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FOREWORD 
 
The International network of alternative Financial Institutions (INAFI) is a global network of 
development practitioners established in 1995 as not –for profit and registered it is an NGO under 
Peruvian law. Later, in May 2003, all three regions of INAFI (INAFI Africa, INAFI Asia and INAFI Latin 
America) merged together to establish INAFI International Foundation, which is registered in The Hague, 
The Netherlands, and functions as the global arm of INAFI. This network is committed to improving the 
lives and livelihoods of the poor in the regions of Africa, Asia, Eastern Europe, and Latin America through 
the provision of range of financial and non-financial services. INAFI is a united effort of development 
organizations, including practitioners and supportive networks, which are committed to the development 
of a microfinance sector that has ability to effectively focus the essential goals of institutional 
performance, significant out reach, and financial sustainability without compromising the basic 
developmental objectives of engendering social impact. The three regional networks are operating with 
separate governance and management under the broad guidelines and framework of the International 
Foundation. The African regional secretariat is based in Nairobi, Kenya, INAFI Asia is headquartered in 
Dhaka, Bangladesh, and Latin American operations are coordinated from Costa Rica.  
 
INAFI Asia is the pan-pacific of arm of INAFI International working, has been working closely with the 
practitioner organizations to building their capacity by organizing thematic workshops, seminars, training, 
conference, conducting knowledge-based research, campaigning and lobbying on certain specific issues 
that concerned all stakeholders, and promoting innovation since its inception.1996., As of June 30, 2006, 
INAFI Asia has 65 member organizations in Asia region that serve approximately 12 million borrowers 
and 14 million savers, and has a combined loan portfolio of over US$ 780.33 million and US$ 275.75  
million in savings portfolio.  
 
INAFI and its member organisations envision a world where it is possible for development practitioners to 
use their knowledge and expertise to design and implement microfinance activities and programmes that 
will suit the expressed needs of their clients. INAFI aims to enable the poor to bring themselves out of 
poverty and ultimately make it possible for them to live their lives with the minimum life standard that any 
human being deserves. Through years of work, we have learned that there is no single straightforward 
formula that can be employed to uplift the poor out of poverty. The solutions and methodologies that are 
used to achieve this uplift must be as diverse as the problems the poor face in their everyday lives. They 
must be designed to suit their real and particular needs and must remain flexible to accommodate their 
needs as they change in time. 
 
There is no doubt that the microfinance sector has had far-reaching impact on the lives and livelihoods of 
individuals, their families and their communities.   Over the years, micro finance initiatives have 
contributed to social, economic and human development.   However, as we move into the new 
millennium, impact studies show that despite the tremendous efforts of the development sector, we have 
not been able to eradicate poverty in many parts of the world. In Asia today, many country governments 
are facing a grave challenge in fighting poverty as a result of economic failure due to political instability, 
the lack of adequate systems and resources, lack of management capacity, corruption within the 
government services, the impact of natural disasters, long-term conflict, and civil unrest and increasingly, 
the impact of medical crises, particularly HIV/AIDS.  
   
The present focus of microfinance on enhancing efficiency, sustainability, and profitability and the 
resulting trend towards commercialization of microfinance providers has resulted in a bypassing of the 
core objectives of poverty eradication and development. INAFI wants to provide an alternative strategy in 
the microfinance and development sector that balances financial sustainability and social outreach.  We 
strongly believe that it is our responsibility as development practitioners to redirect the agenda, and 
influence appropriate policies and practices in the sector.  
 
 
 



Abstract 
 
Efforts to extend the provision of financial services to poor and low income people have already 

helped achieve many objectives of poverty alleviation, and the Millennium Development Goals, 

and Microcredit Summit 2006 goals, in particular the goal of cutting in half the number of people 

living in extreme poverty by 2015. But there is an enormous unmet demand for microfinance 

worldwide roughly estimated at 400 to 500 million poor and low-income people, the sector still 

has a long way to go to fulfil its potential. World has to answer positively as to how they include 

the poorest into their microfinance magic box that are facing the decades of denials. 

