
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 2

INAFI Asia Position Paper  
On 

1. Introduction 
INAFI was formed in response to concerns by its founders that microfinance was not reaching its full 
potential as a poverty alleviation tool.  Since its entry into development parlance over three decades 
ago, microfinance has morphed into a worldwide buzzword and supposed miracle cure, even while its 
benefits and potential has often been co-opted and distorted for personal gain.  INAFI’s raison d’etre 
is to offer an alternative vision and revitalizing direction for the microfinance industry that overcomes 
the tired and discredited cookie-cutter model.  INAFI’s alternative is to recognize that although 
microfinance has limitations, it can be used in creative and responsive ways to make a real difference 
in the lives of the poor – economically, socially, and culturally.   
 
At its heart, INAFI’s alternative is a movement that challenges traditional development thinking and 
the structural constraints that traditional approaches face to arrive at a more flexible, demand-driven, 
and enabling manifestation of microfinance service provision.  Ownership, participation, and a range 
of services – financial and non-financial – are all essential components of the alternative. The 
Bangkok Declaration adapted in the 3rd INAFI Asia Regional conference 2002 and the Thirteen 
Charters of the 4th INAFI International Assembly 2002 also reiterated and reinforced the organisation’s 
firm adherence to this philosophical stand. The following strategic goals laid out in the Bangkok 
Declaration prioritize some programmatic INAFI alternatives: 
 
1. Social Development: INAFI recognizes Social Development as a central objective.  As such, 

INAFI should advance this agenda through microfinance initiatives with fused action and allocation 
of resources. 

 
2. Business Development Services: INAFI upholds the importance of improving the viability of 

microfinance programme participants by providing appropriate financial products and context 
specific business development services. 

 
3. Self Regulation: INAFI will put this core principle into operation by institutionalizing high 

standards for good governance, sound and transparent financial performance, and effective social 
development.  

 
4. Institutional Rating. INAFI places strong emphasis on building the capacity of microfinance and 

development institutions through the development of appropriate rating instruments for both 
financial and social evaluation to support continuous improvement of management and 
governance, promote disclosure, and ensure impact measurement. 

 
5. INAFI Policy Framework: INAFI shall embrace interventions for social security, conduct action-

based research for product and methodological innovation and product diversification, and 
disseminate such findings to promote sustainable poverty alleviation. 

 
6. Policy Advocacy: INAFI advocates policies that will create an enabling environment for 

microfinance and establishes strong linkages with government, public and private sector financial 
institutions, donor agencies, and other stakeholders who play an essential role in development, 
with the aim of achieving quality outreach and promoting sustainable access to resources for the 
poor and the institutions that serve them.  

 
2. Alternative paradigm in INAFI 
INAFI’s realization of the organisation’s alternative vision for the microfinance industry is a continuous 
process that requires the consistent and concerted effort of all development stakeholders, including 
policy makers, donors, networking organizations, and practitioner institutions.  Because institutional 
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cooperation is a key to the success of INAFI’s alternative, the conceptualization of alternative includes 
not just how microfinance is offered to clients, but also the nature of the organization and governance 
of the microfinance institutions. 
 
When we conceptualize “Alternative” , it has two fold meanings – as network and how its member 
organisations qualify to becoming alternative. The term “alternative” does not necessarily contradict 
with financial sustainability of the organizations (NGOs/MFIs) itself. INAFI’s stance towards 
sustainability that microfinance services have to be financially viable over the years, it cannot be run 
simply on subsidy or grant. INAFI wants to promote to combine financial service with non-financial 
services to have a greater impact that successfully maintain balancing between outreach (deepening 
outreach towards more poor), social impact and sustainability. If needed, the NGOs/MFIs can ask for 
subsidy or grant to provide non-financial services along with microfinance services in order to have 
broader impact of microfinance on social aspect. The organization’s priority in this aspect may be 
considered which go fast. The Organisation like ASA in Bangladesh perceived to be specialized 
microfinance institution world wide for its excellence performance and cost effective model, but it also 
focuses to deepening its outreach towards hard-core poor by opening separate window and allocate 
some of its surplus for old-aged security of the borrowers and emergency health services. In this 
context it implies that ASA is mobilizing resources for the social wellbeing of its clients and has down 
scaled its outreach towards   more poor. The whole issue of “alternative” is compliances with the 
philosophy, belief, belongingness and efforts to becoming alternative by intervening tailor-made 
products and services to offer client responsive demand-driven services, mandate to poverty 
alleviation, and measuring social impact.  
 
