financial Returns 
Financial performance is important… 13 0  
Financial performance is most important… 7 3 3 
Focus of MFIs is finance first… 12 0 1 
Trade-off 
Is there a trade-off in microfinance?  8 4 1 
Is getting social impact through business a ‘wicked’ 
problem?  

8 
 

5  

Regulation and Banking 
Banks have low control over MFIs32 2 5 6 
Regulation is good for business and the society 11 2  
Impact Management 
Impact monitoring and management should be done 13 0  
Impact measurement can be standardised in MFIs 10 3  
Should impact be embedded in contracts? 7 6  

 

 

32 This data point challenges the finding in the study respondents representing banks have about their own 
perceived control. The respondents think that banks have a higher control and potentially could flex their control, 
as they did around the financial crisis in 2010, if they wanted to (intention) on a regular or on-going basis. This is 
discussed in Section 2.13. The ‘actual’ behavioural control is different from ‘perceived’ behavioural control and 
the perceptions of different stakeholders are different.  

Table 5.6: Themes of Respondents at the Validation Phase 
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The answers to the research questions in the validation phase are summarised below: 

i. To establish whether impact investors had the intention of making an impact 

There was no conscious choice or intention of making a social impact. It was treated as 

‘a given’ and the primary objective was financial performance.  

ii. To establish whether investors required that impact to be measured, monitored, and 

reported by MFIs 

Investors did not have any explicit demand of MFIs to measure, monitor or report social 

impact. It was treated as ‘given’ as part of the ‘Theory of Change’ that access to finance 

and especially to poor women ‘automatically’ brings in social impact.  

iii. To establish if investors did and could ensure that MFIs in their portfolio created impact 

and ascertain the extent to which not achieving impact had an implication for the 

portfolio relationship.  

General Partners (of Venture Capital Asset Management Companies) as impact 

investors had enough control to bring about impact measurement and monitoring 

mechanisms. Banks as impact investors did not have much control over the MFIs. This 

was also a conscious choice on the part of the banks since MFIs met their PSL norms 

and it was sufficient for banks to rely on the judgement of MFIs and venture capital 

impact investors. However, they were also concerned and engaged in the regulatory 

aspects of microfinance.  

iv. To establish if strategic decisions show that there are trade-offs between social impact 

and financial return  

Yes, there are trade-offs between social impact and financial return in the management 

of MFI operations. This is accepted and known to (most) MFIs and (most) impact 

investors. 

v. To determine the priorities of investors within the specific elements of social impact 

and financial return 

The priority of investors is the financial returns over social impact. However, 

respondents felt that each of the four selected parameters of social impact also has an 

interdependent relationship with financial returns, although to different degrees. In that, 
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Corporate Governance was most closely related to financial performance followed by 

business behaviour, such as aspects of Customer Relationship Management and Human 

Resource Management. Community Involvement was perceived to be CSR and largely 

a social development activity. 
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Chapter 6: Conclusion 

6.1.  Context 

The research was based on a real need to understand the implementation of impact investing. 

Impact investments are the “invisible heart of markets”33 and are increasingly considered “a 

big deal”34 by policymakers. By definition, impact investments must have not only financial 

returns but also intentional, measurable impacts. Typical impact evaluation studies on 

microfinance focus on measuring impact. However, there are no implications of these studies 

on the actual practice of impact investing. This is because evaluations must also examine the 

willingness (intention) and the ability to balance impact alongside financial returns. By looking 

into all three aspects of the definition, the study directly influences the practical applicability 

of the meaning of impact investing. The research is a first attempt at studying the intention of 

impact in impact investing while factoring in the complexity and trade-offs in managing social 

impact alongside a financial return. The research provides a unique axiological practical 

dimension to impact investing by bringing in the notion of 'the value of impact'. A 'willingness 

to pay' for social impact while comparing with the opportunity cost of financial returns. The 

‘intention of social impact’ is the crux around which the research revolves. Since impact 

investing can be made across geographies and across sectors, the research question draws on 

the specific scenario of ‘impact investing in microfinance in India’.  

In addressing the research questions, whether investments in microfinance should be counted 

as impact investments, key stakeholders (experts) are respondents to a questionnaire and are 

interviewed. The response from venture capital impact funds (General Partners), Banks, Asset 

Owners (Limited Partners), service Providers and donors are analysed. The principal financiers 

(and, therefore, impact managers) are banks and General Partners (or the venture capital 

partners) who could collectively influence the social impact and finance performance 

behaviour and practices.  

 

33 Social Impact Investment Taskforce, UK’s Presidency of the G8 report, 2014 

34 “This is ground zero of a big deal”. Lawrence Summers, former US Treasury Secretary, May 2014. 
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Social impact is a composite behaviour which comprises viz., corporate governance, business 

behaviour, human resource management and community involvement. For each behaviour, and 

each stakeholder strata, the research focusses on the behaviour-intention relationship. Each of 

the four behaviours is critical not only to assess their relative importance, according to the 

experts, between themselves but also to compare with financial returns. Using the Du Pont 

formula, financial return is analysed as net profit margin, asset turns and leverage.  

RAA was deployed to address questions of the SDMs’ intent. There is no study on the 

evaluation of investments with this group as subjects. This is the first study that investigates 

the strategic choices involved in such decision making in managing impact and investments. 

Taken together, the seven behaviours form the basis of a forced-choice analysis (the AHP), 

which provides the pecking order in which the experts (respondents) would prioritise them, 

and provide an implication of the ‘ease’ with which such prioritisation was achieved. The AHP 

is applied as a multi-criteria strategic decision-making analysis. The findings provide insights 

into the trade-offs, willingness, and ability of managers to manage impact alongside managing 

financial returns.  

6.2. Research Objectives and Findings 

The research aim was divided into five sub-objectives. The objective and the findings from the 

research are summarised as under: 

i. To establish whether impact investors had the intention of making an impact 

For banks, the intention was not to make a social impact (AHP weightage 22.3%) but 

to focus on financial returns (AHP weightage 77.7%). The behaviour of banks was 

slightly positive for CG (average = 5.21 on a 9-point scale) but was negative for greater 

social impact through measurement and monitoring of business behaviour (Average 

3.11 on a 9-point scale), Human Resources (Average 3.79 on a 9-point scale) and 

Community Involvement (Average 3.64 on a 9-point scale). The behaviour of banks 

was slightly positive for CG (average = 5.21 on a 9-point scale) but was negative for 

greater social impact through measurement and monitoring of business behaviour 

(Average 3.11 on a 9-point scale), Human Resources (Average 3.79 on a 9-point scale) 

and Community Involvement (Average 3.64 on a 9-point scale). 
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For GPs of VCs too, the intention was not to make a social impact but to focus on 

financial returns. The weightage assigned to Corporate Governance (14.9%), business 

behaviour (7.9%), human resource management (7.9%) and community involvement 

(3.4%). It may be noted that all the practices of CG, HR and client linked BB are linked 

to financial performance in the eyes of the GPs. Thus, the focus on pure financial 

performance (96.6%). 

ii. To establish whether investors required that impact to be measured, monitored, 

and reported by MFIs  

Since there were no benchmarks, measurement or monitoring by banks or GPs on 

various aspects of social impact, or where used were rather limited, the measurement 

or monitoring was neither the role of the asset owners nor of service providers unless 

asset owners explicitly asked for it or service providers explicitly were asked for it. 

Therefore, there was no willingness or way to penalise MFIs, if found to be failing in 

their social impact. However, the same is not true for financial returns which returns 

the consistent message that the financial performance of MFIs was far more important 

to impact investors financiers - banks and VCPEs find than the social impact.  

This exhibits a general unwillingness to change, where Attitude is a significantly 

correlated variable. Further, banks exhibit a lower perceived behavioural control (PBC) 

on various facets of the social impact of the MFI viz., corporate governance, business 

behaviour, human resource management and community involvement. The intention 

and behaviour of banks are not influenced by social norms. Equally, respondents 

profess that they do not believe that they could’ve done any better management of social 

impact. Good measures of social impact would have been ‘nice to have’ rather than 

‘necessary to have’. 

iii. To establish if investors did and could ensure that MFIs in their portfolio created 

impact and ascertain the extent to which not achieving impact had an implication 

for the portfolio relationship 

The GPs as drivers and leaders of impact investing had enough (perceived) control on 

MFIs, as well as influence the standards and norms in the practice of impact investing. 

This includes the practices of impact measurement and related monitoring mechanisms.  
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Banks as impact investors did not (perceive themselves) to have much control over the 

MFIs behaviours. However, the interviews revealed that this was also a conscious 

choice on the part of the banks since MFIs met their PSL norms and it was sufficient 

for banks to rely on the judgement of MFIs and venture capital impact investors. 

However, banks were also concerned and engaged in the regulatory aspects of 

microfinance.  

iv. To establish if strategic decisions show that there are trade-offs between social 

impact and financial return  

The literature review, the responses to the questionnaire and the following interviews 

suggested that there are trade-offs between social impact and financial return in the 

management of MFI operations. This is accepted and known to (most) MFIs and (most) 

impact investors. Therefore, each stratum of respondents prioritised financial return 

over social impact.  

v. To determine the priorities of investors within the specific elements. Factors that 

contribute to social impact and financial return 

While overall financial returns are consistently the most important aspects for all strata 

interviewed. However, within the specific elements such as ‘leverage’ was deemed 

more important for banks, as would be expected. Corporate Governance was the single 

most important aspect of ‘social impact’ and comparable in importance to the elements 

of financial returns. However, since corporate governance was also perceived to be 

significantly linked to financial return; therefore, the variables are conflated.  

6.3. Contributions to the Knowledge of Impact Investing 

The research and the subsequent adoption of changing definition have a direct economic 

bearing of the order of magnitude of USD 500 Billion (impact investing market size estimate 

by GIIN, 2019) and USD 80 Trillion (global SRI estimated by PRI). Increasing conceptual 

clarity builds transparency, which enables investors and investees to act with greater 

confidence about what impact investing is and what is not. It will also dissuade unsuitable 

players claiming to be market participants of impact investing and enjoying undeserving 

benefits meant for only legitimate participants. Thus, though it may be a ‘barrier to entry’, it 

will not crowd out the genuine participants. As definitions are refined and practices evolve, 
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networks such as GIIN and IIC, databases such as ImpactBase and MIX market, think tanks 

such as CGAP and academicians need to revise definitional requirements from a more 

pragmatic perspective. 

A field cannot gain legitimacy, and consequently, traction and adoption, when fundamental 

definitions are vague, Hochstadter and Scheck (2015). Clear, lucid, and practicable definitions 

are paramount in building up the integrity of the field for an interpretive framework. A poor 

articulation of definitions adversely affects the legitimacy; actors may apply a term 

inappropriately to serve self-interests, e.g., expanded market access.  

As impact investment capital deployment turned out to be tougher than earlier envisaged, 

largely because of the supply-induced scarcity of investment-ready deals, Oleksiak et al. 

(2015), which could hypothetically be related to ‘what is’ suitable for impact investing. A clear 

definition, or the lack thereof, will have implications for market size and potential growth, 

Daggers and Nicholls (2016). While impact investing has an ambition shared by several 

participants, they may have different motivations. The motivations could be creating greater 

social impact, SIIT (2014a) or merging with the mainstream, Matthews et al (2015) and 

Mudaliar et al. (2016) or augment with fee income, Freireich and Fulton (2009).  

Thus, the threats to the growth of impact investing from a loss of integrity (SIIT, 2014b) test 

funds’ intention and deploys this as an indicator for industry integrity. The lurking danger of 

purpose-washing substantiates the urgent need for an informed discussion on clear definition 

to continue. It is recommended and can be argued, that impact investment fund managers be 

required to provide robust measurement and reporting of impact as a demonstration of their 

behaviour and attitudes towards the intention of social impact.  

With governments’ growing interest in impact investing, the G8’s SIIT placed intention at the 

core of its definition (SIIT, 2014a). Findlay and Moran (2019) prognosticate that it is highly 

unlikely that a universally accepted interpretation will ever be reached. Yet, a robust 

understanding of the intention in investment decisions is important; the intention of making a 

social impact distinguishes impact investment from other (mainstream) investments.  

6.4. Contribution to the Knowledge of Behavioural Finance 

In that, the key elements of the definition of impact investing are - intention, returns and 

measurement – each of which is examined through a review of literature and practitioners’ 
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perspectives. The intention of impact was not always a constituent of the definition. In a review 

of academic and practitioner works till 2013, Hochstadter and Scheck (2015) found that the 

definition was confined to having only financial returns and non-financial impact. Since then, 

many definitions started using, and even emphasising, intention as an integral inalienable 

component. For instance, the GIIN has superseded previous definitions e.g., used in 

Hochstadter and Scheck (2015), and now incorporates intention, where intention is a defining 

element35. Yet, research and study on intention has received far less attention than the emphasis 

on the other key elements viz., returns and impact measurement, Findlay and Moran (2019), 

Agrawal and Hockerts (2019). Elements such as intention and measurement can be used to 

determine ‘purpose-washing’, a method of presenting and positioning funds as impact 

investments that do not meet a tightly applied definition. The behaviour-intention nexus is well 

established in individuals and various contexts, especially the health domain. In the context of 

behavioural finance, the intention has limited literature. This research contributes to 

behavioural finance and may be applied in different contexts. This research also contributes to 

the research themes of leadership behaviour, the intention to control and influence 

organisational behaviour. 