Microfinance leaders and practitioners has to mainstream gender in microfinance in real terms, 

and should not remain happy only to include women as their borrowers, and lastly, the 

microfinance industry needs to know what impacts it producing to social wellbeing of it clients 

etc. To guide awareness-building activities during the Global Microcredit Summit 2006, and to 

ensure that the Summit’s activities go beyond promotion to producing substantive outcomes, 

INAFI Asia presents three theme based papers over here for discussion, and the organisation 

believes that answers to the questions is important as to what actions can the global and local 

community undertake to increase entrée to financial services to the poorest, mainstream gender 

in microfinance, and social impact measurement of microfinance, and thereby ensuring that 

microfinance can effectively contribute to the achievement of the Millennium Development 

Goals. 

 
 
 
 
 
 
 
 
 
 
 



Pro-poor, Demand-driven and Sustainable Microfinance – INAFI’s Vow 
for Alternative Paradigm of microfinance Services 
 
Why microfinance been chosen to ‘halve’ global poverty by 2015 as a major strategy apart from 
other development interventions? It is simply that microfinance provides loans in small-scale 
self-employment activities chosen by the poor themselves, and these loans seem to increase 
income and savings for the poor. But also the taking, investing in IGAs and repaying of loans 
seems to empower the poor through a feeling of “we can do something to increase our family 
income, and reduce our poverty”, as some of them asserts. Actually, for a good programme 
manager, one could make microfinance pay for itself with the interest earned from loans to the 
poor as well as making his/her clients benefited from the scheme. This self-financing 
characteristic permits for colossal increase of microfinance outreach in Bangladesh in particular, 
where density of population is also very high to reach tens of millions of underserved people. 
This self-financing characteristic also encouraged others in the globe to replicate the 
programme, and become successful as well.  
 
To many, this strategy of poverty alleviation seems to have the greatest efficacy and the 
smallest amount of cost per client. If one had to opt just one development intervention, one 
would achieve the most by helping people gain access to financial services. This is why 
microfinance has been chosen as the number one option to get people rid out of poverty. But 
this is just story of one side of the coin, and one should also know that taking on the chance of 
bliss raises the prospect of a near nightmare, in which we get to millions only to find out that we 
reached the not-so-poor ones or did little good for those we did get in touch with. Unless we're 
cautious, the road to that anguish will be smooth with our good intentions. 
 
As we see it so far that microfinance is a running train, say for instance, without saying that who 
is in it or where they are going. We believe they are poor that's whose in the train, and they are 
on their way out of poverty without not knowing much who are the poor and what does out of 
poverty mean. This has caused debate and disagreement in the development community of the 
term ‘poor’. So, exactly for whom and for what purpose do we offer microfinance to the poor, we 
feel sometimes confused. But time has come we should have the answers to these questions. 
But sadly, there is a growing fascination among us with the drivers of microfinance trains. There 
is less and less concern about the passengers and their destination. Unless we turn our 
attention back to the passengers and the destination of the train, we will lose our way, and then 
the prospect of arriving in the wrong destination becomes very real. The procedure of 
microfinance is indeed interesting. There are three levels of operation – the borrowers who take 
loans and invest them in their own micro-businesses, the loan delivery and recovery system, 
and the institution that manages that delivery and recovery system. Nowadays, there is a 
confusing diversity of types and combinations of micro-credit borrowers, delivery and recovery 
systems, and institutional structures of MFIs. While taking a broad view, in all simplicity rather 
than correctness, we see two general categories. One is favoured by people focusing on the 
need for economic efficiency to achieve broad, long-term economic and social development. 
The objective have a tendency to be small or micro-business formation and growth by the not-
so-poor, which is assumed to create jobs, not self-employment as such, for the very poor. The 
hub of the interest is to commercial microfinance. The other category is favoured by those 
focusing on social equity, rather than economic efficiency, to more immediately alleviate the 
daily burden of poverty, as a first step to helping people escape poverty in the long term. The 
objective here inclined to be self-employment of the poorest or the economically active poor, 
especially women, whose control of modest income and savings is assumed to empower them 



to improve the conditions of life for themselves and their children. The core of the concentration 
in this category is a poor family unit. 
 