The INAFI network conceive itself  as alternative in that its members are national, regional, and 
international organisations, of diverse size and legal frameworks, and do not implement any one rigid 
methodology.  They are not industrial copies of each other, but instead operate in different niches and 
environments, and work with the marginal populations in their countries. Rather than limiting 
themselves to the entrepreneurial poor, INAFI member organisations focus on the vulnerable non-
poor, as well as the entrepreneurial poor and the ultra-poor through specialized services.  INAFI 
members believe that credit should not be provided merely for cash flow and income generating 
purposes, but instead include a range of loan products for business development, housing, and 
education, and a range of savings products, including insurance. This diverse array of products and 
services demonstrates member commitment to a multi-dimensional development approach.  Member 
organisations take a business-like approach to the provision of these non-financial services by 
ensuring separation from financial services programmes, specialization of staff, specific financing and 
subsidy, and cost-sharing with clients where appropriate.  The emphasis is not exclusively on 
sustainable financial services, but also on varied means beyond microfinance that can deepen 
outreach and assist the poorest, whether it is through smart subsidies, advocacy, or new methods of 
promoting social organization. 
 
INAFI member organisations consider themselves alternative not just in their institutional approaches, 
but also in terms of the network as a whole.  Organisations remain based in the South where they 
work, while at the same time maintaining a strong foothold in the North.  The network has a bottom-up 
structure, with autonomy and self-determination at the institutional, local, and regional level, and 
country and sub-regional strategies.  This autonomy of parts allows INAFI member countries to tailor 
their initiatives based on the requirements of a specific location.  Membership in INAFI is not governed 
by a particular methodology or rigid criteria, but rather only requires commitment to the same broad 
vision and mission of INAFI.  Member organisations implement programmes that are knowledge-
based through research, and collectively cooperate on policy advocacy, knowledge sharing, and 
capacity development.  The INAFI network takes an active interest in promoting social impact at the 
member and broader stakeholder level through social impact measurement tools, institutional and 
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social rating, and benchmarking for self-evaluation and continuous improvement.  INAFI also takes an 
active approach to gender policy. 
The points below offer an overview of what specifically makes INAFI and its philosophy alternative, 
and provide an outline of the explications that will follow. 
 
INAFI’s philosophy is alternative in: 
 

1. Our Members 
 

Our members are as distinct from each other as the countries they work in. They differ in context, 
outreach, service delivery mechanisms, and structure.  INAFI considers its member organisations 
first and foremost as alternatives because they are not exclusively concerned with profits and 
becoming efficient financial institution rather to cover the cost of operations to remain sustainable 
and continued services. INAFI Philosophy considers microfinance a means to a larger end rather 
an end itself , and so is committed to poverty alleviation and social impact while at the same time 
recognizing the need for viable financial institutions with long term durability. Its Member 
organisations are of diverse size and legal frameworks, and do not implement any one prescribed 
methodology. Some only provide microfinance services; others have added technical assistance 
and training programmes, while others still manage integrated social development programmes. 
Some provide direct financial intermediation, while others assume promotional roles and support 
self-help grass-root groups, mainly women, and are putting them in contact with banks or other 
lending organisations. A few of the members are still struggling but emerging steadily while a large 
number are working on scaling up their portfolios and coverage, both in terms of region and clients 
served. Finally, some members have already reached scale, are undertaking highly efficacious 
operations, and even have become major players in their respective countries. 

 
INAFI’s strength lies in the real world on the ground experiences of its member organizations. 
Therefore, INAFI Asia always looks for recruiting practitioners as its member who add value to the 
sector either by intervening diverse methodologies, flexible and diverse products, deepening 
outreach, efficient in delivery services, measuring social impact and transparent by demonstrating 
norms of regulations and supervision through rating and self-regulation.  