6.5. Contributions to the Development of Social Stock Exchanges 

Sitharaman (2019), Finance Minister of Government of India announced the setting up of a 

Social Stock Exchange (SSE)36 for channelling impact investments. SSEs are a market-based 

approach to solving social problems with the underlying theory that public spending on social 

welfare is ineffective, Dadush (2015), for democratising impact investing, Laul and Wendt 

(2017) and to better leverage development finance and philanthropy by supplementing the 

developmental capital deficit that engages the private sector and the household. In the case of 

India’s SSE, both for-profit social enterprises and non-profit organisations are proposed to be 

 

35 GIIN, Core Characteristics of Impact Investing, April 3, 2019 available https://thegiin.org/characteristics: 
accessed Jan 2021 

36 SSEs are not new. They have been set up by other countries, Brazil (2003), South Africa (2006), the UK (2013), 
Canada (2013), Singapore (2013) and many other countries have been or are planning to established them. 
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allowed37 to be listed. Various instruments of impact capital from both domestic and 

international funders, similar to a typical stock exchange, would mandatorily be linked to a 

theory of change and proposed measurable social impact.  

The proposed SSE expects impact investors to derive comfort from an empanelled ecosystem 

of intermediaries. These include data repository providers on financial and social impact 

reporting on projects and opportunities and reports, (ii) social auditors, who would perform due 

diligence, assess social impact in a standardised manner and feed data repositories, (iii) 

investor-friendly, protective, regulatory and governance mechanisms (v) tax incentives38. From 

the construction of enablers, it is evident that the influencers would be impact investors, banks 

and service providers. India’s SSE would also be open to opportunities for retail investors in 

addition to institutional investors. However, retail investors are likely to take the investing 

signals from institutional investors, Koesrindartoto et al (2020). SEBI’s, ‘Working group report 

on Social Stock Exchange’ also highlights that it faces hurdles in valuing non-profit social 

enterprises organisations. An effective protective regulatory and governance mechanism is 

important for platform sustainability. An option under consideration is to assess organisations 

based on an impact valuation, such as SROI, which can embed intention and can be used as a 

benchmark formula, Arvidson et al (2013), comparable to Exchange Traded Funds (ETF). 

Thus, various facets of the intention of the investor and the investee can be parameters to 

measure social impact and match. This research directly feeds into the efficacy of the platform 

integrity and facilitates ensuring that tax incentives provided are channelled more 

appropriately. Thus, this research is an important contribution to the economic value39 of 

estimated more than USD 10 Billion of philanthropy and impact investing in India. 

 

37 “Working group report on Social Stock Exchange”, Securities and Exchanges Board of India (SEBI), Jun 01, 
2020 available at https://www.sebi.gov.in/reports-and-statistics/reports/jun-2020/report-of-the-working-group-
on-social-stock-exchange_46751.html 

38 E.g., proposed 100% tax deduction for social enterprises, allowable earned income through commercial 
activities up to 50%, exemption from Long-Term Capital Gain Tax etc.   

39 In 2019, Impact investing is estimated at USD 2.7 Billion (2019) by Impact Investors’ Council (India) Report 
2020 available at https://iiic.in/wp-content/uploads/2020/07/India-Impact-Investing-Story-June-2020.pdf 
accessed on 04, January’21 and philanthropy estimated at USD 8 Billion, Source: Bain available at 
https://www.bain.com/insights/india-philanthropy-report-2020/ accessed on 04 Jan, ‘21 



 

 
170 

Listing on the SSE would provide increased credibility through signalling and strong market 

standing to social enterprises and additionally getting access to new forms and a pool of capital. 

The practise of impact investing is still in the market-building phase, Freireich and Fulton 

(2009), Oleksiak et al. (2015). Hence caution against purpose-washed impact investing (‘Bad 

money’) would eventually crowd out ‘good money’ with good intention or as Gresham's law 

states, “cheap money drives out dear money if they must be exchanged for the same price”. 

Thus, the SSE must centralise the intention of social impact as the central principle. 

It is here that governments, through setting up platforms such as SSE, can set up impact 

investing norms, definitions, and the rules of play. This research contributes to the applied and 

pragmatic literature that aids in delineating the space of impact investing from business-as-

usual investing. This research creates a pragmatic understanding of principles and practices of 

impact investing, the central role of intention and makes significant contributions to public 

policy interests and SSEs across the world. Therefore, clearer definitions centred around the 

intention, business behaviour, corporate governance, social and environmental impacts, impact 

investing and SRI and ESG investing are imperative. 

6.6. Contributions to Social Enterprises and MFIs 

As Clarkin and Cangioni (2015) point out, practitioners have focussed on the opportunities in 

social entrepreneurship, few studies have addressed matching the practical implementation to 

theoretical constructs of impact investing. Having organised and the initial necessary 

infrastructure for building the innovation, actors in impact investing focus on implementation 

and adoption through practice. However, at this stage of development, before further 

acceptance as a mainstream practice, integrity and legitimacy of the practice will be imperative, 

Suchman (1995a).  

Many researchers and practitioners argue further that in the ensuing value capturing phase 

specialisation will increase, Freireich and Fulton (2009). But this must be accompanied by 

basic clarity on a few issues as the market expands, the interest in impact investing begins to 

gather steam and merge with mainstream participants. Impact investing as a practice still runs 

reputational risk emanating from misclassification, Goldman and Booker (2015), which 

requires a commonly accepted understanding, clarity and adoption of suitable code that 

separates ‘good’ from the ‘bad’, Thornley and Clark (2016), which may be achieved by 

regulation. Therefore, first better ways to assess social and environmental impact need to be 
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developed; and second, the impact must be underwritten on equal footing with financial 

underwriting, Addy et al (2019). 

Microfinance has been a significant sector that developed because of impact investments.  And 

conversely, microfinance was also instrumental in establishing the principles and practices of 

impact investing. Thus, an understanding of impact investments in microfinance in India leads 

to a better understanding of impact investing. The outcome of the study is addressing whether 

investments in microfinance qualify as impact investments by comparing the practices against 

the definition.  

Through careful analysis, the research provides an authoritative interpretation that has far-

reaching practicable insights into the usefulness of the definition of impact investments and its 

application to SEs, with microfinance in India (2010-2016) as a case-in-point. The study 

deepens the literature that seeks to explain the conditions under which SEs can accomplish 

social objectives while pursuing economic ones.  

At the theoretical level, the research contributes to the understanding of the behaviour and 

intentions of banks, impact investors, service providers who have been and are involved in the 

social enterprise sector – this is a key gap in current theories of microfinance, impact investing, 

and broadly all aspects of social finance.   
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Chapter 7: Limitations and Further Research 

7.1. Chapter Context 

The chapter provides some thought into potential alternatives, many of which were considered 

in the proposal stage, into alternative paradigms, research design, data collection, analyses 

techniques. Sections 7.2-7.4 explores three different methods: Grounded Theory, Paradox 

Theory and Structural Equation Modelling respectively. Section 7.5 delves into the specific 

instance of cooperatives, the relation cooperatives have with NGOs, impact investing and as 

an alternative institutional logic. Section 7.6 discusses the reliability metrics and specifically 

Cronbach’s Alpha and it is likely bearing on the overall research reliability and robustness. 

Finally, the Chapter concludes with Section 7.8 by acknowledging cognitive biases. A 

summary of the Chapter is given in Section 7.9. 

7.2. Alternative Methods – Grounded Theory 

Grounded Theory (GT) is the discovery and development of theory from emerging patterns in 

data (Glaser in Walsh, Holton et al 2015). GT uses a constant comparison process to find and 

conceptualise the hidden patterns and structures in the research question, here ‘the intention of 

social impact’. Initially, using an inductive approach the research builds substantive ‘codes’ 

from the data. As the theory develops, the GT method will direct and determine data collection 

points which, will lead to more focussed questions from subsequent respondents. Responses 

are sought till the ‘saturation’ of responses. Deductive reasoning completes the formulation of 

the theory.   

7.3. Alternative Methods – Paradox Theory 

The literature on organizational theory attributes organisational success to leaders’ abilities to 

identify and address competing priorities and manage conflicting demands. As part of 

management theory, institutional theory depicts and explains the nature of competing demands, 

laying out their oppositional nature and responses to resolve them. Organizational responses 

vary from directly making trade-offs, choosing battles and fending off pressures, confront or 

conform, to deploying strategies to actively managing conflict. This research has taken the 

institutional theory approach. Paradox theory provides an alternative. These two approaches 
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diverge in their assessment of, and responses to, tensions such as balancing the profit-

maximising maxim and the mission of social impact. Paradox theory provides a pathway to 

identify and manage conflicting demands as inherent within organizational systems, Sharma et 

al (2021). There is a sufficient body of scholarship on management practices that indicates that 

paradoxes are persistent, contradictory, interdependent, Smith and Tracey (2016), Schad et al. 

(2016). Further, paradoxes demand ongoing strategies for engaging and resolving tensions, 

Ibid. In that, the theoretical standpoint is similar to the discussion laid out in Chapter 1 on 

wicked problems. Paradox theory research seeks to explore sources of such tensions, the nature 

of tension, the dynamics and the issues relating to management, Carmine and Smith (2021). Of 

interest and relevance, paradox theory has been drawn on to address questions on sustainability 

(e.g., see Hahn et al (2014), Sharma and Bansal (2017), social impact, (e.g., Smith and 

Besharov (2019); Smith et al. (2013), and systems change Hahn and Knight (2019), Schad and 

Bansal (2018). Highlighting distinctions, while drawing from both these approaches, may 

result in a rich, generative theory that may better address key challenges in impact investing 

and social entrepreneurship. Thus, an application of paradox theory to the research topic at 

hand could provide an interesting perspective on the findings. 

7.4. Alternative Method – Structural Equation Modelling (SEM) 

Another approach could be to take a positivist paradigm by studying institutional isomorphism, 

mission drift, and organizational performance using a Structural Equation Modelling (SEM) 

based on survey data, e.g., Hersberger‐Langloh et al (2020) for their research on Swiss NPOs. 

Using SEM would be to create a theory in parallel, which could either endorse or refute the 

RAA. However, the objective in the research here was to be able to leverage applied research 

that would be practicable. Hence, the TRA /RAA was used. 

7.5. Cooperatives and Competing Institutional Logics 

The research also focuses on non-profit vs for-profit in the discourse on the legal structure. 

However, cooperatives as community development financial institutions, also form a part of 

an alternative institutional mechanism in the provision of microfinance. Cooperative as an 

alternative legal structure has been outside the scope of this research. Cooperative institutions 

are deemed fit to meet the needs of members such as farmers or artisan and could offer credit 

services to its members, Sarma (2019). Cooperative banks in India also exclusively serve their 
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members and are formally regulated. Cooperatives have generally not been seen as active 

MFIs, Anand (2018). In the Indian context, cooperative banks have the highest non-performing 

assets percentage (6%) and account for 6% of total loans outstanding (Status of Microfinance 

in India Report, 2018-’19). Though they have been counted as microfinance organisations; this 

research has stayed with the conventional definition and excluded cooperatives in this research. 

Cooperatives are outside the legal ambit for venture capital and equity impact investing (as 

defined in Section 2.10) but are permissible for debt impact investing, though international 

finance through external commercial borrowing by RBI is also highly regulated.  

The literature on competing logics emphasises either selecting one logic or combining the 

multiple logics, Besharov and Smith (2014), Thornton et al. (2015). This research contributes 

to the literature on the co-existence of multiple logics.  

Sarma (2019) contends that the field of microfinance in India reflects how multiple logics 

conflict, and can potentially co-exist, through various organizational sub-communities. 

Following Battilana and Dorado (2010), Sarma (2019) discusses management practices 

through two distinct institutional logics - banking logic and development logic. Development 

logic guides the MFIs to maximise social impact, which could be either by serving the poorest 

or serving at the lowest feasible interest rates patiently over a long period in time. On the other 

hand, banking logic encourages organisational behaviour that point toward practices such as 

skimming clients, targetting higher interest rate spreads, targetting lowest possible operating 

costs, optimising profits to sustain and expand the ongoing operation, while meeting regulatory 

and fiduciary obligations. Sarma (2019) contend that the widespread adoption of 

commercialization did not expunge the ‘impact-first’ models, the Bank-SHG models or the 

cooperative models which co-exist.  

Cooperative and rural financial institutions – e.g., Cooperative Banks, Cooperative Societies 

or Regional Rural Banks (RRBs) in India – which may have a different set of intention, 

behaviour, and stakeholder dynamics vis-à-vis their proclivity towards social impact or 

financial return and this institutional logic. In that, the findings agree with Sarma (2019) if we 

assume that cooperatives would exhibit impact-first. However, within the construct of non-

profit vs for-profit, our findings that the transition to a for-profit, both in intention and 
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behaviour, challenges the assertion that competing logics within a sector such as microfinance 

in India can and do co-exist40.  

Using data on 352 MFIs across the world, Djan and Mersland (2021) study the similarities and 

differences between NGOs and cooperatives. They find that cooperatives and NGOs have 

similar levels of profitability. They contend that cooperatives are more cost-efficient and 

charge lower interest rates. NGOs, on the other hand, are generally better in terms of managing 

social impact. A similar study that includes the various legal structures, such as for-profits, 

non-profits, cooperatives etc. in their organisational intentionality, behaviour and response can 

be a very interesting area for further research.  