There is elementary divergence between the two types of microfinance in their objectives, 
structure, and clients; and they require distinctly different programme designs. While the two 
standpoints are equally valid and both approaches are needed, very much, in permutation 
wherever possible. There is a consideration in microfinance practice that we know as good 
practice without knowing much good for whom. But what it seems, as we observe, that a good 
practice usually refers to economic efficiency with less concern for social impartiality, and it 
means good for MFIs, for financial performance. The weight is on building all-encompassing 
financial service systems with remarkably less consideration for how or to whom services are 
delivered. The investor community has been invited by its interest with the driving of the 
microfinance trains. So, it's time to look at microfinance in a different lens and reflect on the 
original motivation for microfinance for the organisers of the Global Microcredit Summit 2006. 
Microfinance was born driven by values, strongly held priorities linked to a higher purpose. So, 
the aim should be to serve the needs of the very poor families, and continuation of human 
progress, well-being of their children, their health and education. We need to intervene at the 
levels of economy, culture, community and family in order to ensure that children have a future, 
and microfinance has the potentials to be the strongest tool among all development 
interventions or actions to attain the aim. The genius of microcredit lies in banking on poor 
people's character, as determined by their peers in a group-based mechanism for delivering 
cash, and getting it back, and with interest. And this mechanism has shown itself to be helpful, 
in Bangladesh as well as in a handful of Asian countries anyway, to huge extension to serve 
large numbers of very poor people. This is moving, and microfinance gives the impression that it 
has the capacity to helping the poor. So, microfinance been rightly chosen to ‘halve’ global 
Poverty by 2015.   
 
But there are some critical questions remained still unanswered that the Global Microcredit 
Summit 2006 should look into. Who rides in the microfinance train, and where it goes are one of 
them. Let us a look back to it, i.e., whose are in the microfinance trains and where the trains 
take them depends critically on the trains’ type or character. People like Nobel Laureate Prof. 
Muhammad Yunus and his Grameen Bank who bagged the Nebel Peace prize this year (2006) 
for pioneered a poverty alleviation formula stepped forward, but there has been astonishingly 
modest attention in innovation ever since. Practitioners (maybe obsessed by donors) have 
focused to move quickly for profit, and there is little concern in the programme (or demand-
driven product) designs in terms of impact on people. There is a lot more innovation out there in 
the rural Bangladesh or in the Asian countries in general than we are actually aware of. Many 
small or medium-sized microfinancing NGOs are doing well (or surviving) with many product 
diversification we didn’t know because there are little or no study done on them. We are aware 
of some NGOs that practiced product diversification, and they have got some results, maybe 
good, maybe bitter. We assume the global, and even the local scenario where our knowledge 
didn’t reach is something similar or alike, but we do not know exactly what is happening where. 
Why we don’t know about the innovations and clients’ demand-compatible programmes? It is 
because we are not coming across for these. In Bangladesh, there is the microfinance industry 
fence in around ASA (low-cost microfinance-only model), BRAC (holistic model) and Grameen 
(the model in itself) and around mass production of microfinance services. That doesn't mean 
other models don't exist. There’s hundreds of microfinancing NGOs funded and guided by 
PKSF in Bangladesh that are doing very well, and with a strong social face. Internationally, we 
have full financial operations like BancoSol of Bolivia, BRI of Indonesia, and the contrasting self-
help group model promoted by the Indians as well. But interestingly enough, there are many 
models than one can count and take stocks of. For example, we all know in the industry that a 



World Bank survey of microfinance institutions did not account for several thousand 
microfinance institutions! So, how can we really assert that we know all the right things and 
concerned about the real questions in microfinance?  
 
Actually, the knowledge leadership of the microfinance community is damping innovation in the 
name of upholding good practices. In this scenario, one can easily raise this question as to 
whether the good practices are linked to impact on our children’s education, or women’s health. 
Good practice is oriented to operations and numbers of clients supposed to be poor, not impact. 
A good practice more and more means implement the performance standards of the 
commercial banking industry, and the NGOs or MFIs what one calls these institutions are 
starting to follow the standards of the very industry that has failed historically to meet the 
colossal demand of the poor for financial services for which we are now seeing mushrooming of 
MFIs worldwide. While many of the NGOs or MFIs complain that it's too hard to meet these 
banking standards, but at the same time they implies that microfinance must be business-like, 
and it is sooner the better they adopt banking standards of performance, to the extent they don't 
suffocate the ability of the poor to really benefit. But where the risk-averse standards of the 
banking industry lean the balance away from the value-driven mission of the NGOs for the 
poor?  In fact, many NGOs, and most of the bigger ones, are doomed to ditch the very poor in 
favour of serving the more profitable not-so-poor, and maybe not even the “missing middle”, as 
BRAC coined this group in their literatures. This is the past of banking worldwide, market 
disappointment for the poorest. So this is the reason we are not demanding and getting impact 
assessment of microfinance, but just becoming pleased to get the performance data. But, if we 
really interested to ‘halve’ global poverty by 2015, why on earth are we not looking at new ways 
and means for delivering services in ways that help the truly poor? We think there are a lot of 
tasks to be done before the leaders of the Global Microcredit Summit 2006 if they are really 
serious about ‘halving’ global poverty by 2015. 
 