 
1. Governance: Members’ based and participatory   

 
Unlike other international microfinance networks, INAFI is truly a practitioner’s organization. We 
are an International Network of the Development Practioners of the South that believes in 
alleviating poverty, impacting on social development, and sustainability of the both Microfinance 
NGOs and as well as the clients. It is a member based network that has been developed through 
building  up block by block beginning from the country level(national) then, extend to the 
continental level(regional) , and further to international level. The three regional INAFIs (Africa, 
Asia and Latin America ) merged together to establish Stichting INAFI International, registered in 
The Hague. The network gradually evolved from a loosely organized get-together of concerned 
practitioners into a strong coalition of like-minded practitioners, thereby making INAFI a network of 
networks. I 

 
INAFI constitutes by an International General Assembly (IA) at the global level, Regional General 
Assembly at regional level, and National Assembly at the country level that are governed by its 
members’ organisations, who are basically, the practitioners’ organisation. These respective 
general assemblies elect Governing Board body of the Stichting INAFI International, Regional 
INAFI’s, and Country Chapters respectively.  The governing Board provides support to their 
respective secretariats and is responsible for the governance of the networks at the International, 
regional, and country level, and as such is governed by its members. Board members of all INAFI 
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chapters, such as INAFI Asia, INAFI Africa, or INAFI International are all representatives of either 
MFIs or NGOs in the respective regional countries.  During advocacy efforts, when the question 
arises as to ‘who is going to be advocated, lobbied, and approached,’ the answer is twofold.  On 
the one hand, INAFI addresses its own membership base. It addresses questions such as ‘what 
can be done to reach more poor people with more efficient and effective financial services while 
linking up with other development efforts and concerns?’ On the other hand, INAFI addresses the 
international community, particularly the microfinance supply side, to join the same agenda, share 
the same vision, hang on, or return to developmental priorities in microfinance.1 

 
The decentralized nature of INAFI’s governance structure contributes to the vibrancy and vision of 
the organization.  Rather than being told what microfinance should be, each chapter has the 
leeway to use its local knowledge and tailor its services accordingly.  And while INAFI membership 
requires a commitment to the microfinance alternatives that are being laid out in this paper, it 
leaves room for its members to offer a range of financial and non-financial services according to 
the methodologies that work for the clients of a particular locality. 

 
2. Philosophical Stances: Institutional and Programmatic  

 
MFIs/NGOs adhering to INAFI’s alternative vision should have a commitment to four basic tenets, 
i.e., providing long-term financial services, or permanence, reaching large numbers of clients, or 
scale, reaching the poor, or depth of outreach, and achieving full financial sustainability. 
Unfortunately, a significant number of existing MFIs/NGOs are either weak or pursuing other 
priorities. Some of them often lack the motivation and flexibility to make the changes that 
microfinance-for-the-poor requires. High-performance practitioners, of which there are few, cannot 
expand everywhere. They avoid environments where they see high risks or low potential for 
success. 

 
In such situations, INAFI encourages MFIs/NGOs to move into demand-driven (no longer supply 
driven) and client-responsive microcredit. This approach requires substantial technical assistance 
and institutional development, with a sustainable microfinance institution as the end goal. INAFI's 
alternative is thus also capacity building support to its member organizations that is linked with 
clearly defined performance indicators that can be easily monitored. INAFI’s commitment to the 
capacity development of its member organizations takes the form of assistance with credit rating, 
self-regulation, tailor-made professional training, technical exposure visits, and thematic 
workshops. INAFI also places priority on developing national expertise and leadership. Where 
institutions are providing a mix of non-financial and financial services, INAFI feels that they need 
to be clearly separated at every operational level (client, systems, accounting, and management). 
INAFI envisions microfinance institutions successfully implementing microcredit like a professional 
banking activity, with significant resources and a long-term commitment. INAFI member 
organizations therefore follow two basic principles: client discipline and institutional discipline. 

 
Client discipline requires that poor people take responsibility for their decisions, agreeing to and 
making on-time payment of their principal and an amount of interest that will cover the full cost of 
the service. INAFI believes that client discipline serves not only the individual client, but also other 
clients, future clients, and the microfinance institutions. Clients prosper when they do not bear the 
burden of repaying others’ debts. Future clients prosper when capital recycles over and over to 
reach more poor households. The microfinance institutions prosper by recovering their costs and 
building a sound financial footing independent of subsidies.  