7.6. Reliability Metrics – Beyond Cronbach’s Alpha 

Studies estimate that more than 95% of studies use Cronbach's alpha as a reliability coefficient, 

Cho and Kim (2015), McNeish (2017), Raykov and Marcoulides (2019) and, therefore, there 

is merit in taking the Cronbach’s alpha as the reliability coefficient.  Other reliability statistics 

such as Raykov's rho, ordinal alpha, and Revelle's beta, are discussed in recent literature to 

have improvements over Cronbach's alpha. There is also a growing body of literature including 

some with recent studies that recommend not using Cronbach’s alpha and instead recommend 

reliability coefficients alternatives based on SEM. Other measures include, but are not limited 

to, the Spearman-Brown formula, Greatest Lower Bound (GLB) as used by Van-Hulst and 

Posthumus (2016) in their RAA study such as Guttman's Lambda, Hoyt reliability etc. Taking 

cognisance of the deficiencies of Cronbach’s alpha, the research could potentially yield 

different results and interpretations, even on the same underlying data if the reliability metric 

were to be changed. A detailed comparative analysis is beyond the scope of the current research 

objectives but can be used in further research. 

 

 

 

40 This corroborates with the data on market share of the total loan outstanding: Commercial banks (39%), for-

profit MFIs registered as NBFC-MFIs (40%) or Small Finance Banks (20%). Non-profit MFIs (1%). 
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7.7. Cut-off Points  

The most frequently cited source of reliability measurement is Cronbach (1951), widely cited 

as Cronbach’s Alpha. According to a common interpretation, a criterion of 0.7 is universally 

used as acceptable, albeit often wrongly. The recommendation by Bland and Altman (1997) is 

that only in the early stage of research 0.7 as a cut-off may be used. For applied research, they 

recommend that a coefficient of 0.8 is preferable. For making important decisions, an alpha 

value of 0.95 (with a recommended minimum 0.9) is necessary. Since this is applied research, 

the Cronbach Alpha threshold of 0.8 has been considered as being sufficient. Further, where 

the reliability of Cronbach Alpha has a value near 0.8 such as 0.78, it is acceptable, Ibid. Since 

there is also a cost factor to be considered to increase reliability (by getting more data points), 

there is no need to have high reliability in all situations. In that, the attenuation paradox suggests 

that there is a trade-off between reliability and validity. High reliability may compromise 

content validity. For high content validity, each item should be constructed such that they 

unarguably represent the content being measured. Given the content of the discussion, this is 

difficult and highly interpretive. To increase reliability, a commonly used strategy is to cross-

examine by asking the same question in different ways and testing for consistency. However, 

this strategy was not feasible given the paucity of time available from the respondents i.e., 

senior management people. This could not be mitigated within the constraints of this research. 

This shortcoming may be overcome in further and future research. 

In pursuing the AHP, while CR > 0.1 is deemed desirable, it is not deemed critical per se. 

Reasonable weights can be obtained for CR 0.15-0.3, depending on the number of criteria, the 

project, the priorities and required accuracy, Abbas and Kocaoglu (2016). In pursuing the AHP 

through a Micrsoft Excel® based model, the three most inconsistent judgments were 

highlighted and reconstructed. While this helped bring the model to a near acceptable level of 

consistency, repeat responses to correct may lead to some response bias. Given that there is a 

reliance on memory for responses on a prior period, a reference to the classical work by Miller 

(1956) is advised by Saaty and Ozdemir (2003) for the AHP to keep the number of criteria in 

a range between 5 and 9 to account for the limit on the human ability to simultaneously process 

the data with accuracy and validity. 
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7.8. Cognitive Biases 

The research is exposed to multiple cognitive biases of respondents as well as the researcher 

that are largely centred on observation. There are grounds for preparing for interpretive bias, 

outcome, omission, and expectancy biases. A discussion on the bias of the researcher is 

embedded in Chapter 3, the methodology section in the discussion on the post-positivism 

paradigm. Bases these findings, positivist approaches are possible that can be an extension and 

validation of this study. Thus. by designing an experiment that consolidates the investment in 

Corporate Governance, Human capital development, Community development etc., as 

independent variables, the effects on a holistic return on investment, as a dependent variable, 

may be measured. This is within the broad framework of SROI analyses, which could subsume 

intention as demonstrated by behaviour and investment. The views and opinions of the 

researcher would not affect the results of such a study. 

In this research, survivorship bias is low since MFIs themselves are not part of the sampling 

frame.  The sampling frame has respondents from five strata. The strata include service 

providers, investment experience from banks as well as Venture Capital Funds that service 

both surviving and demised MFIs. For the same reason, consent bias, as described in Buckley 

et al. (2013), is mitigated. However, respondents may have a selective perception, may not 

have noticed, and forgotten quickly uncomfortable stimuli that contradict their prior beliefs. 

There may have been an inherent bias in the research since the sampling frame is selected from 

the investment community that was active in the period. There is no experimental control in 

terms of investors and actors (e.g., impact investors or Service Providers) who consciously 

chose to not have microfinance or MFIs in India in their portfolio.  

As part of the interviewer effect, respondents may project a self-image that conforms to the 

norms they attribute to the questions. Therefore, a source of bias is the sampling frame, i.e., the 

respondents are all from the investor community. The validation phase was done with double 

triangulation – methodological as ‘independent’ qualitative interviews with an out-of-sample 

data points. However, while discussing the findings of the study with donors and MFI 

promoters, it was only ‘face validation’ or reinforcement, which was deemed sufficient. More 

rigour in the methods of qualitative analysis as a research-generated construct that symbolizes 

or “translates” the data, Vogt et al. (2014)) may provide more depth and context to the 

attribution of interpreted meaning, pattern detection, categorization, assertion etc., Ridder 

(2014, Ch 4) 
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Acquiescence bias and social desirability bias may change the findings, Larson (2019). These 

biases introduce systematic errors that may affect the validity of the research due to 

confounding variables of attitudes and behaviours, Ibid. The general tendency is to provide a 

positive intention of various facets of social impact whether corporate governance, business 

behaviour or human capital. This could have resulted in some misplaced inferences on 

statistical significance and may have had important effects on coefficient sizes, if social 

desirability bias would have been statistically controlled for. While this risk was mitigated 

through a robust confidentiality mechanism, the follow-up interviews were in-person video-

based, which have been shown to elicit higher reporting of items with social-desirability bias, 

Wolter and Herold (2018), Nederhof (1985). While complex and indirect question techniques 

have been suggested to have mitigated such bias. However, these techniques can be confusing 

or potentially misunderstood by respondents. Given the respondents' profile of senior 

management and board members, substantial mitigation of the bias with detailed and complex 

questioning was not feasible in this study.  

The RAA, and its predecessor model TPB, are firmly established models for behaviour 

prediction. The RAA provides that contextual factors affect attitudes, perceived norms, and 

perceived control. No research, to the best of our knowledge and belief, has situated leadership 

intention and corporate behaviour within the context of impact investing. Yet, this study has 

the limitations of cross-sectional research designs. Although the findings have denoted 

directionality, attributable to the RAA methodology, this cannot be claimed with complete 

confidence with cross-sectional data alone. For a temporal analysis, the research can be 

replicated for another period of study for comparison. Similar research can also be conducted 

for MFIs microfinance elsewhere. A third dimension would be to investigate other impact 

sectors which are within the purview of impact investors e.g., healthcare, education, climate 

change, clean energy etc. 

7.9. Summary 

Paradoxes in organisational development are persistent, contradictory, and interdependent. 

Paradoxes are wicked problems: Paradoxes demand continuous engagement and resolutions. 

A study of the intention and behaviour in impact investing, social enterprises or microfinance 

can variously be done using paradox theory. Paradox Theory provides an alternative to manage 

competing and conflicting demands as an inherent property of organizations.  
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Yet another approach would be to take a positivist paradigm by studying organizational 

conduct-performance using a Structural Equation Modelling (SEM). SEM may be used to test 

hypotheses exploring relations between observed and latent variables. In the case of this 

research, the Reasoned Action Approach variables (called constructs) were taken as given. 

SEM can be used as an alternative methodology for estimating, and testing a theoretical 

network of relations between variables and representing that. While the focus on the 

institutional logics has been on non-profits another legal structure with a similar ‘impact-first’ 

institutional logic are cooperatives. However, cooperatives are outside the legal ambit for 

venture capital and equity impact investing. Though interesting, including cooperatives in the 

same study, would bring in intractable complexity in the research design. A similar study 

dedicated to cooperatives, with suitable changes, would provide the basis for an interesting 

comparison. 

The study primarily uses Cronbach’s Alpha as a measure of validity. Using other reliability 

metrics could potentially alter the findings. Further, the Cronbach’s Alpha cut-off point taken 

was 0.8, acceptable with applied research. However, lower tolerance levels (say, 0.9) may 

render a different set of interpretations. 

The study is a mixed qualitative-quantitative study. As is consistent with the post-positivist 

paradigm and various cognitive biases have been mitigated with the interpretivist approach. 

Nevertheless, future research can embark on methodologically different approaches which may 

include deploying alternative methods, more sophisticated techniques of data analyses and 

even collecting different datasets for research objectives comparable to this one. The objective 

of this chapter was to provide some points to consider for further research. 
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Appendix A: Defining Social Impact and Financial Return 

The relevant measures of social impact, as listed by Liern et al (2017), after making suitable 

changes from learning in the pilot phase are replicated below. Therefore, (i) human rights and 

human resources and (ii) environment and community involvement are merged as given below: 

 

The constituent elements of financial impact are adopted from DuPont Analysis, characterised 

under (i) Operating efficiency or profitability (ii) Asset use efficiency is measured by the Asset 

Figure A1: Description and definition of constituent elements of social impact 
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Turnover Ratio i.e., the ratio of loan portfolio asset to income and (iii) Leverage, as measured 

by the equity multiplier i.e., ratio of average assets to average equity.   
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Appendix B: Regulation of Microfinance in India (2011) 

The key constructs of this research may feed into regulation for impact investing. 

Microfinance regulation in India, provides a reference point and specifically, Malegam 

(2011), “Report of the Sub-Committee of the Central Board of Directors of Reserve 

Bank of India to Study Issues and Concerns in MFI Sector”, RBI.  

The terms of reference of the sub-committee were to review the definition of 

microfinance and MFIs, and particularly, for regulating NBFCs practicing 

microfinance and make suitable recommendations. In that context, the sub-committee 

was tasked to review the prevalent practices of MFIs. The practices were examined 

concerning interest rates, lending and recovery practices etc. to identify trends that 

impinge on poor microfinance borrowers’ interests. Further, the sub-committee was 

tasked to delineate the objectives and the scope of regulation. The sub-committee also 

examined the role, the responsibilities that eco-system providers such as networks and 

associations of MFIs could play in enhancing governance, accountability and 

transparency disclosure and best practices. The sub-committee also reviewed the terms 

and conditions and made appropriate recommendations, under which loans originated 

by MFIs would be classified as PSL and thereby review the adoption of standardized 

practices linked to ‘impact investing’ and MFI organisational behaviour. 

Thus, the literature synthesis, the research questions and the findings of this research 

may feed into public policy e.g., used for the Social Stock Exchange for impact 

investing in India. 
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Appendix C: Reasoned Action Approach Questionnaire  

RAA Questionnaire was the first part of the questionnaire administered. 

 

Source: Adapted from Yzer (2017) 

The sample questionnaire from Fishbein and Ajzen (2011) is the reference resource. 

Though Fishbein and Ajzen (2011) remark that, there is “no standard questionnaire”, 

more than 30 RAA peer-reviewed papers and their questionnaires were studied and 

were very similar in construct to the one administered, indicating standardisation. A 

comparable reference Sánchez-Medina et al. (2014) in their research on the impact and 

environmental management of SMEs. Mutatis mutandis, the respondents in the research 

are from the investment community to reflect the investors’ perspective on ESG impact. 

By defining social impact classified as (i) Corporate Governance, (ii) Business model 

and behaviour (iii) Human Resource and (iv) Community Involvement, how would you 

rate ‘impact investment of microfinance in India (2010-‘16)’ in terms of behavioural 

change. A Microsoft Excel model table was given that included the rating or behaviour 

and the Questionnaire. The RAA was applied to assess the intent of each impact 

Background 
Factors e.g.,

Demographics

Attitude 
towards  target

Religion/ faith

Culture

Persuasive 
messaging

Personality

Values

Knowledge Behaviour

Intention

Actual Control
- Skills / Self-Efficacy
- Environmental constraints

Perceived Behavioural Control
- Capacity
- Autonomy

Perceived Social Norms
- Injunctive (Pressure)
- Descriptive (Pressure)

Attitude towards behaviour
- Instrumental
- Experiential

Normative Beliefs 
x 

Motivation to Comply

Behavioural Beliefs 
x 

Evaluation

Control Beliefs 
x 

Facilitating power

Figure C1: The Reasoned Action Approach  
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behaviour listed above and the usefulness of the sample to be ready to be adopted ‘as 

is’ without necessitating changes.  