There are so many important issues that the contemporary knowledge leadership of the 
microfinance sector or industry whatever one calls it should not just dismissed as they do this 
very efficiently nowadays. NGO/MFI leaders and the sector as well should not allow this 
influential rejection. To the best of our knowledge, and we admit that our knowledge must be 
limited, but we are aware of only two microcredit programmes where studies have conclusively 
shown positive impact on children, and they are Bangladesh’s Grameen Bank and BRAC. We 
don’t know whether it is just a twist of fate that both the duo has integrated a broader 
educational agenda into their programmes while still achieving very high levels of operational 
and financial self-sufficiency. So far we know that a number of other organisations also have 
integrated the same educational and human development agenda into their programmes but 
many of them are lagging behind in achieving a good OSS or FSS. There must have many 
instances, locally or globally, but we don't really know.  More work to be done in this sector, and 
replication of the few success stories has proved intangible elsewhere. We require solicitous 
answers that mirror understanding of the conditions in Asia, and other success-story countries. 
We need to know many things right, but the NGOs have a responsibility to recoup the 
knowledge leadership of the microfinance movement and keep it in line with its founding values. 
Taking on the ways of bankers is no stand-in for thinking and learning for the organisations that 
identify them as for-the-poor. The mastermind of the microfinance movement is its scrutiny of 
the poor as bankable. They are paying, even from their trivial income. So, to serve them, we 
need to be both value-driven and business-minded. That means starting our thinking with the 
very poor, rather than with the product we have in our bag to sell. We have to identify the truly 
poor whose children are struggling to survive, whose children are much less flourished, with or 
without targeted food or employment assistance whatever possible and work on the ground. We 
have to model or re-model a microfinance train that will provide seats for the real poor, and the 



dream-train will take them out of poverty. This sort of work maybe in its formative years and 
there is much to be done. We expect support to this kind of work from the “Summit” leaders that 
are going to sit in November this year in Halifax, Canada to decide future strategies and 
priorities of microfinance globally.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



There is more to Add to live with a Human Dignity – INAFI’s Views on 
Social Impact Measurement 
 
Microfinance nowadays has come to be functional by two broad approaches regarding the best 
way to help the poor through access to financial services, the sustainability or building strong 
institution and the benefit approach to the poor. The worldviews of each approach are not 
contrary, and in fact, there are NGOs or MFIs that appear in practice to embrace them both. The 
first approach focuses on creating financial institutions to serve clients who either are not served 
or are underserved by the formal financial system. Emphasis lies on achieving financial self-
sufficiency; breadth of outreach, meaning numbers of clients, that takes precedence over depth 
of outreach that means the levels of poverty reached, and positive client impacts.  
 
On the other hand, the second approach, the benefit approach to the poor, laid emphasis on 
depth of outreach. These types are quite clear in their centre of attention on immediately 
improving the well being of the clients they serve. They are less interested in banking than in 
using financial services as a means to alleviate poverty among clients and communities, even if 
some of these services require subsidies. Their objective tends to be self-employment of the 
poorer of the economically active poor, especially women, whose control of modest increases of 
income and savings is assumed to empower them to improve the conditions of life for 
themselves and their children. Like the first types of institutions that concentrate more on 
institutional sustainability,  the pro-poorest second ones have assumed more impact than they 
actually have been able to document. The most prominent examples of such institutions are 
found in Bangladesh in particular, and in Asia in general. 
 
This is a divide in institutional type. Another divide is seen as to whether microfinancing NGOs 
or MFIs need impact assessments or not. No doubt, there are fundamental differences between 
the types. These differences, moreover, are much more than merely philosophical debates. 
How they are resolved has a crucial implication for the future of microfinance, its guiding 
principles, its objectives, its clients, and its impact on the poor and on poverty in general. 
Whatever the difference, it is no arguable point nowadays that NGOs or MFIs realise social 
performance monitoring is as important as tracking financial performance as it follows from the 
double bottom line concept. But key to the understanding of performance indicators, is to set it 
apart from impact assessment or impact measurement. They are different tools, and can not 
easily be integrated into management information systems. But performance indicators are 
building into the NGO’s or MFI’s systems and managed, as it were, by the NGO’s or MFI’s own 
staff, just as they manage financial performance indicators. So, here comes the problem. 
 