 

                                                 
1 INAFI Mega Proposal 2003-2006, Novib, October 2002. 
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Institutional discipline refers to a set of practices that lead to sustainability of the program, quality 
of service, and efficiency of operations. For INAFI, institutional discipline refers to creating 
products and delivery techniques that are appropriate for clients, investing in MIS / FIS that 
provide timely and appropriate guidance to staff and management, introducing sufficient 
decentralization to permit agility and eventual scaling-up, as well as planning for capacity 
development, growth, and sustainability. In this context, INAFI’s priority is to encourage member 
organizations to prepare business plans, conduct credit rating, and introduce self-regulation as an 
integral part of member organization institutional development.  If such requirements are viewed 
as too confining or impossible to implement in a given setting, INAFI feels that a microfinance 
institution’s attempt at microcredit will fail.   
 
3. Promoting pro-poor development services 

 
INAFI believes in researching and promoting pro-poor microfinance. At its simplest, this means 
that all of INAFI’s programmes must be geared towards microfinance that meets the needs of the 
most disenfranchised. A majority of microfinance offerings have attracted and served well the 
interests of the enterprising poor and vulnerable non-poor, but for structural reasons , have left out 
the hard the hard core-poor , minorities and ethnic communities, those with terminal illness, and 
other risk groups . It is INAFI’s policy to craft microfinance responses that will appeal to these left 
out and poorest of individuals through a focus on social impact assessment , mainstreaming 
gender , demand driven product and service development , and poverty alleviation        

 
4. Offering Financial Safety to the Poor  

 
While traditional microfinance interventions have concentrated on microcredit, INAFI believes that 
credit alone does not create economic potential; it only has the capacity to unleash it.  In addition 
to credit, INAFI believes that the poor should be able to plan for their future lump sum needs and 
reduce their exposure to income changes or sudden expenses.  INAFI believes that the poor 
should have the capacity to utilize their savings effectively and take advantage of insurance 
services. 

 
Where INAFI's objective is to organize and motivate microfinance practitioners worldwide to 
provide alternative financial services to the poor, i.e., a financial safety net to poor households, 
then its “Thirteen Charters for Microfinance2 are options worth considering. Other alternatives 
include employment programs, training, marketing, infrastructure development, and legal / 
regulatory reform. All of these alternative tools can expand the economic options available to the 
poor. Precisely because microcredit is such a popular intervention today, INAFI wants to place it 
within this broader menu of options before deciding when and how to use it. 

 
5. Client Responsiveness and Flexibility 

 
INAFI believes that if microcredit is to be appropriate, a pre-existing level of on-going economic 
activity, entrepreneurial capacity, and managerial talent is required. If the pre-conditions are not in 
place, then clients may not be able to benefit from credit and will simply be pushed into debt. 
Additionally, these client-related pre-conditions might not hold in an emergency environment. For 
the chronically destitute, credit is unlikely to succeed without pre-existing efforts to reduce 
vulnerability and to build skills, confidence, and a minimal financial base.  The same is also true 
for severely disadvantaged rural areas lacking infrastructure, services, and / or access to markets. 
In other situations, illness keeps people from productive activities. HIV/AIDS provides an extreme 
example of a situation where the poor may become less able to benefit from credit over time. Even 

                                                 
2 See Annex 1. 
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when there is a sufficient level of economic activity, market opportunities, and entrepreneurial 
capacity, limiting conditions to standard microfinance methodologies and delivery mechanisms 
can still cause microfinance efforts to be unsuccessful. These limiting conditions include dispersed 
clients, dependence on a single economic activity, a high degree of mobility, instability, absence of 
law, order, and legal / regulatory mechanisms, or an ineffective monitoring and enforcement 
environment. Such conditions challenge even capable and experienced microcredit institutions, 
forcing them to experiment with modifications that increase their risks and costs. INAFI's 
alternative means helping to build or explore appropriate responses for the microfinance 
practitioners before they are compelled to experiment. 
 