RAA Questionnaire 

1. Perceived Behavioural Control (PBC): To what extend do you agree with the 

following statements about your capacity? 

a) I am capable of initiating the impact in the portfolio companies 

b) I can control the process of implementing impact measures in the portfolio 

companies 

c) I am familiar with the uses of impact measures I can offer my portfolio 

companies 

d) I know what resources are required to implement impact measures 

e) If I take took measures to drive impact, I would have a high probability of 

obtaining satisfactory results 

f) If I took measures to drive impact, I would have a high probability of success 

 

 

2. Perceived Social Norms: To what extent do you think improvements in impact 

management are valued?  

a) In your immediate family  

b) Amongst your friends 

c) In your Company management  

d) Amongst your employees  

e) In your social setting  

f) Amongst your clients / your portfolio companies  

g) Amongst other stakeholders  

 

3. Intention to undertake impact measures: Indicate your degree of agreement with 

the following statements:  

a) I am willing to make an important contribution/effort to improve the impact 

of the portfolio companies  

b) One of my professional objectives is to achieve a portfolio of Companies that 

has a better impact 
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c) I will try hard to create and direct measures that contribute to improving the 

impact  

d) I am sure I want to take measures that improve the impact situation of the 

portfolio companies 

e) I will find out about subsidies and/or other types of financing that would help 

me to improve impact or impact management 

 

4. Attitude toward the Behaviour: Rate the following statements according to your 

level of agreement with them 

a) Taking impact measures would give me more advantages than disadvantages 

b) I find impact management quite attractive 

c) If I had the opportunity and resources, I would like to take impact measures 

d) Performing adequate impact management would give me great satisfaction 

e) Among other options for improvement, impact measures are a priority for me 
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Appendix D: The Working of the AHP  

The AHP technique follows a sequence of Level 1, 2 and 3 as shown in Figure D1, where:  

• Level 1 is the Goal, which is to choose between Social Impact vs Financial Impact from a 

RAR perspective in different scenarios within the boundaries given i.e., impact investments 

in microfinance in the 2010-2016 period. Only the notion of RAR is being used in this 

research and not specific risk measures. Therefore, these are individual judgements of the 

respondents. 

• Level 2 is the ‘Criteria’: Social Impact and identified for Financial Impact, where Social 

Impact and Financial Impact are both further categorised (Refer Figure D1).  

• Level 3 is the set of Alternatives: Ranking alternatives by respondents using their 

judgement with weightage as given in Table D1. 

 

 

Figure D1: Hierarchical Map 
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Value Verbal Judgement 

1 Equal importance of both elements 

3 … 

5 … 

7 … 

9 An element is ‘absolutely more important’ without a doubt more than 
the other. 

Reciprocal 

 

Whatever number between 1 and 9 the element i is assigned when 

compared to the element j, j has the reciprocal value when compared to 

i. E.g., if the Row “CG” and Col “BB” has an entry “2”, then Col “CG” 

and Row “BB” has the entry “½”. 

 

After the problem decomposition, the decision-makers’ judgments responses are sought 

based on forced choice conducted pairwise ‘A’ or ‘B’, on each combination of criteria. 

The responses are recorded along with the weightage of selection of choices. The 

financial criteria viz. profitability, asset turnover ratio and external leverage are 

successively compared pair by pair equitably with the social criteria viz., corporate 

governance, business behaviour, human rights, community involvement as given in the 

Matrix of Judgements. The relative importance is expressed on a pre-determined scale 

from 1 to 9 as given in Table D1. The project is modelled on a n x n matrix, (where n 

= 7 in this case). The comparison lead to the a matrix called, ‘Matrix of Judgments’, 

which is a representation of the relative importance between two elements.  

  

Table D1: Relative Importance as given by Saaty (2012) 
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  CG BB HR CI NPM ATR FL 

CG 1     3     3     4     3 5 5 

BB  3 1     5     4 7 5 7     

HR  1/3  1/5 1     4     2     3 6 

CI  1/4  1/4  1/4 1      2 4 4 

NPM  1/3  1/7  1/5 1/2     1      3 5 

ATR  1/5  1/5 1/3     1/4    1/3     1     3     

FL  1/5  1/7  1/6  1/4 1/5      1/3 1     

 

The numeric values are derived from the judgemental responses of the subjective 

preferences of individuals. Inconsistencies in responses are expected yielding 

incongruent data in the final matrix of judgments. To bring in the congruity in the data, 

the AHP calculates a consistency ratio (CR) comparing the consistency index (CI) of 

the Matrix of Judgements versus the consistency index of a random-like matrix (RI). 

Mathematically formulated CR = CI/RI, where RI scores are obtained by conducting 

random judgments for many simulated replications and  

 

CI = (lmax – n) / (n-1) 

 

Saaty (2012) has shown that a consistency ratio (CR) of 0.10 or less is acceptable. If 

the CR is greater than 0.10, the responses must be revised. 

 

 

Table D2: Matrix of Judgements  
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CR (%) Recommendation 

<= 10% Coherent and acceptable 

>10% Assessment needs revision  

Where N = number of criteria. Here, N = 7. 

The judgments in the comparison matrix is then combined using the geometric mean to arrive 

at the group judgement. AHP for group decision-making, Saaty and Peniwati (2013), and 

conflict resolution, Saaty and Alexander (2013) are referred. 

Calculating the AHP Consensus Indicator 

Goepel (2013) provides that the AHP consensus indicator is derived from Shannon alpha, 
beta and gamma entropy formulae (eq. 1). where n is the number of criteria and k is the 
number of decision makers. The calculations are based on the formulae as given below: 

(1) The beta entropy is given by: 

 

 

(2) The alpha entropy is given by: 

 

(3) The gamma entropy is given by: 

 

 

Table D3: Acceptable threshold of Consistency Ratio (CR)  
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with  

S is the similarity measure given in eq. 4.  

(4)   

 

S depends on n, the number of criteria. Using a linear transformation, S is mapped it to 
a range between 0 and 1 as given in eq. 5 

(5) Consensus (0% to 100%): 

 

In general, Dα min = 1 and Dγ max = n. In the AHP, Dα min is a function of the maximum 
scale value M (M = 9 for the fundamental AHP scale) and the number of criteria n 
(eq. 6).  

(6) 

 

 

The calculation of Dγ max purports that the respondents consider and each criterion 
M-times more important than the other (eq. 7). 

(7) 

 

Since the number of decision makers may be less than the number of criteria; with 
n=7 and k=67, n < k. Therefore, a complementing set of criteria can be prioritized 
as more important. As a result, the consolidated weights of the criteria are all equal.  
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Therefore, eq. 7 can be simplified to: 

(8)  

 

 

As a result, the AHP consensus indicator is obtained is: 

(9)  

(10) Therefore, the AHP Consensus is given by: 
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Appendix E: RAA Regression Tables 

I. Banks & Corporate Governance 

Table E.2.1(a): Banks - Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.986                

R Square         0.973                

Adjusted R 
Square         0.896                

Standard Error         1.172                

Observations 14               

                  

ANOVA                 

  Df SS MS F 
Significance 

F       

Regression         1.000     642.155     642.155  
   
467.802  5.58E-11       

Residual      13.000       17.845          1.373            

Total 14 660             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.277          0.059       21.629  
        
0.000          1.149  

        
1.404  

        
1.149  

        
1.404  
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Table E.2.1(b): Banks - Regression of Intention of Corporate Governance on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.999        Social Norms     

R Square         0.999        Perceived Control     

Adjusted R 
Square         0.898        Self-Efficacy     

Standard Error         0.218                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4    393.524  
     
98.381  ######## 2.54E-13       

Residual 10         0.476  
        
0.048            

Total 14 394             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.272          0.083  
        
3.264  

        
0.009          0.458  

        
0.086  

        
0.458  

        
0.086  

Social Norms         0.113          0.059  
        
1.916  

        
0.084          0.244  

        
0.018  

        
0.244  

        
0.018  

Perceived 
Control         0.464          0.077  

        
6.053  

        
0.000          0.293  

        
0.634  

        
0.293  

        
0.634  

Self-Efficacy         0.982          0.049  
     
20.084  

        
0.000          0.873  

        
1.091  

        
0.873  

        
1.091  
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Table E.2.1(c): Banks - Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.997        Social Norms     

R Square         0.993        Perceived Control     

Adjusted R 
Square         0.891        Self-Efficacy     

Standard Error         0.658                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4      655.67       163.92  
     
378.78  5.11E-10       

Residual 10           4.33            0.43            

Total 14 660             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.774          0.251          3.079  
        
0.012          0.214  

        
1.334  

        
0.214  

        
1.334  

Social Norms         0.235          0.177          1.324  
        
0.215          0.629  

        
0.160  

        
0.629  

        
0.160  

Perceived 
Control         0.511          0.231          2.214  

        
0.051          0.003  

        
1.025  

        
0.003  

        
1.025  

Self-Efficacy         0.516          0.147          3.502  
        
0.006          0.188  

        
0.844  

        
0.188  

        
0.844  
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II. Banks & Business Behaviour 

Table E.2.2(a): Banks - Regression of Business Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.986                

R Square         0.972                

Adjusted R 
Square         0.895                

Standard Error         1.201                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 641.2524 641.2524 444.6592 7.51E-11       

Residual 13 18.74757 1.442121           

Total 14 660             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.248          0.059       21.087  
        
0.000          1.120  

        
1.375  

        
1.120  

        
1.375  
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Table E.2.2(b): Banks - Regression of intention of social impact business behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.999        Social Norms     

R Square         0.998        Perceived Control     

Adjusted R 
Square         0.897        Self-Efficacy     

Standard Error         0.315                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 411.01 102.75 1032.91 5.71E-12       

Residual 10 0.99 0.10           

Total 14 412             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.368          0.121  
        
3.052  

        
0.012          0.636  

        
0.099  

        
0.636  

        
0.099  

Social Norms         0.114          0.085  
        
1.343  

        
0.209          0.075  

        
0.303  

        
0.075  

        
0.303  

Perceived 
Control         0.473          0.111  

        
4.273  

        
0.002          0.226  

        
0.719  

        
0.226  

        
0.719  

Self-Efficacy         0.873          0.071  
     
12.355  

        
0.000          0.715  

        
1.030  

        
0.715  

        
1.030  
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Table E.2.2(c): Banks - Regression of Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.997        Social Norms     

R Square         0.993        Perceived Control     

Adjusted R 
Square         0.891        Self-Efficacy     

Standard Error         0.658                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4      655.67       163.92  
     
378.78  5.11E-10       

Residual 10           4.33            0.43            

Total 14 660             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.774          0.251          3.079  
        
0.012          0.214  

        
1.334  

        
0.214  

        
1.334  

Social Norms         0.235          0.177          1.324  
        
0.215          0.629  

        
0.160  

        
0.629  

        
0.160  

Perceived 
Control         0.511          0.231          2.214  

        
0.051          0.003  

        
1.025  

        
0.003  

        
1.025  

Self-Efficacy         0.516          0.147          3.502  
        
0.006          0.188  

        
0.844  

        
0.188  

        
0.844  
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III. Banks & Human Resource Management  

Table E.2.3(a): Banks - Regression of Human Resource Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.956                

R Square         0.914                

Adjusted R 
Square         0.837                

Standard Error         1.228                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1    209.395     209.395  
   
138.851  5.92E-08       

Residual 13      19.605          1.508            

Total 14 229             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.120          0.095       11.783  
        
0.000          0.914  

        
1.325  

        
0.914  

        
1.325  
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Table E.2.3(b): Banks - Regression of Intention in Human Resource Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.996        Social Norms     

R Square         0.993        Perceived Control     

Adjusted R 
Square         0.891        Self-Efficacy     

Standard Error         0.344                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 165.819 41.455 351.144 7.17E-10       

Residual 10 1.181 0.118           

Total 14 167             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.468          0.111  
        
4.223  

        
0.002          0.715  

        
0.221  

        
0.715  

        
0.221  

Social Norms         0.184          0.065  
        
2.820  

        
0.018          0.039  

        
0.329  

        
0.039  

        
0.329  

Perceived 
Control         0.413          0.102  

        
4.032  

        
0.002          0.185  

        
0.641  

        
0.185  

        
0.641  

Self-Efficacy         0.802          0.091  
        
8.856  

        
0.000          0.601  

        
1.004  

        
0.601  

        
1.004  
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Table E.2.3(c): Banks - Regression of Behaviour on RAA Constructs  

SUMMARY OUTPUT               

      Behaviour On Attitude       

Regression Statistics       Social Norms     

Multiple R         0.993        Perceived Control     

R Square         0.986        Self-Efficacy     

Adjusted R 
Square         0.882                

Standard Error         0.565                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4      225.80          56.45  
     
176.64  1.53E-08       

Residual 10           3.20            0.32            

Total 14 229             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.556          0.182          3.051  
        
0.012          0.150  

        
0.963  

        
0.150  

        
0.963  

Social Norms         0.185          0.107          1.724  
        
0.115          0.424  

        
0.054  

        
0.424  

        
0.054  

Perceived 
Control         0.557          0.169          3.302  

        
0.008          0.181  

        
0.932  

        
0.181  

        
0.932  

Self-Efficacy         0.634          0.149          4.254  
        
0.002          0.302  

        
0.966  

        
0.302  

        
0.966  
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IV. Banks & Community Involvement 

Table E.2.4(a): Banks - Regression of Community Involvement on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.977                

R Square         0.955                

Adjusted R 
Square         0.878                

Standard Error         0.873                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1    209.089     209.089  
   
274.253  1.25E-09       

Residual 13         9.911          0.762            

Total 14 219             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         2.156          0.130       16.561  
        