As all NGOs or MFIs have slightly different objectives, it is important that they formulate different 
performance indicators that are directly relevant to these objectives. That means that not all 
NGOs or MFIs would be interested in working with the impact measurement concept. Even if 
some of them are interested, they may not be interested to work with the same indicators in the 
social realm. But we know that there is a great unity as regards to financial indicators worldwide.  
So, if we agree that the NGOs or MFIs have a social mission, they should not be hesitant but 
come up bold, and initiative would do wise for them focusing on the formulation of social 
indicators per individual NGO or MFI, if not a common ones as most of the studies so far 
suggests. It is important now to ask for each and every microfinancing NGO or MFI in the world 
that what information would they consider crucial to keep track of its social mission in practice? 
In practice it may well turn out that many NGOs or MFIs have a shared interest in some 
indicators but at the same time would formulate some unique ones. If this would happen, it 
could be considered to have all participating NGOs/MFIs adopting some four or five key 



dimensions of indicators collectively, whilst adding one or two individually as per the country, 
geography or cultural context. This is the task ahead for the microfinance leaders to decide 
during the Global Microcredit Summit 2006 to be held in November this year in Halifax, Canada. 
 
Now, let us see what prospects are there for the vision, and the obstacles. In fact, prospects are 
really not bad but obstacles are like the situation that two Bengals (Bangladesh, and the West 
Bengal of India) divided by a common language. Although the opposing parties share a 
common obligation to microfinance services and a common language of concern for the poor, 
we see this conformity for a synchronisation of purpose. The stated ultimate goal of both the 
opposing NGOs/MFIs or think tank is poverty reduction, yet the practical objectives each has set 
for itself diverge. They define poverty differently, and each has articulated different visions of 
how the poor can be helped by increased access to microfinance services. The practical 
implications of these differences are at least threefold. 
 
1. Differences in the population segments served (the not-so-poor entrepreneurs vs. those who 

struggle on the margins of survival). 
2. Differences in the service delivery to these populations (lending to individuals vs. groups. 
3. Differences in the institutional structures and financing to support these services (social 

service NGOs vs. commercial MFIs and finance companies). 
 
The shown unity of purpose in the microfinance industry is a mask, and the argument that a 
common set of standards is needed to advance the microfinance agenda is confusing. Let me 
share some examples, such as, the only-finance NGOs or MFIs believe that achieving poverty 
reduction targets (national or MDG targets, whatever it is) requires massive scale, given both 
the worldwide prevalence of poverty and the estimated demand for microfinance services. This 
massive scale in turn requires massive financial resources, and it is from this requirement 
springs their concern for financial self-sufficiency, or tapping private sources of capital. But 
widespread access to private capital in turn requires that NGOs or MFIs be well run, operate 
efficiently, and, most important, be profitable. Finally, to satisfy the world demand for 
microfinance services, it is necessary to create an entirely new financial system consisting of a 
large number of privately financed, large-scale financial intermediaries that provide financial 
services to the poor. This position is supported by the all-strong World Bank, CGAP, and USAID 
etc. Readers can understand how tough it is for a MFI to seek impact assessment of their 
operation, just forget about the social impact assessment when Richard Rosenberg of CGAP 
says “if your investee institutions are pricing their services in a way which covers ALL of the 
costs of providing them...and if their clients continue to use these services, then you have strong 
evidence from the persons most likely to know that the clients are deriving benefits whose value 
exceeds the cost of providing them.  Do you really need to know a lot more than that?”  
 