6. Focusing on Measurable Impact 

 
INAFI’s focus on flexibility and client responsiveness is taken a step further in its advocation of 
measurable impact at the client and institutional level.  While financial sustainability is crucial, 
social impact is also a cornerstone of INAFI’s alternative philosophy, and is an important 
mechanism in ensuring that microfinance remains pro-poor and demand-driven. Successful 
development is a result of backward and forward linkages between increased education, better 
health, financial success, and empowerment. Social well being is therefore essential to the 
objective of poverty alleviation, and must be related to any efforts to evaluate the effectiveness of 
microfinance.    
 
Over the past few decades, as the international community has gradually recognized the link 
between gender inequality and poverty, it has responded by incorporating gender concerns into 
academic studies and development targets.  Some literature presents an extremely attractive 
vision of increasing numbers of expanding, financially self-sustainable microfinance programmes 
reaching large numbers of women borrowers, especially in the rural areas. Through the 
programme’s capability to earn an income for women, microfinance programmes have been 
assumed to build the starting point of ‘virtuous spirals’ of economic empowerment, increased well-
being for women and their families, and wider social and political empowerment (Mayoux, 2002).  

 
However, recent research and experiences point towards a more practical perspective towards 
microfinance and gender equality. Although it is widely assumed that there is a clear and direct 
relationship between access to credit and an increase in the status of women within their 
households and communities, there are interlinked complex factors that govern women’s 
empowerment, and thus the existing practice needs to be probed. It is not microfinance as such 
that is the problem, but the ways in which ‘best practice’ has become dominated by concerns of 
financial sustainability. Nevertheless, the various new methods tested in some of the microfinance 
programmes can direct practitioners to a range of ways in which microfinance’s contribution to 
empowerment can be increased as part of a broader strategy for gender mainstreaming in 
microfinance.  As part of this gender mainstreaming goal, INAFI believes that member 
organizations must begin to measure the impact of their gender strategy. 

 
7. Advocating Financial Services beyond Simple Savings and Credit 

 
Credit is only one kind of financial service. The poor also need effective savings and insurance 
programs that suit them, and that they can control.  INAFI encourages its member organisations to 
offer customized savings products to people no matter how poor they are. Poor households 
should be helped to build their savings to manage risk and plan for future needs.  Such savings 
can reduce their vulnerability against natural disasters, crop failures, job loss, illness, and death. 
Unfortunately, INAFI observes that most poor communities still lack access to safe, accessible, 
and liquid savings mechanisms. As an alternative, MFIs can play a critical role by brokering 
savings arrangements between poor clients and well-performing regulated financial institutions. 
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INAFI thinks that technical assistance and investment may be needed to increase the availability 
of savings products offered by the MFIs / NGOs suited to the needs of the hardcore poor. To 
strengthen the savings scenario, INAFI thinks that information systems, governance, and physical 
infrastructure of the regulated MFIs may need to be strengthened. Non-regulated institutions can 
also be assisted in their transition to a regulated legal form. 

 
While INAFI considers that savings allow the poor to establish a cushion for future emergencies, 
the organisation also thinks that micro-insurance can be a way to manage specific risks by sharing 
the costs of unlikely events among many poor households. Though some MFIs are now paying 
attention to micro-insurance, INAFI thinks that direct provision of insurance services requires 
significant skills and systems, as well as institutional permanence. For this reason, INAFI believes 
that MFIs and perhaps NGOs may best serve poor households by helping them gain access to the 
services of strong and established insurance companies. There are successful models available, 
and INAFI can help its member organizations to adopt the best practices.  

 
8. Lobbying for Non-Financial Interventions 

 
INAFI thinks that financial options – whether credit, savings, or insurance - are only part of the 
choices for poverty alleviation. Some other interventions that may be required to enable the poor 
to benefit from financial services include: 

 
• Improved Infrastructure: investments in roads, communications, and education can 

provide a platform for self-employment activities. Infrastructure and community 
development projects may provide jobs and employment experience for those 
otherwise unemployed. Government and NGO projects, as well as public-private sector 
partnerships are some examples. 