0.000          1.874  

        
2.437  

        
1.874  

        
2.437  
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Table E.2.4(b): Banks - Regression of Intention of Banks for Community Involvement on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.992        Social Norms     

R Square         0.983        Perceived Control     

Adjusted R 
Square         0.879        Self-Efficacy     

Standard Error         0.273                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4      44.257  
     
11.064  

   
148.861  3.26E-08       

Residual 10         0.743  
        
0.074            

Total 14 45             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.357          0.130  
        
2.744  

        
0.021          0.647  

        
0.067  

        
0.647  

        
0.067  

Social Norms         0.196          0.077  
        
2.544  

        
0.029          0.024  

        
0.368  

        
0.024  

        
0.368  

Perceived 
Control         0.276          0.117  

        
2.361  

        
0.040          0.016  

        
0.537  

        
0.016  

        
0.537  

Self-Efficacy         0.348          0.069  
        
5.061  

        
0.000          0.195  

        
0.501  

        
0.195  

        
0.501  
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Table E.2.4(c): Banks - Regression of Community Involvement Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.987        Social Norms     

R Square         0.974        Perceived Control     

Adjusted R 
Square         0.866        Self-Efficacy     

Standard Error         0.758                

Observations 14               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4    213.248       53.312  
     
92.680  2.62E-07       

Residual 10         5.752          0.575            

Total 14 219             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.050          0.362          0.139  
        
0.893          0.757  

        
0.857  

        
0.757  

        
0.857  

Social Norms         0.419          0.215          1.954  
        
0.079          0.059  

        
0.897  

        
0.059  

        
0.897  

Perceived 
Control         0.603          0.326          1.852  

        
0.094          0.122  

        
1.329  

        
0.122  

        
1.329  

Self-Efficacy         0.205          0.191          1.074  
        
0.308          0.221  

        
0.632  

        
0.221  

        
0.632  
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V. General Partners & Corporate Governance 

Table E.3.1(a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

      Corporate Governance       

Regression Statistics   Behaviour on  Intention       

Multiple R 0.887               

R Square 0.786               

Adjusted R 
Square 0.731               

Standard Error 2.662               

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 1 469.465 
469.465

2 66.2593 2.88E-07       

Residual 18 127.534 
7.08526

7           

Total 19 597             

                  

  
Coefficient

s 
Standard 

Error t Stat P-value Lower 95% 
Uppe
r 95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.311  
        
0.161  

        
8.140  

        
0.000          0.973  

        
1.650  

        
0.973  

        
1.650  
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Table E.3.1 (b): Regression of Intention of Corporate Governance on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R 0.960       Social Norms     

R Square 0.922       Perceived Control     

Adjusted R 
Square 0.839       Self-Efficacy     

Standard 
Error 1.195               

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 
251.593

7 
62.8984

2 
44.0746

4 8.73E-08       

Residual 15 
21.4063

3 
1.42708

9           

Total 19 273             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Uppe
r 95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.889  
        
0.326  

        
2.730  

        
0.016          0.195  

        
1.584  

        
0.195  

        
1.584  

Social 
Norms         0.626  

        
0.280  

        
2.232  

        
0.041          0.028  

        
1.224  

        
0.028  

        
1.224  

Perceived 
Control         1.568  

        
0.593  

        
2.645  

        
0.018          2.831  

        
0.304  

        
2.831  

        
0.304  

Self-
Efficacy         0.249  

        
0.630  

        
0.395  

        
0.698          1.094  

        
1.592  

        
1.094  

        
1.592  
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Table E.3.1 (c): Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R 
        
0.988        Social Norms     

R Square 
        
0.975        Perceived Control     

Adjusted R 
Square 

        
0.904        Self-Efficacy     

Standard 
Error 

        
0.991                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 
582.262

2 145.5656 
148.15

6 2.73E-11       

Residual 15 
14.7377

7 0.983           

Total 19 597             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.331  
        
0.270  

        
1.226  

        
0.239          0.908  

        
0.245  

        
0.908  

        
0.245  

Social 
Norms         0.807  

        
0.233  

        
3.467  

        
0.003          0.311  

        
1.302  

        
0.311  

        
1.302  

Perceived 
Control         0.882  

        
0.492  

        
1.793  

        
0.093          0.166  

        
1.930  

        
0.166  

        
1.930  

Self-
Efficacy         0.269  

        
0.523  

        
0.515  

        
0.614          1.384  

        
0.845  

        
1.384  

        
0.845  
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VI. General Partners & Business Behaviour 

Table E.3.2 (a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R 0.987               

R Square 0.974               

Adjusted R 
Square 0.918               

Standard 
Error 0.556               

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 1 205.4351 205.4351 664.493 4.57E-15       

Residual 18 5.564885 0.30916           

Total 19 211             

                  

  Coefficients 
Standard 

Error t Stat P-value 
Lower 
95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

I          0.885  
        
0.034  

     
25.778  

        
0.000          0.813  

        
0.958  

        
0.813  

        
0.958  
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Table E.3.2 (b): Regression of Intention of Corporate Governance Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.999        Social Norms     

R Square         0.997        Perceived Control     

Adjusted R 
Square         0.930        Self-Efficacy     

Standard 
Error         0.220                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 261.272 65.3180 1346.281 6.29E-18       

Residual 15 
0.72776

1 
0.04851

7           

Total 19 262             

                  

  Coefficients 
Standard 

Error t Stat P-value 
Lower 
95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.210  
        
0.050  

        
4.212  

        
0.001          0.104  

        
0.316  

        
0.104  

        
0.316  

Social Norms         0.023  
        
0.230  

        
0.100  

        
0.921          0.468  

        
0.514  

        
0.468  

        
0.514  

Perceived 
Control         0.709  

        
0.142  

        
4.983  

        
0.000          0.406  

        
1.012  

        
0.406  

        
1.012  

Self-Efficacy         0.022  
        
0.235  

        
0.092  

        
0.928          0.480  

        
0.523  

        
0.480  

        
0.523  
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Table E.3.2 (c): Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R 0.997975       Social Norms     

R Square 0.995954       Perceived Control     

Adjusted R 
Square 0.928478       Self-Efficacy     

Standard 
Error 0.238581               

Observation
s 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 
   
210.146  

     
52.537  922.97 8.76E-17       

Residual 15 
        
0.854  

        
0.057            

Total 19 211             

                  

  Coefficients 
Standard 

Error t Stat 
P-

value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.135  
        
0.054  

        
2.508  

        
0.024          0.250  

        
0.020  

        
0.250  

        
0.020  

Social Norms         0.136  
        
0.249  

        
0.544  

        
0.595          0.396  

        
0.667  

        
0.396  

        
0.667  

Perceived 
Control         0.010  

        
0.154  

        
0.066  

        
0.948          0.339  

        
0.318  

        
0.339  

        
0.318  

Self-Efficacy         0.900  
        
0.255  

        
3.533  

        
0.003          0.357  

        
1.443  

        
0.357  

        
1.443  
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VII. General Partners & Human Resource Management  

Table E.3.3 (a): Regression of Human Resource Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R 
        
0.977                

R Square 
        
0.954                

Adjusted R 
Square 

        
0.899                

Standard Error 
        
1.250                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 1 
   
585.895  

   
585.895  375.234 5.04E-13       

Residual 18 
     
28.105  

        
1.561            

Total 19 614             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.041  
        
0.054  

     
19.371  

        
0.000          0.928  

        
1.154  

        
0.928  

        
1.154  
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Table E.3.3 (b): Regression of Intention of Human Resources behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.990        Social Norms     

R Square         0.979        Perceived Control     

Adjusted R 
Square         0.908        Self-Efficacy     

Standard 
Error 

        
0.865                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 529.770 132.442 176.915 8.13E-12       

Residual 15 11.2293 0.74862           

Total 19 541             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Uppe
r 95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.833  
        
0.345  

        
2.413  

        
0.029          0.097  

        
1.568  

        
0.097  

        
1.568  

Social 
Norms         0.316  

        
0.184  

        
1.723  

        
0.106          0.075  

        
0.707  

        
0.075  

        
0.707  

Perceived 
Control         0.244  

        
0.289  

        
0.844  

        
0.412          0.372  

        
0.859  

        
0.372  

        
0.859  

Self-Efficacy         0.189  
        
0.124  

        
1.522  

        
0.149          0.455  

        
0.076  

        
0.455  

        
0.076  
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Table E.3.3 (c): Regression of Human Resource Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics               

Multiple R         0.993                

R Square         0.985                

Adjusted R 
Square         0.915                

Standard 
Error         0.780                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 
   
604.871  

   
151.21 

248.47
6 7.88E-13       

Residual 15 
        
9.129  

        
0.609            

Total 19 614             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         1.191  
        
0.311  

        
3.829  

        
0.002          0.528  

        
1.854  

        
0.528  

        
1.854  

SN         0.150  
        
0.166  

        
0.904  

        
0.380          0.203  

        
0.502  

        
0.203  

        
0.502  

PBC         0.161  
        
0.260  

        
0.617  

        
0.547          0.394  

        
0.716  

        
0.394  

        
0.716  

SE         0.224  
        
0.112  

        
1.996  

        
0.064          0.463  

        
0.015  

        
0.463  

        
0.015  
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VIII. General Partners & Community Involvement 

Table E.4.1 (a): Regression of Community Involvement Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R 
        
0.887                

R Square 
        
0.786                

Adjusted R 
Square 

        
0.731                

Standard 
Error 

        
2.662                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 1 469.465 469.465 66.2593 2.88E-07       

Residual 18 127.534 7.08526           

Total 19 597             

                  

  Coefficients 
Standard 

Error t Stat P-value 
Lower 
95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.311  
        
0.161  

        
8.140  

        
0.000          0.973  

        
1.650  

        
0.973  

        
1.650  
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Table E.4.1 (b): Regression of Intention of Community Involvement on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R 
        
0.960        Social Norms     

R Square 
        
0.922        Perceived Control     

Adjusted R 
Square 

        
0.839        Self-Efficacy     

Standard 
Error 

        
1.195                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 251.593 62.8984 44.0746 8.73E-08       

Residual 15 21.4063 1.42708           

Total 19 273             

                  

  Coefficients 
Standard 

Error t Stat P-value 
Lower 
95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.889  
        
0.326  

        
2.730  

        
0.016          0.195  

        
1.584  

        
0.195  

        
1.584  

Social 
Norms         0.626  

        
0.280  

        
2.232  

        
0.041          0.028  

        
1.224  

        
0.028  

        
1.224  

Perceived 
Control         1.568  

        
0.593  

        
2.645  

        
0.018          2.831  

        
0.304  

        
2.831  

        
0.304  

Self-Efficacy         0.249  
        
0.630  

        
0.395  

        
0.698          1.094  

        
1.592  

        
1.094  

        
1.592  
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Table E.4.1 (c): Regression of Community Involvement Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics               

Multiple R 
        
0.988                

R Square 
        
0.975                

Adjusted R 
Square 

        
0.904                

Standard 
Error 

        
0.991                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significanc

e F       

Regression 4 582.262 145.565 148.155 2.73E-11       

Residual 15 14.7377 0.98251           

Total 19 597             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         0.331  
        
0.270  

        
1.226  

        
0.239          0.908  

        
0.245  

        
0.908  

        
0.245  

SN         0.807  
        
0.233  

        
3.467  

        
0.003          0.311  

        
1.302  

        
0.311  

        
1.302  

PBC         0.882  
        
0.492  

        
1.793  

        
0.093          0.166  

        
1.930  

        
0.166  

        
1.930  

SE         0.269  
        
0.523  

        
0.515  

        
0.614          1.384  

        
0.845  

        
1.384  

        
0.845  
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IX. Limited Partners & Corporate Governance 

Table E.5.1 (a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics               

Multiple R         0.973    Behaviour on  Intention       

R Square         0.947                

Adjusted R 
Square         0.892                

Standard Error         0.685                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1    151.561     151.561  
   
323.266  1.69E-12       

Residual 18         8.439          0.469            

Total 19 160             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         0.671          0.037       17.980  
        
0.000          0.592  

        
0.749  

        
0.592  

        
0.749  
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Table E.5.1 (b): Regression of Intention of Corporate Governance on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.998        Social Norms     

R Square         0.997        Perceived Control     

Adjusted R 
Square         0.929        Self-Efficacy     

Standard Error         0.280                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 335.8224 83.9556 1069.393 3.14E-17       

Residual 15 1.177616 0.078508           

Total 19 337             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.322          0.138  
        
2.331  

        
0.034          0.028  

        
0.616  

        
0.028  

        
0.616  

Social Norms         0.218          0.062  
        
3.499  

        
0.003          0.085  

        
0.351  

        
0.085  

        
0.351  

Perceived 
Control         0.191          0.300  

        
0.637  

        
0.533          0.831  

        
0.449  

        
0.831  

        
0.449  

Self-Efficacy         0.581          0.315  
        
1.841  

        
0.085          0.092  

        
1.253  

        
0.092  

        
1.253  
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Table E.5.1 (c): Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics               

Multiple R         0.991    Behaviour On Attitude       

R Square         0.982        Social Norms     

Adjusted R 
Square         0.912        Perceived Control     

Standard Error         0.433        Self-Efficacy     

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 157.183 39.29574 209.2402 2.57E-12       

Residual 15 2.817032 0.187802           

Total 19 160             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.414          0.214          1.939  
        