So, the unity is at stake because the NGOs or MFIs that believes the same (microfinance for 
poverty alleviation) also believes that the end of microfinance is improved social welfare, and 
the ultimate measure of a successful MFI is whether it improves social welfare. The problem 
with improved social welfare, however, is that it is difficult and costly to measure. One may also 
substitute outreach as a proxy for social welfare, and in this particular case, Bangladesh is the 
Champ though some of them are not so interested on ‘social welfare’ of their clients. But that 
may not be the case either because though Indian NGOs or MFIs are believably doing social 
welfare, their outreach is still poor. Another thing is the typology of outreach. Breadth of 
outreach is easy to measure by simply counting heads but other dimensions of outreach, 
particularly depth of outreach, which is more difficult to measure but more assertive that whether 
a programme is socially focused or not. As microfinance practitioner, when we take the typical 
proxy for an NGO’s or MFI's depth of outreach is average loan size, the institution builders take 



yet one more shortcut to estimate social welfare. Their proxy is financial self-sufficiency. So, the 
unity is disturbed! Actually, to measure the impact of microfinance on social welfare, one must 
calculate both social costs and benefits. Measuring the social costs of lending is easy enough. 
This is equal to the opportunity cost of capital. The difficulty comes in measuring the social 
benefits of microfinance, and for that we need social impact measurement of different 
microfinance programmes and institutions. 
 
The leaders in microfinance worldwide can try this idea at the Global Microcredit Summit in 
Halifax this year: microfinance programmes across the world could incorporate a set of guiding 
operational principles. The first is a commitment to a participatory process in which practitioner 
institutions could work in an initiative as co-participants. The second is the desire for 
comparability across institutions, a feature that has proved indispensable in the collection and 
interpretation of financial performance indicators. The third is a commitment to limit the 
resources (time, staff, and money) used to collect the indicators. The fourth is selection of 
empirically valid social return indicators. The fifth is an explicit distinction between the aims of 
this kind of initiative and parallel efforts to establish the causal impacts of microfinance on socio-
economic outcomes.  
 
There are, however, some impact assessment projects worldwide on which the Summit leaders 
should give due importance. Those operating parallel to this proposal is a number of initiatives 
aimed at developing conceptual frameworks or tools to describe and analyse the social 
performance of microfinance institutions. These include the high profile Imp-Act Project, USAID 
Poverty Assessment Initiative, Chemonics Measuring Outreach Project, CERISE and Social 
Impact Measurement (SIM) of INAFI etc. Mentioning these programme means make the 
readers handy what is going on where, and why? Imp-Act is a global action-research 
programme funded by the Ford Foundation. It builds on the priorities and agendas of MFIs and 
their clients to promote the development of impact assessment systems that both inform internal 
decision-making and satisfy the requirements of external stakeholders. The purpose of the 
USAID Poverty Assessment Initiative, which is being managed by IRIS, is to validate a set of 
poverty assessment tools to be used by MFIs to qualify for funding from USAID. The objectives 
of the Chemonics project, funded by USAID under the Accelerated Microenterprise 
Advancement Project (AMAP), are to develop a conceptual framework, a set of indicators, and a 
social audit tool to measure the net social benefit of microfinance. The Chemonics project is 
based on Mark Schreiner’s “Six Aspects of Outreach,” which uses institutional, rather than 
social, indicators to proxy different dimensions of the social costs and benefits of microfinance. 
The CERISE project is trying to identify social performance proxies that are already embedded 
or could easily be embedded into the MFI’s management information system.  CERISE is 
looking both at outcome indicators and indicators of corporate social responsibility related to the 
MFI’s internal policies and it’s interactions with staff, clients, and the broader community. SIM 
(Social Impact Measurement) of INAFI is a 18-month tripartite pilot project of INAFI-
OxfamNovib-Ordina that focuses on the development of a sophisticated and uniform database 
system for social performance and impact assessment based on some basic social indicators to 
be tested by selected 10 MFIs in three continents. The project will result in a software system 
produced by Dutch software company Ordina that will enable individual institutions to measure 
and monitor their impact on the ground.  
 
We know, traditional business and traditional social service approaches are familiar polar 
opposites, but these are the two ends of the microfinance variety. What is expected in the 
microfinance movement is the broad middle ground should be occupied by the emergent social 
enterprises specialising in microfinance and related services. This is where the good practices 
for combined impact and sustainability would most productively be focused. 