 
• Employment Programs: employment programs can provide a means of becoming more 

employable for those that do not have the standard set of skills required for self-
employment – the ability to identify opportunities, bear financial risk, take difficult 
decisions, etc. 

 
• Non-Financial Services: social intermediation can help the poor take advantage of 

economic opportunities, through training in literacy or basic financial skills, and group 
capacity-building efforts.  

 
• Legal and Regulatory Reform: regulations governing the use of non-mortgage 

collateral, and the priority assigned to debtor versus creditor in default and debt 
collection proceedings, have direct impact on both the entrepreneurial clients and the 
providers of microcredit services. Assisting legal reform processes, or lobbying for 
regulatory reform, can have important implications for the poor in accessing economic 
opportunities and flexible, safe financial services. 

 
INAFI has the mandate to play an active role in promoting and assisting its member organizations 
to offer non-financial services. It can play an advocacy role, too, in this area. 

 
9. Considering Grants as Social Investment 

 
Micro-grants provide a safety net, and can be the first step in a strategy to graduate the poor from 
vulnerability towards economic self-sufficiency. Those hit by crisis may need a temporary safety 
net. Displaced persons during or immediately following a conflict, or those affected by natural 
disasters such as earthquakes, tsunamis, and floods, may be suitable candidates for one-off, 
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targeted “safety net” grants that enable them to rebuild their livelihoods and replace lost assets. 
INAFI seeks to coordinate with its member organisations on this issue. INAFI also considers that 
there may be microfinance institutions that are strong and flexible enough to provide a similar 
service to their clients on a commercial basis. ASA, a member of both INAFI Asia and INAFI 
Bangladesh, responded to the 1998 flood by offering clients the opportunity to either withdraw 
their savings, or to take out a consumption loan.3 

 
INAFI thinks that micro-grants for the hardcore poor may constitute a longer-term safety net. The 
hardcore poor are unlikely to be in a position to use a loan productively, and loans might be used 
to meet basic consumption or health needs rather than to invest in income-earning activities. 
Indeed, use of debt-based instruments such as microcredit may further erode their economic 
position. Grant-based schemes may provide a starting point to bring people to the level where 
they can make plans and consider investments. Grants can be the first step in reducing 
vulnerability and allowing the hardcore poor to invest time and resources in learning skills and 
building an asset base. However, INAFI realizes that grant support can create long-term 
dependence and distort the market for microcredit. Micro-grant guidelines have been established 
by an internal background paper written by William Steel of the World Bank for the bank’s rural 
strategy document “Vision to Action,” entitled “Strategies for Social Funds in Supporting 
Microfinance.” The main guidelines are reproduced below. Micro-grants should:  

 
I. Be very carefully targeted to those that microcredit cannot serve in a particular context (for 

example the destitute poor and temporarily displaced persons).  
II. Be one-off, and include a “graduation” process to market-based mechanisms such as 

microcredit.  
III. Be carefully structured and monitored, to ensure that they are spent as intended.  
IV. Be accompanied by training or mentoring, when grants are intended for productive purposes.  
V. Require a cash contribution of at least 5 to 10 percent of the grant value from the grant 

recipient.  
VI. Not finance investments that result in income streams that could be used to repay a loan from 

a microfinance institution. 
 

VII. INAFI proposes consulting the microfinance providers and experts working in the industry to 
ensure that any micro-grant program does not compete with or undermine the MFIs, and is 
carefully coordinated to provide an eventual way out of grant dependence. 

 
11. Concluding Thoughts 
 
This paper provides an overview of the alternative tools INAFI is offering to its member organizations 
in the microfinance sector. It places microfinance as one choice among many options, and positions 
INAFI as a network of microfinance practitioners that put the poor first without compromising quality. 
This is the main essence of the alternative in INAFI.  It champions client needs and promotes 
situation-specific partnerships between service providers.  Such a strategic approach that builds 
interaction and linkages between specialized institutions is needed for effective and coordinated 
poverty alleviation interventions. 
 
 

                                                 
3 W. Brown and G. Nagarajan. “Bangladeshi Experience in Adapting Financial Services to Cope with Floods: Implications 
for the Microfinance Industry” (USAID Microenterprise Best Practices Project, August 2000) 