0.071          0.041  

        
0.870  

        
0.041  

        
0.870  

Social Norms         0.236          0.096          2.449  
        
0.027          0.442  

        
0.031  

        
0.442  

        
0.031  

Perceived 
Control         0.288          0.464          0.621  

        
0.544          0.702  

        
1.278  

        
0.702  

        
1.278  

Self-Efficacy         0.451          0.488          0.924  
        
0.370          0.589  

        
1.491  

        
0.589  

        
1.491  
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X. Limited Partners & Business Behaviour 

Table E.5.2 (a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.976                

R Square         0.953                

Adjusted R 
Square         0.898                

Standard 
Error         0.779                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 223.089136 223.08914 368.037273 5.9E-13       

Residual 18 10.9108635 0.6061591           

Total 19 234             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         0.788  
            
0.041  

        
19.184  

            
0.000          0.702  

        
0.875  

        
0.702  

        
0.875  
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Table E.5.2 (b): Regression of Intention of Corporate Governance Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.990        Social Norms     

R Square         0.980        Perceived Control     

Adjusted R 
Square         0.910        Self-Efficacy     

Standard 
Error         0.689                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 351.87 87.97 185.14 5.96E-12       

Residual 15 7.13 0.48           

Total 19 359             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         2.125  
            
0.239  

          
8.906  

            
0.000          1.616  

        
2.633  

        
1.616  

        
2.633  

SN         0.878  
            
0.209  

          
4.193  

            
0.001          0.432  

        
1.325  

        
0.432  

        
1.325  

PBC         0.677  
            
0.180  

          
3.768  

            
0.002          1.061  

        
0.294  

        
1.061  

        
0.294  

SE         0.440  
            
0.208  

          
2.112  

            
0.052          0.884  

        
0.004  

        
0.884  

        
0.004  
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Table E.5.2 (c): Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.994        Social Norms     

R Square         0.987        Perceived Control     

Adjusted R 
Square         0.918        Self-Efficacy     

Standard 
Error         0.445                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 
       
231.030  

        
57.758  

       
291.747  2.6E-13       

Residual 15 
            
2.970  

          
0.198            

Total 19 234             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         1.257  
            
0.154  

          
8.160  

            
0.000          0.928  

        
1.585  

        
0.928  

        
1.585  

Social Norms         0.026  
            
0.135  

          
0.194  

            
0.849          0.262  

        
0.314  

        
0.262  

        
0.314  

Perceived 
Control         0.424  

            
0.116  

          
3.657  

            
0.002          0.672  

        
0.177  

        
0.672  

        
0.177  

Self-Efficacy         0.490  
            
0.134  

          
3.642  

            
0.002          0.203  

        
0.776  

        
0.203  

        
0.776  
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XI. Limited Partners & Human Resource Management  

Table E.5.3 (a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.976                

R Square         0.952                

Adjusted R 
Square         0.897                

Standard Error         0.788                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1    222.820     222.820  
   
358.747  7.27E-13       

Residual 18      11.180          0.621            

Total 19 234             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         0.650          0.034       18.941  
        
0.000          0.578  

        
0.722  

        
0.578  

        
0.722  
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Table E.5.3 (b): Regression of Intention of Corporate Governance on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.992        Social Norms     

R Square         0.985        Perceived Control     

Adjusted R 
Square         0.915        Self-Efficacy     

Standard Error         0.733                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 519.936 129.984 241.779 9.52E-13       

Residual 15 8.064 0.538           

Total 19 528             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         2.120          0.267  
        
7.940  

        
0.000          1.551  

        
2.689  

        
1.551  

        
2.689  

Social Norms         0.882          0.211  
        
4.188  

        
0.001          0.433  

        
1.330  

        
0.433  

        
1.330  

Perceived 
Control         0.542          0.201  

        
2.698  

        
0.017          0.969  

        
0.114  

        
0.969  

        
0.114  

Self-Efficacy         0.256          0.207  
        
1.233  

        
0.237          0.697  

        
0.186  

        
0.697  

        
0.186  
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Table E.5.3 (c): Regression of Corporate Governance Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.995        Social Norms     

R Square         0.990        Perceived Control     

Adjusted R 
Square         0.921        Self-Efficacy     

Standard Error         0.404                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4    231.549       57.887  
   
354.311  6.8E-14       

Residual 15         2.451          0.163            

Total 19 234             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         1.335          0.147          9.071  
        
0.000          1.022  

        
1.649  

        
1.022  

        
1.649  

Social Norms         0.150          0.116          1.291  
        
0.216          0.097  

        
0.397  

        
0.097  

        
0.397  

Perceived 
Control         0.534          0.111          4.823  

        
0.000          0.770  

        
0.298  

        
0.770  

        
0.298  

Self-Efficacy         0.518          0.114          4.530  
        
0.000          0.274  

        
0.761  

        
0.274  

        
0.761  
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XII. Limited Partners & Community Involvement 

Table E.5.4 (a): Regression of Corporate Governance Behaviour on Intention 

SUMMARY OUTPUT                

                  

 Regression Statistics    Behaviour on  Intention       

 Multiple R          0.933                

 R Square          0.871                

 Adjusted R 
Square          0.815                

 Standard 
Error          2.132                

 Observations                19                

                  

 ANOVA                  

   df   SS   MS   F  

 
Significance 

F        

 Regression          1.000     550.209     550.209  
   
121.086          0.000        

 Residual       18.000       81.791          4.544            

 Total       19.000     632.000              

                  

  
 

Coefficients  
 Standard 

Error   t Stat   P-value   Lower 95%  
 Upper 

95%  
 Lower 
95.0%  

 Upper 
95.0%  

 Intercept                 -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

 Intention          2.866          0.260       11.004  
        
0.000          2.319  

        
3.413  

        
2.319  

        
3.413  
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Table E.5.4 (b): Regression of Intention of Corporate Governance on RAA Constructs 

SUMMARY OUTPUT                

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.998        Social Norms     

R Square         0.996        Perceived Control     

Adjusted R 
Square         0.928        Self-Efficacy     

Standard Error         0.141                

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4         66.70  
        
16.68  

     
838.49  1.71E-16       

Residual 15           0.30  
          
0.02            

Total 19 67             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.360          0.130  
        
2.774  

        
0.014          0.083  

        
0.637  

        
0.083  

        
0.637  

Social Norms         0.083          0.222  
        
0.372  

        
0.715          0.556  

        
0.391  

        
0.556  

        
0.391  

Perceived 
Control         0.765          0.142  

        
5.383  

        
0.000          0.462  

        
1.069  

        
0.462  

        
1.069  

Self-Efficacy         0.023          0.077  
        
0.291  

        
0.775          0.187  

        
0.142  

        
0.187  

        
0.142  
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Table E.5.4 (c): Regression of Corporate Governance Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R 0.956       Social Norms     

R Square 0.914       Perceived Control     

Adjusted R 
Square 0.830       Self-Efficacy     

Standard Error 1.907               

Observations 19               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 577.445 144.361 39.69212 1.71E-07       

Residual 15 54.555 3.637           

Total 19 632             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         2.589          1.756          1.474  
        
0.161          1.154  

        
6.332  

        
1.154  

        
6.332  

Social Norms         1.343          3.003          0.447  
        
0.661          7.745  

        
5.058  

        
7.745  

        
5.058  

Perceived 
Control         0.002          1.923          0.001  

        
0.999          4.097  

        
4.101  

        
4.097  

        
4.101  

Self-Efficacy         2.088          1.045          1.998  
        
0.064          0.139  

        
4.315  

        
0.139  

        
4.315  

 

 

 



 

 
284 

XIII. Service Providers & Corporate Governance 

Table E.5.1 (a): Regression of Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour on  Intention       

Multiple R         0.943                

R Square         0.890                

Adjusted R 
Square         0.818                

Standard Error         1.453                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 238.4587 238.4587 113.0087 8.81E-08       

Residual 14 29.54128 2.110092           

Total 15 268             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.046          0.098       10.631  
        
0.000          0.835  

        
1.257  

        
0.835  

        
1.257  
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Table E.5.1 (b): Regression of Intention on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.993        Social Norms     

R Square         0.987        Perceived Control     

Adjusted R 
Square         0.892        Self-Efficacy     

Standard Error         0.509                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 215.1513 
     
53.788  207.694 1.41E-09       

Residual 11 2.848739 
        
0.259            

Total 15 218             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         0.565          0.187  
        
3.015  

        
0.012          0.153  

        
0.978  

        
0.153  

        
0.978  

SN         0.449          0.182  
        
2.466  

        
0.031          0.849  

        
0.048  

        
0.849  

        
0.048  

PBC         0.443          0.129  
        
3.444  

        
0.005          0.726  

        
0.160  

        
0.726  

        
0.160  

SE         1.248          0.267  
        
4.665  

        
0.001          0.659  

        
1.836  

        
0.659  

        
1.836  
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Table E.5.1 (c): Regression of Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R         0.998        Social Norms     

R Square         0.996        Perceived Control     

Adjusted R 
Square         0.904        Self-Efficacy     

Standard Error         0.308                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 266.9564 66.7391 703.4644 3.33E-12       

Residual 11 1.043592 0.094872           

Total 15 268             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         0.733          0.113          6.458  
        
0.000          0.483  

        
0.982  

        
0.483  

        
0.982  

SN         0.142          0.110          1.286  
        
0.225          0.101  

        
0.384  

        
0.101  

        
0.384  

PBC         0.621          0.078          7.980  
        
0.000          0.450  

        
0.793  

        
0.450  

        
0.793  

SE         0.444          0.162          2.744  
        
0.019          0.801  

        
0.088  

        
0.801  

        
0.088  
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XIV. Service Providers & Business Behaviour 

Table E.5.2 (a): Regression of Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics     Behaviour on  Intention     

Multiple R         0.973                

R Square         0.946                

Adjusted R 
Square         0.875                

Standard 
Error         0.993                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 243.2067 243.2067 246.8507 7.78E-10       

Residual 14 13.79333 0.985238           

Total 15 257             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         1.273          0.081  
     
15.711          0.000          1.100  

        
1.447  

        
1.100  

        
1.447  
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Table E.5.2 (b): Regression of Intention on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R         0.999        Social Norms     

R Square         0.997        Perceived Control     

Adjusted R 
Square         0.905        Self-Efficacy     

Standard Error         0.197                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 149.5717 37.39291 960.2538 7.07E-13       

Residual 11 0.428347 0.038941           

Total 15 150             

                  

  Coefficients 
Standard 
Error t Stat P-value Lower 95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         0.856          0.077  
     
11.154  

        
0.000          0.687  

        
1.025  

        
0.687  

        
1.025  

SN         0.642          0.116  
        
5.560  

        
0.000          0.388  

        
0.897  

        
0.388  

        
0.897  

PBC       -0.186          0.082  
      -
2.262  

        
0.045        -0.368  

      -
0.005  

      -
0.368  

      -
0.005  

SE       -0.413          0.165  
      -
2.496  

        
0.030        -0.776  

      -
0.049  

      -
0.776  

      -
0.049  
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Table E.5.2 (c): Regression of Behaviour on RAA Constructs  

Regression Statistics               

Multiple R         0.998    Behaviour On Attitude       

R Square         0.995        Social Norms     

Adjusted R 
Square         0.903        Perceived Control     

Standard Error         0.324        Self-Efficacy     

Observations      15                

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 255.8424 63.9606 607.7733 6.9E-12       

Residual 11 1.157614 0.105238           

Total 15 257             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

A         0.927          0.126          7.344  
        
0.000          0.649  

        
1.205  

        
0.649  

        
1.205  

SN         0.902          0.190          4.748  
        
0.001          1.320  

        
0.484  

        
1.320  

        
0.484  

PBC         0.123          0.135          0.911  
        
0.382          0.175  

        
0.422  

        
0.175  

        
0.422  

SE         1.022          0.272          3.763  
        
0.003          0.424  

        
1.621  

        
0.424  

        
1.621  
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XV. Service Providers & Human Resource Management  

Table E.5.3 (a): Regression of Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics     Behaviour       

Multiple R         0.971      Intention         

R Square         0.943                

Adjusted R 
Square         0.871                

Standard Error         0.722                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 119.7067 119.7067 229.7843 1.21E-09       

Residual 14 7.293333 0.520952           

Total 15 127             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         0.893          0.059  
     
15.159  

        
0.000          0.767  

        
1.020  

        
0.767  

        
1.020  
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Table E.5.3 (b): Regression of Intention on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R 0.998       Social Norms     

R Square 0.997       Perceived Control     

Adjusted R 
Square 0.905       Self-Efficacy     

Standard Error 0.204               

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 149.5428 37.38569 899.3964 9.8E-13       

Residual 11 0.457243 0.041568           

Total 15 150             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         1.670          0.143  
     
11.657  

        
0.000          1.355  

        
1.986  

        
1.355  

        
1.986  

Social Norms         0.328          0.130  
        
2.520  

        
0.028          0.042  

        
0.614  

        
0.042  

        
0.614  

Perceived 
Control         1.107          0.187  

        
5.907  

        
0.000          1.519  

        
0.694  

        
1.519  

        
0.694  

Self-Efficacy         0.317          0.128  
        
2.467  

        
0.031          0.034  

        
0.599  

        
0.034  

        
0.599  
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Table E.5.3 (c): Regression of Behaviour on RAA Constructs  

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R 0.990       Social Norms     

R Square 0.979       Perceived Control     

Adjusted R 
Square 0.883       Self-Efficacy     

Standard Error 0.491               

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 124.3501 31.08751 129.0454 1.46E-08       