INAFI Asia Vows Empowering Women by Mainstreaming Gender in 
Microfinance 
 
Why we want to mainstream gender in microfinance to empower the women? It is because we 
want to address the issues of inequality and poverty in a gender perspective. While the issue of 
inequality explains opportunities available and inaccessibility to these opportunities to a large 
extent, poverty is the state of one who lacks a usual or socially acceptable amount of money or 
material possessions. Poverty is said to exist when people lack the means to satisfy their basic 
needs.  So, what is common in inequality and poverty, and what is different is not all that easy to 
define. But it is true that while the poverty situation is decreasing, inequality is increasing. 
Although both poverty and inequality is a phenomenon as old as human history, its significance 
changed, and under traditional, non-industrialised modes of economic production, we have no 
choice but to accept poverty and inequality as inevitable because the total output of goods and 
services in the entire world as well as in the individual countries, even if equally distributed, 
would still have been insufficient to give the entire population a comfortable standard of living by 
prevailing standards. So, poverty and inequality has been bitterly experienced by billions 
globally and locally, especially the women in particular. But as development practitioners or 
microfinance providers, we should have good policies so that we could deal better with 
inequalities and poverty around the globe, and the Global Microcredit Summit 2006 would be 
the right platform to discuss and decide how we can mainstream gender in microfinance to 
empower the women to alleviate global poverty.  
 
As poverty has many dimensions, it has to be looked at through a variety of indicators – levels 
of income and consumption, social indicators, and indicators of vulnerability to risks and of socio 
or political exclusion that creates inequality. But, it has an important yet invisible dimension, the 
gender dimension that has to be looked at through. Much work has been done using 
consumption or income-based measures of poverty, yet also on non-income dimensions of 
poverty, most notably in the Human Development Report prepared annually by the United 
Nations Development Programme, but little attention has been put to look through poverty 
situation by inequality and gender dimensions.  
 
We know, and it has been discussed that key global institutions and actors have adopted 
microcredit as a targeted strategy for poverty reduction, and the Global Microcredit Summit is 
one of the promoters. Microcredit also figures as an approach to poverty reduction in the latest 
IMF-World Bank coordinated initiative, the Poverty Reduction and Economic Growth Facility 
(PRGF) and are reflected in the associated country Poverty Reduction Strategy Papers 
(PRSPs). So, it would be best if the Summit leaders in Halifax address the inequality and 
gender aspects of microfinance that would empower the poor and poor women in particular. We 
need to translate into policy rectification the findings we already have. Inequality in access to 
education, information and information technology, inclusion and decision-making, employment 
opportunities, fundamental liberties including religion and political decision making have a 
bearing on how the individual would be in a position to move out of poverty. We may need 
locally and globally to tackle this from accessibility point of view. The importance of accessibility 
to economic activities and financial services where the bulk of the rural poor, especially women, 
in the developing world are found cannot be under estimated.  
 
Inequalities need to be understood from different perspectives, not only economic and financial, 
but also political, social, cultural and across countries, within countries, geographic regions and 
of gender, ethnic, tribal lines; age associates, race, colour, social and cultural backgrounds. 
Inequities in any form are counter-productive to development, as development must be fully 



participatory and any form of discrimination against individuals leaves them out of the 
development process both as contributors to as well as beneficiaries of development. Exclusion 
from the development process is not only a violation of one's basic human right; it makes little 
sense in economic terms. It took even the developed countries a long time to realise that 
excluding women who constitute 50 per cent or more of the population from effectively 
contributing to the various walks of national life was hurting national GNP. While this realisation 
has caught up in developed countries not only because on gender equity grounds but in 
economic sense, most developing countries like Bangladesh have yet to realise the importance 
of inclusion of all human beings in the development of their countries. Exclusion is one of the 
major causes of conflict and civil strife in some developing countries of today. 
 
No one is arguing that societies can be perfectly equal or that there will be equality in the globe, 
but retaining inefficient forms of inequities and discrimination are counterproductive and that 
appropriate strategies and policies at national and global levels need to be put in place to lift 
poor people in general, and women in particular, out of the misery and degradation of poverty 
and deprivation. Today's world can boast of sharing that is capable of making a qualitative 
improvement in the lives of all people on this earth. Yet, the plight of those living in poverty, 
more specially women, in Bangladesh as well as in many countries in Asia, Africa and Latin 
America remains unchanged. Sharing is fundamental to improving the living standard of people 
and it is in these areas that inequities within or across nations need to be addressed and 
minimised. Both the size of the national or global slab is not limited, so sharing the benefits of 
resources and services among developing countries are essential. There are of course other 
policies – national, regional and global levels that will also need to be put in place for the 
common good of all living beings in this world. 
 