Residual 11 2.649942 0.240904           

Total 15 127             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.320          0.345          0.927  
        
0.374          0.439  

        
1.079  

        
0.439  

        
1.079  

Social Norms         0.390          0.313          1.244  
        
0.239          1.079  

        
0.300  

        
1.079  

        
0.300  

Perceived 
Control         0.478          0.451          1.061  

        
0.312          0.514  

        
1.471  

        
0.514  

        
1.471  

Self-Efficacy         0.268          0.309          0.869  
        
0.404          0.412  

        
0.948  

        
0.412  

        
0.948  
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XVI. Service Providers & Community Involvement 

Table E.5.4 (a): Regression of Behaviour on Intention 

SUMMARY OUTPUT               

                  

Regression Statistics     Behaviour       

Multiple R         0.984      on          

R Square         0.967      Intention         

Adjusted R 
Square         0.896                

Standard Error         0.543                

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 1 122.8645 122.8645 415.9376 2.97E-11       

Residual 14 4.135484 0.295392           

Total 15 127             

                  

  Coefficients 
Standard 
Error t Stat P-value Lower 95% 

Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Intention         0.890          0.044  
     
20.395  

        
0.000          0.797  

        
0.984  

        
0.797  

        
0.984  
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Table E.5.4 (b): Regression of Intention on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Intention On Attitude       

Multiple R 0.9992       Social Norms     

R Square 0.9983       Perceived Control     

Adjusted R 
Square 0.9070       Self-Efficacy     

Standard Error 0.1536               

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 154.7404 38.6851 1639.129 4.91E-14       

Residual 11 0.259611 0.023601           

Total 15 155             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept                -    #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         1.121          0.061       18.500  
        
0.000          0.988  

        
1.254  

        
0.988  

        
1.254  

Social Norms         0.091          0.041  
        
2.211  

        
0.049          0.181  

        
0.000  

        
0.181  

        
0.000  

Perceived 
Control         0.096          0.042  

        
2.281  

        
0.043          0.003  

        
0.188  

        
0.003  

        
0.188  

Self-Efficacy         0.142          0.058  
        
2.435  

        
0.033          0.270  

        
0.014  

        
0.270  

        
0.014  
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Table E.5.4 (c): Regression of Behaviour on RAA Constructs 

SUMMARY OUTPUT               

                  

Regression Statistics   Behaviour On Attitude       

Multiple R 0.989       Social Norms     

R Square 0.978       Perceived Control     

Adjusted R 
Square 0.880       Self-Efficacy     

Standard Error 0.510               

Observations 15               

                  

ANOVA                 

  df SS MS F 
Significance 

F       

Regression 4 124.1431 31.03578 119.4982 2.13E-08       

Residual 11 2.856893 0.259718           

Total 15 127             

                  

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 0 #N/A #N/A #N/A #N/A #N/A #N/A #N/A 

Attitude         0.692          0.201          3.444  
        
0.005          0.250  

        
1.135  

        
0.250  

        
1.135  

Social Norms         0.170          0.136          1.251  
        
0.237          0.470  

        
0.129  

        
0.470  

        
0.129  

Perceived 
Control         0.276          0.139          1.981  

        
0.073          0.031  

        
0.582  

        
0.031  

        
0.582  

Self-Efficacy         0.018          0.193          0.095  
        
0.926          0.406  

        
0.443  

        
0.406  

        
0.443  
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Appendix F: Anthology of Transcripts for Validating the Findings 

Transcript Extract In vivo Code Category 
“…grants were not sustainable...There 
was only one option: Transform or 
perish...We didn’t see that with the 
pace of continuing in non-profit 
mode…We had ambition…We saw 
some of the others do and it seemed to 
work…we liked doing well and doing 
good. So, we adopted the same…”  

Transform or Perish Isomorphism 
We had ambition Financial Returns 
it seemed to work   

Doing well and doing 
good   

“…so much copy-paste in the sector 
that… In fact, some of us got 
documents from service providers with 
the name of another MFI and some got 
bank loans to sign with the names of 
other MFIs…these are common jokes/ 
anecdotes…” 

copy-paste in the sector Isomorphism 

“…When we got the standard industry 
term sheet, we noticed that the VCs 
had many protections …’minority 
shareholder rights’ …and also 
financial performance-linked 
terms…such as ratchets, anti-dilution, 
drag along, tag along, and so many 
others…Since we were bankers, we 
didn’t agree to them… but we were a 
rarity since the industry coming from 
NGOs seemed to have agreed on many 
of these, which became a norm. 
Clearly, the focus was financial return 
for everyone. In our case, we also 
prioritised financial returns but it was 
based on professionally conducting 
the business and we didn’t get 
manipulated by the investment speak!” 

the standard term sheet Financial Returns 

the focus was financial 
return for everyone   

have agreed on many of 
these, which became a 
norm 

  

financial performance-
linked terms… Isomorphism 

“Given where we were and where we 
came from, our intention was to be the 
last one standing…so performing 
(financially) well was critical…" 

performing (financially) 
well was critical… Financial Returns 

“Corporate Governance is not only 
social impact. If you look at it like 
ESG compliance, governance sits 
there. But then, corporate governance 
has also been a financial metric for 
years…” 

Corporate Governance has 
also been a financial 
metric 

Financial Returns 

Corporate Governance is 
not only social impact Social Impact  

  Corporate 
Governance 
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“Of course, all businesses have 
difficult choices to make. The choices 
before us were around managing 
investors, regulators and 
competition...”  

choices before us were 
around managing 
investors, regulators and 
competition 

Trade-off 

  Investor 
Management 

  Wicked Problem 
“It is not entirely true that banks did 
not have control or influence. In some 
cases, such as ours, they sat on the 
board as observer but yes, in general 
you could say that comparatively (to 
investors) banks did have a relatively 
limited role in governance, board and 
strategic management…” 

not entirely true that banks 
did not have control 

Perceived 
Behavioural Control 

banks did have a relatively 
limited role in governance, 
board and strategic 
management 

  

sat on the board as 
observer   Banks  

“…but it was the banks’ choice to not 
exert influence. I know that in the U.S. 
or Europe for instance, banks ask for 
social impact…banks did not care as 
much because we (MFIs) helped them 
with their PSL targets and that was 
good enough for their compliance…so, 
it was a win-win…If, however, banks 
would’ve been more active they could 
help in many ways in the governance 
of the MFIs as well as the overall 
sector since bank finance was about 
85% of the total finance. And, banks 
have associations and guidelines on 
business practices…few years ago 
banks were given guidelines on 
coercive business practices…while we 
were very respectful of clients, some of 
the competition was not. So, actually 
respecting clients and good business --
behaviour put us at a competitive 
disadvantage…” 

banks’ choice to not exert 
influence 

Perceived 
Behavioural Control 

If banks would’ve been 
more active they could 
help in many ways in the 
governance of the MFIs 

Corporate 
Governance 

respecting clients and 
good business --behaviour 
put us at a competitive 
disadvantage… 

Business Behaviour 

bank finance was about 
85-90% of the total 
finance 

Banks 

  Social Norms 

“…there was enormous pressure from 
the VCs right from the term sheet…. It 
was a competitive market…Heating 
up… Client-based valuation meant 
that we had to reach more borrowers. 
Valuation and the IPO. Yes, we did 
realise that the sector was overheating 
with practices, which we 
discussed…but we didn’t want to be 
the first ones to blink…so, we kept the 
growth the centre of the corporate 
strategy….” 

enormous pressure from 
the VCs right from the 
term sheet 

Financial Returns 

a competitive market Social Norms 
didn’t want to be the first 
ones to blink 

Corporate 
Governance 

heating up Business Behaviour 
the sector was overheating  Attitude 

kept the growth the centre 
of the corporate strategy   
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“…Frankly, we did impact evaluations 
because donors demanded it as part of 
the progress reporting. Investors 
wanted financial performance and that 
was progress. The focus in both cases 
was progress. So, we focussed on 
giving our stakeholders the progress 
that they wanted to see. We continued 
progressing… the definition changed 
depending on the demands of the 
market…That’s how flow of money 
dictates direction. What’s wrong with 
that? It’s not a mission drift…that’s 
life!” 

Investors wanted financial 
performance Impact Management 

focussed on giving our 
stakeholders the progress 
that they wanted 

Social Norms 

definition changed  Perceived 
Behavioural Control 

we did impact evaluations 
because donors demanded 
it 

Financial Returns 

“…Yes, but we didn’t know that 
investors would control so much of the 
discussions and agenda…Some others 
had different investors…not everyone 
has the ‘same’ type of impact investor. 
We went to the others who seemed to 
be more aligned with ours with social 
impact first but offered lower 
multiples. So, upon advice we took the 
higher multiple and more commercial 
business plan. There was no 
choice…competition was getting more 
intense by the day…”  

didn’t know that investors 
would control so much 

Perceived 
Behavioural Control 

There was no choice Business Behaviour 
competition was getting 
more intense by the day 

Corporate 
Governance 

  Isomorphism 
took the higher multiple 
and more commercial 
business plan 

Financial Returns 

  Impact Management 

We have a hybrid structure. While the 
NGO controlled some percentage of 
the equity in the NBFC, the role of the 
NGO was CSR and charitable. The 
business of microfinance was centred 
on business principles and addressing 
market at the BoP. So, we introduced 
new financial products such as micro-
insurance, educational loans, 
contingency and marriage 
loans…responding to the needs of the 
community. These were not charitable 
but certainly had both a financial 
return and did create a social impact. 
Without financial returns, how could 
we have introduced other (financial) 
products. Now we had multiple ways 
in which we could serve the 
community in which we worked. 
Investments facilitated that. As NGOs, 
we could’ve certainly never been able 
to do so many (financial) products.” 

the role of the NGO was 
CSR and charitable 

Community 
Involvement 

business of microfinance 
was centred on business 
principles  

Financial Returns 

  Impact Management 
  Trade-off 
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“…Microfinance has an established 
‘Theory of Change: Lending to poor 
women borrowers creates social 
impact. Nobody requires any 
measurement, monitoring or 
benchmarking social impact. It is an 
academic exercise. We fully supported 
any academic exercise whoever has 
reached out to us (including you!)” 

Lending to poor women 
borrowers creates social 
impact. 

Impact Management 

“To be fair, impact investors were 
also learning with us. The MIVs were 
the first impact investors which 
actually learnt a lot. But since they 
were sector focussed, they had a lot of 
the tools. Sector agnostic investors 
were much more lenient. We could tell 
me broad numbers, anecdotal 
evidence, good quality photos and that 
was good enough…Consultants played 
an important part in determining the 
tools such as business plans, 
investment plans etc. Investors were 
also learning from other investors. 
There was not much emphasis initially 
on a robust impact assessment. A lot 
of that changed in 2010 after the A.P. 
crisis. With public criticism of the 
sector, it was important to protect the 
sector…. So…investors too started 
making demands of more informed 
(impact) assessments…and, we got 
better with more resources on impact 
measurement, monitoring...now, we 
look at best practices in impact 
measurement...” 

impact investors were also 
learning with us Impact Management 

Consultants played an 
important part Service Providers 

not much emphasis 
initially on a robust impact 
assessment 

Corporate 
Governance 

we got better with more 
resources on impact 
measurement, monitoring 

  

investors too started 
making demands of more 
informed (impact) 
assessments 

Business Behaviour 

  Perceived 
Behavioural Control 

“…there was never an issue about HR 
in microfinance…except for loan 
officers’ poaching to quickly ramp up 
capacity and build clients. This was 
discussed and addressed since 2005 
and by 2010 was largely well-
managed. Microfinance in India does 
not have that kind of problem…” 

there was never an issue 
about HR in microfinance Human Resources 

“…even if MFIs didn’t intentionally 
do good, say, you can’t say that MFIs 
intentionally did bad either. Or, were 
apathetic towards the unintended 
adverse consequences. The ‘trade-off’ 
discussion is real… It was an 
overcrowded hypercompetitive market 

can’t say that MFIs 
intentionally did bad 
either 

Impact Management 

there was a rush to reach 
the capital market first 

Corporate 
Governance 

Some bad practices 
accentuated   
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in 2010 period where several MFIs 
were lining up for IPOs. Everyone 
knew that only the top 2-3 would have 
blockbuster IPOs. So, there was a rush 
to reach the capital market 
first…Some bad practices accentuated 
came from those competitive 
pressures. But I think from 2011 
onwards, that has been put to rest. 
Mostly there is a measured way of 
growth. Regulation has played an 
important role. Definitions have been 
made clearer. So, everyone abides. In 
India, you do need someone to tell you 
the rules of the game!”  

came from those 
competitive pressures Isomorphism 

  Business Behaviour 

  Financial Returns 

“…Some of these choices are tough. I 
don’t know how your target 
(respondents) managed to put it. But I 
would not be able to choose between 
corporate governance, business 
behaviour, (financial) return, 
leverage…These are extremely 
interlinked and interdependent…. Yes, 
there are trade-offs to be made, like in 
any other business…but more so in a 
social business…” 

Yes, there are trade-offs to 
be made Trade-off 

but more so in a social 
business Impact Management 

  Financial Returns 

these choices are tough Wicked problem 

“…No matter what you say, MFIs are 
social businesses and create a social 
impact. We created the space where 
the traditional ‘sahukar’ (local money 
lender) lend at 60%. Even if our rates 
are 36%, it is still a better alternative 
that the local money lender or no 
loans at all received from the banks. 
There is a gap that MFIs fulfilled. You 
must factor the high operating costs 
that MFIs have, which is why banks 
could not go there in the first instance. 
And, when they did in the SHG model, 
delinquencies were at about 20%. Our 
(MFIs’ ) delinquencies rates were 
about 1-3% . So, you see that MFIs 
did have a business case as well as 
social impact…Therefore, the question 
about intention is 
irrelevant…Everyone benefited from 
the system both financially and in 
terms of social impact. There is no 
trade-off. If you don’t like MFIs, you 
always had the option to opt out, as so 

MFIs are social businesses 
and create a social impact Impact Management 

Everyone benefited from 
the system both 
financially and in terms of 
social impact 

Financial Returns 

the question about 
intention is irrelevant Business Behaviour 

must factor the high 
operating costs that MFIs 
have 

  

delinquencies rates were 
about 1-3%    

MFIs did have a business 
case as well as social 
impact 

Trade-off 
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many did…Dropout rates were at 
10%...” 