We have doubt whether microfinance has the capacity to address the problems of inequality, 
but we think, it can address poverty and the gender inequality in provisioning microfinance. 
Rightly so, at the first privately organised microcredit summit (February 1997 Microcredit 
Summit), the Council of Heads of State and Government at the Summit asserted: “We believe 
that if we all work together this campaign will become one of the great new chapters in human 
history and will allow tens of millions of people to free themselves and their families from the 
vicious cycle of poverty”. Such claims have been advanced on the grounds that the microcredit 
can not only generate financially sustainable lending institutions for poverty alleviation, but also 
facilitate institutional relations necessary for decreasing gender inequality and empowerment of 
women. So, we like to remind everybody regarding the critical perspectives on the relationship 
between poverty, gender inequality and microfinance. Its approach differ from more 
conventional microcredit to desired microfinance service providers in their commitment to view 
financial services for the poor within the context of gender, social, economic and political 
processes and the cultural politics of social change in local communities. Instead of focusing on 
quantifiable final outcomes of microfinance, we like to taken up of the institutional and social 
processes through which those outcomes could be achieved, and their implications for reducing 
gender inequality. It would also be coincided with the global trend toward diminishing the role of 
the state in economic development, basic health care, education, and welfare as a market-
friendly strategy for poverty alleviation as well. 
 
We like to argue that the increasing involvement of men and women in microfinance 
demonstrates a significant improvement for the agency of women in development. The 
achievements of microcredit in terms of geographical coverage, number of women enrolled, 
repayment rates, and participation of women in activities outside the domestic sphere is not all 
that sufficient. We want to see critically the connection between microcredit and women's 
empowerment. It would be wrong if we remained satisfied with conventional indicators of the 



success of microcredit programmes: the high repayment rates and enhanced productivity of 
women borrowers. Nor it would be wise to accept the prevailing view that such indicators can 
serve as a proxy for women's empowerment. Instead, we want microcredit to become 
microfinance as a social process in articulation with local cultural economies and global political-
economic trends. Thus, while we do not dismissing quantitative measurements of performance, 
we like microfinance practitioners to place emphasis on the processes through which credit is 
delivered, utilised and repaid.  
 
By this, we want to mean that microfinance as thus far practiced has failed to become gender-
sensitised microfinance, and also failed in part to fulfil its promise for women's empowerment. 
We want that the poor, and especially poor women, manage their own welfare through active 
participation in the economy. What we have seen the pressure exerted on women to repay their 
loans establishing the existing social hierarchies along lines of caste, class, ethnicity, and 
gender. I mean, gender hierarchies get institutionalised in the discourse and practice of taking 
and repaying loans. We need to rethink what empowerment of women really means. While 
acknowledging the possibility of translating social goals into practice within the limitation of 
existing institutions, we want that the Global Microcredit Summit 2006 leaders would offer 
programmatic and procedural guidelines for reconsidering women's empowerment and address 
how microfinance can be made gender sensitive, and equal. 
 
But what would be the best way to ensure that women maintain control over their loans, invest 
in profitable activities and maintain control of the benefits from that investment? How we can 
maximise the chances of women controlling their lives and influencing society so that society 
becomes more just? Usage of funds by women is another important point. However, there may 
not easy or clear answers but the fact should not remain that women continue to borrow and to 
repay when loans are hijacked by their husbands or father/brothers and tension in the 
household remains. One answer could be that making microfinance gender sensitive, and that 
is not about providing credit to women only what a case in Bangladesh or elsewhere is. This can 
be done by taking into account the needs and constraints of both men and women when 
designing and delivering finance. The approach could be to ensure that the finance provided is 
just as attractive to women as it is to men. We expect the approach should be inclusive rather 
than exclusive. It is that men and women have different needs and priorities, and financial 
institutions must assess this changing reality and adjust their programmes accordingly. We want 
to say that women-targeted finance programmes are not gender-sensitive since they exclude 
men. Although these programmes may be justified as a positive measure to bridge the major 
gender gap, we have the experience of the perverse effects when men hijack their spouses’ 
loans because they have little or no access to credit. It also creates household violence and/or 
delegation of income responsibilities from men to women. In view of what has been said above 
it is expected from the microfinance leaders that as a general rule they discuss the issue during 
the Summit so that the focus of microfinance would become most appropriate to offer financial 
services to both men and women in every financial scheme, and those are meant to trim down 
all forms of inequalities and exclusion.  
 

 
 
 