“Social impact targets were not put in 
the contracts…though increasingly 
these are getting into the 
system…Several investors are insisting 
on min. social impact performance…” 

Social impact targets were 
not put in the contracts Impact Management 

investors are insisting on 
min. social impact 
performance 

  

"…it was a choice which we all made, 
right?....The idea was to demonstrate 
that it can work in the business and 
markets way…everyone was on board. 
There was hardly any discussion 
except to scale the business. Then, 
around 2010 the issues started coming 
up (again). It was linked to the 
proposed 3-4 IPOs. And, practices. 
And, linked to popular press...It was 
convenient to blame us. But not 
right...The idea was to fill a missing-
middle market for access to finance, 
which we did...Obviously ,the 
commercial success was more 
important than isolated stories of 
social impact...was commercially 
viable...when in Rome do as the 
Romans do and here we had to focus 
on business performance and like the 
formal financial sector...There was a 
lot of discussion about 'not the NGO 
way of doing business, which was 
condescending but we were 
learning...and, having fun...Our 
investors were very good guideposts 
...they told us about various 
experiences...how to solve 
problems...and, we also had 
consultants and advisors, but they 
were less useful except that we used to 
take the ideas from the investors (in 
board) and ask various service 
providers to deliver for us...so, 
everything was working well..." 

demonstrate that it can 
work in the business and 
markets way 

Isomorphism 

when in Rome do as the 
Romans do and here we 
had to focus on business 
performance 

Financial Returns 

everyone was on board Corporate 
Governance 

idea was to fill a missing-
middle market for access 
to finance, which we did 

Business Behaviour 

had consultants and 
advisors Impact Management 

take the ideas from the 
investors  Social Norms 

not the NGO way of doing 
business 

Perceived 
Behavioural Control 

investors were very good 
guideposts   

"….that was not the relationship we 
had with the investors initially. It was 
not their job to ask us to focus on 
detailed social impact 
reports…sometimes they would send 

not their job to ask us to 
focus on detailed social 
impact reports 

Impact Management 

send us some consultant 
who had some fancy tool Service Providers 
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us some consultant who had some 
fancy tool…we even tried 
implementing …but eventually, we 
chose simpler and more explainable 
solutions to integrate with our 
reporting...but in more recent times it 
has become serious board room 
discussion...it has got linked to (their) 
compliance and in turn our 
compliance...so, we take it more 
seriously these days than we did 
before...but this is also linked to the 
fact that the business has got more 
streamlined. Once financial aspects 
are sorted...yes, impact measurement 
is important..." 

Once financial aspects are 
sorted, impact 
measurement is important 

  

the business has got more 
streamlined   

take it more seriously 
these days    

it has become serious 
discussions at the board 
room 

Financial Returns 

“Everyone knew the tension inherent 
in marrying commercial funding 
sources with a social 
purpose…arguing that investors must 
have more realistic expectations…the 
company does not exist to serve 
investors' interests, the company exists 
to serve clients…and that is how they 
make money by serving paying, poor 
clients...This gap in understanding can 
be seen in the polarisation of ‘finance-
first’ and ‘impact-first’ investors...So, 
you have to choose wisely your 
bedfellows..." 

the company does not 
exist to serve investors' 
interests 

Financial Returns 

the company exists to 
serve clients Attitude 

polarisation of ‘finance-
first’ and ‘impact-first’ 
investors 

Social Norms 

  Corporate 
Governance 

  Impact Management 

  Trade-off 

"…corporate governance and human 
resource make good business interest 
too…They are not just compliance like 
ESG ...that links them to good 
RoI…So, obviously, that is something 
we have always focussed on…"  

  Corporate 
Governance 

corporate governance and 
human resource make 
good business interest too 

Human Resources 

  Financial Returns 
  Impact Management 

"…investors did have  tight control on 
the investors…in our case investor 
relations were managed well because 
we knew what we were getting into, 
why and what we wanted to get out of 
it…but several MFIs struggled to 
manage the relationship. Some of the 
tension leaked to the press...Some 
went to the courts...They got into it 
investor relations because then that 
was the thing to do, then...and, then it 

got into it investor 
relations because then that 
was the thing to do 

Perceived 
Behavioural Control 

several MFIs struggled to 
manage the relationship Service Providers 

align with investors and 
consultants Wicked Problem 

  Isomorphism 
help you get more 
investments   

  Investors 
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was too hot to handle with investors 
calling a lot of the shots, which they 
thought was their business...ride the 
back of the tiger... where only option 
was to keep going ...couldn't slow 
down because then you start seeing 
massive defaults and staring at 
failure...so, you align with investors 
and consultants, since they can help 
you get more investments, which will 
help you move closer to the finishing 
line (IPO)...or wait for others and get 
acquired but you will still need to 
grow rapidly for you to be interesting 
enough..." 

  Corporate 
Governance 

  Financial Returns 
  Impact Management 

  Trade-off 

"…It was learning by doing. After 
2011, the new phase has begun. There 
is much more active monitoring. The 
regulations are strong...The 
regulations on field practices are also 
more strict with for Some have 
converted to banks in the period...so 
more financial regulations...I think, all 
in all, the balance is very good...of 
social impact and financial return...of 
investor-enterprise 
relationship...understanding of the 
issues involved, the 
interdependencies.. 

the new phase has begun...  Corporate 
Governance 

There is much more active 
monitoring. Financial Returns 

regulations on field 
practices are also more 
strict  

Wicked Problem 

understanding of the 
issues involved Impact Management 

the balance is very good Trade-off 

To be honest, there are no right and 
wrong here. This is not an ethical or 
moral debate at all. The boundaries 
within a society are drawn with legal 
structure. If the legalities didn't allow 
transformation, then it was different. 
Nobody found faults. If there was a 
PIL (Public Interest Litigation) 
against MFIs cheating borrowers of 
shares, it is different. Did anyone 
complain? If profit making was not 
allowed…then, it's different. Then, the 
Government could ban microfinance 
in NBFCs (for-profit) mode all 
together...but they didn't. If you don't 
want to call it impact investing, fine. If 
you don't want to provide priority 
sector norm, it's fine. If there are no 
tax benefits, it's fine. This is a business 
opportunity and players only sense 
and capitalised on the business 

Public Interest Litigation 
against MFIs cheating 
borrowers of shares 

Financial Returns 

The boundaries within a 
society are drawn with 
legal structure 

Legal Structure 

If you don't want to call it 
impact investing, fine. If 
you don't want to provide 
priority sector norm, it's 
fine.  

Business behaviour 

players only sense and 
capitalised on the business 
opportunity 

Corporate 
Governance 

So, what is the public 
press and academic effort 
to make us feel guilty? 
Because we profited?  

Transformation 
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opportunity, like everyone else does in 
other sectors. Governments design tax 
norms accordingly to facilitate private 
sector. In this specific case, first time 
and rather rarely, it was the NGOs 
who were best positioned to transition. 
You don't have issues with start-ups. 
Governments too are privatising 
several sectors. So, what is the public 
press and academic effort to make us 
feel guilty? Because we profited? 
That, in my view, is not crying unfair, 
it's crying grapes are sour!..." 
“…yes, it seems to be 99% tilted 
towards financial focus. If not 50-50, 
at least an 80-20 would have been 
nice. Investors have taken complete 
control of the agenda and 
unfortunately, so few of them 
understand development or impact 
that they just don’t seem to care about 
it…They should…As donors, we had 
an instrumental role in developing 
microfinance in India...we’re 
advocating a role (for impact 
investors) to influence that direction of 
impact investing…”  

seems to be 99% tilted 
towards financial focus 

Perceived 
Behavioural Control 

Investors have taken 
complete control of the 
agenda 

Financial Return 

they just don’t seem to 
care  Social Norms 

  Attitude 

  Impact Management 

“…whatever, you count as social 
impact was discussed as customer 
relationship management – business 
language. We were also learning new 
ways of doing things a second time. 
First time, when many of us went to 
Bangladesh in early 2004-’05 to adopt 
the ‘Grameen Model’…and now, 
investors advising how to run the 
business…So, we started seeing 
beneficiaries as customers. So, our 
approach had to be changed since if it 
had an impact on financial ratios and 
performance. We also had to see the 
impact on regulation and didn’t want 
to govt to shut us down again. So, we 
huddled together in networks, did 
collectively a lot of advocacy.”  

social impact was 
discussed as customer 
relationship management 

Business Behaviour 

we huddled together in 
networks Isomorphism 

did collectively a lot of 
advocacy 

Corporate 
Governance 

our approach had to be 
changed since if it had an 
impact on financial ratios 

Regulation 

  Financial Return 

“Self-regulation was the best way to 
ensure that we are not throttled…but, 
everyone recognised that greed was 
not good. This was when financial 

Self-regulation was the 
best way Isomorphism 

everyone recognised that 
greed was not good. Financial Return 
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crisis learning was emerging. 
Everyone saw and knew the practice 
on the field with people and clients 
both... there was relatively differential 
degree of restraint. In a way, form the 
confusion of regulation of NABARD or 
RBI, it was settled that it will be RBI. 
That’s good. RBI is a good regulator. 
It will be good for the sector.” 

relatively differential 
degree of restraint Business Behaviour 

  Regulation 

We did expect the change. It was what 
we wanted to happen. The entire phase 
was about taking getting the private 
sector to play the remaining role. We 
did not have endless capital that the 
MFIs needed...and, we could use 
developmental aid elsewhere where 
only aid would work...the private 
sector has deep pockets…but these 
issues could've been addressed 
better...the mission drift also casts 
aspersion on us...that we made the 
transition too soon...but, we had our 
directives..." 

It was what we wanted to 
happen Financial Return 

getting the private sector 
to play  Impact Management 

but these issues could've 
been addressed better 

Perceived 
Behavioural Control 

the mission drift also casts 
aspersion on us Transformation 

we made the transition too 
soon...but, we had our 
directives 

Corporate 
Governance 

 Trade-off 

“…our expectation was that there 
would be a better balance of the 
mission and focus on social 
development. We were well aware of 
the risk of the transformation…but 
there was no choice left…since we 
didn’t have a mandate to support 
microfinance any further.  However, 
there is a serious (mission) drift when 
we see microfinance…perhaps, 
coming from the old-school thinking, 
in those days I wondered sometimes if 
microfinance was our 
Frankenstein…but with regulation, all 
is good...we have played our role in 
creating microfinance as a sustainable 
model...now States must take over and 
regulate...”  

would be a better balance 
of the mission and focus 
on social development 

Financial Return 

were well aware of the 
risk of the transformation Trade-off 

there is a serious (mission) 
drift when we see 
microfinance 

Impact Management 

with regulation, all is good Transformation 

we have played our role in 
creating microfinance as a 
sustainable model 

Regulation 

"...An annual evaluation (of social 
impact) is not tough, or expensive…it 
could've been done..."  

Evaluation of social impact is 
not tough Impact Management 

"…It is quite easy to be smart about 
measuring social impact. There are 
lean methods…there was so much 
emphasis on financial ratios that 
didn't put any resource on 
measurement (of social impact)…so, 

easy to be smart about 
measuring social impact Corporate Governance 

so much emphasis on 
financial ratios  Business Behaviour 

the issues were inevitable Financial Returns 
  Impact Management 
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the issues were inevitable….but 
greater sense has prevailed...the 
regulation is good..sector is doing 
well on both counts, financially and on 
social impact. 
"…it was good to have the 
network…the bureau was able to 
mitigate a lot of the risks and 
issues…need to have robust 
mechanisms for credit appraisal..."  

  Business Behaviour 

  Isomorphism 

"…As standards of impact measurement, 
monitoring are becoming more prevalent, 
investors are adopting them and asking 
MFIs in turn to adopt them. The chain of 
custody is clear. So, MFIs are increasingly 
adopted GIIRs and other standards…so, at 
the stage of the sector with having 
demonstrated that microfinance works at 
scale and commercially, this decade was 
the next wave after 2011 was to recover 
on the impact demonstration...the last 
decade, MFIs have done reasonbly well 
financially as well as on impact 
measurement..." 

  Impact Management 
MFIs are increasingly 
adopted GIIRs and other 
standards… 

Corporate Governance 

at the stage of the sector 
with having demonstrated 
that microfinance works at 
scale and commercially 

Impact Management 

  Financial Returns 

  Isomorphism 

 

 

 


