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“What's happening? To be blunt about it: the 
pinstripes are chasing the poor. Microfinance, 

once a relative cottage industry championed by 
antipoverty activists and development wonks, is 

on the verge of a revolution, with billions of 
dollars from big banks, private-equity shops and 
pension funds pouring in, driving growth of 30% 

to 40% a year. Financiers are convinced that 
there's huge money to be made in microfinance.”

The Big Trouble In Small Loans
By Barbara Kiviat 

Links on this page:  Women Being 
Cheated? 

This week’s press on MF…
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Yet making loans to poor people, while an 
important tool, is hardly a poverty cure-all. 

Property rights, the rule of law--these things 
matter too. "You cannot over-idealize what 

microfinance alone can do," says Clara Akerman, 
president of the microfinance group WWB 

Colombia. 

The Big Trouble In Small Loans
By Barbara Kiviat 

This week’s press on MF…
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Opportunity International Bank of Malawi (OIBM), for 
example, has moved away from traditional microfinance to 
focus on savings accounts. "The poorest people are not often 
able to run a small business, which is what micro-credit 
organisations focus on," says Deborah Foy, international 
programmes director at Opportunity International UK. 
"Usually poor people do save, but they tend to save in a tin 
pot." 

OIBM, which has also developed a weather-indexed 
insurance product, based its model on biometric technology. 
No formal identification documents are needed to open a 
savings account and, for those who are illiterate, no forms 
need to be filled out. Overview: Microfinance unlocks potential of the poor 

By Sarah Murray , 2 June 2008  Financial Times (FT.Com)

Not all bad…
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What is Microfinance? What’s an MFI?What is Microfinance? What’s an MFI?
Microfinance is the sustainable provision of financial 
services to poor people

Savings (compulsory & voluntary, remittances/transfers, 
insurance, credit – working capital, housing, emergency, 
consumer, and more)

Microfinance services are offered by
Specialised commercial providers (MFIs)
NGO specialised providers (NGO-MFIs; no savings 
intermediation)
Banks
Less formal organisations – Community Managed Loan 
Funds, Self Help Groups, Susu, RoSCA, ASCA….
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Everyone gets their own money, but guarantee each other
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Everyone brings back their repayment each week…. 
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Everyone else has to pay for the non-payer…
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When a disaster hits, most people can’t pay, and the ones that 
can pay their own way cannot pay for everyone else
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Livelihoods and MicrofinanceLivelihoods and Microfinance
80% of tsunami-affected HHs lost their main source 
of income (Sri Lanka); >100,000 microentrepreneurs 
lost their livelihoods in Aceh
A livelihood is a means of support, something that 
provides income to live on, especially paid work to 
secure the necessities of life; economic activities that 
people know, own and undertake to earn income 
today and into the future; sustainable livelihoods 
allow a HH to cope with and recover from stresses, 
shocks and maintain and enhance its assets and 
capabilities while not undermining the existing 
resource base…. 

Banking with the Poor Network: Brief 2: The Role of Microfinance in Livelihood restoration following a Natural Disaster



1212

Kind of true: BUT, they often serve a +/-
20-40km radius via staff on motor 
bikes… The potential may be 
technology – for example, smart cards

To their borrowers…not usually the gen’l 
public; And, many MFIs don’t “touch the 
money” – clients deposit funds in comm’l 
banks…

Yes, BUT,  MFI clients re-pay 
loans…cannot confuse grants & loans 
Have to recognize difference between 
beneficiaries and clients

MFIs are “everywhere” already 
serving poor people

MFIs are already used to 
distributing money…

MFIs are development 
NGOs and 

have to help

The Popular View of MF and Natural Disasters
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An aside…An aside…
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Clients… not beneficiaries
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MFIs don’t care and 
aren’t very helpful during 
And after natural disasters

The Popular View of MF and Natural Disasters

Generally Not True! But, 
their mandates 
(sustainability) and the 
post disaster situation 
often lead to confusion as 
to what MFIs should and 
can do without harming 
their own sustainablity…
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So, how can MFIs be useful before, during 
and after a natural disaster? 
So, how can MFIs be useful before, during 
and after a natural disaster? 

Response 

/relief

recovery
development
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Development phase – MF & ME Development phase – MF & ME 

Sustainability
Growth
Profitability (financial bottom line)
Social Mission being upheld (social, double, 
bottom line)

Livelihood development
Value chain/enterprise development
Employments and small medium enterprises

clients
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Disaster Risk Reduction – MF & CDDDisaster Risk Reduction – MF & CDD
Prevention, Preparedness and Mitigation

(Strong) Microfinance institutions as partners –
Where are they? How many clients do they have? How 
do they reach their clients? 
What are their goals & mindset? (good partner?)
What products do/could  they have that could be useful? 
Savings? Insurance? M-banking?
What plans (financial) do they have in place in the event 
of an emergency?  (Rescheduling loans; compulsory 
savings? Reconstruction loans?)
What plans (relief) do they have? Can they clearly 
distinguish staff and MIS and assist with disbursing relief 
supplies, including cash? 

clients
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Big questions about MF’s Ability to RespondBig questions about MF’s Ability to Respond

“Can an emerging microfinance sector staffed 
with less trained local human resources 
operating in a poor country manage major 
disasters?  This is a relevant issue for 
Mozambique”

…. And a whole lot of other countries. 

Geetha Nagarajan
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Disaster Response & Early RecoveryDisaster Response & Early Recovery
Rescue and Relief

Their buildings, staff, equipment (motorbikes, cars, 
telephone lines) need assistance. They may or may not 
have funds available. Once replaced/recovered can 
they be leveraged?
If in place, with good client contacts (incl. mobile 
phones), staff and good MIS - will they disburse relief 
supplies, including cash?  

Sustainability – make sure clear distinctions
Loyalty – good for business

Donors on board with (the right kind of) funds and other 
assistance [Bangladesh & Honduras good examples)

C
lients &

 B
eneficiaries
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if everyone wants their savings at the same 
time (or loans) there will be a time…. 
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….when there is no more money 
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“In the complicated post-tsunami economic 
environment, no financial institution was willing 
to relax its rules to help tsunami-affected 
businesses. Local banks froze all activity and 
spent months waiting for the Bank Indonesia 
(BI) to tell them how to restructure their 
portfolios.  These institutions did not have the 
capacity to assess the lending risks and 
opportunities in the new environment and to 
design financial products to respond to the 
situation”.

Sascha Muench, Mercy Corps

Experience in Aceh…. Experience in Aceh…. 
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“Local financial providers were also victims 
of the tsunami and had little capacity to 
lend.  All local providers from national banks to 
small cooperatives were affected.  A significant 
portion of these institutions’ outstanding 
portfolios were unrecoverable and they lacked 
cash to lend.  Many financial institutions also 
lost staff in the tsunami and some suffered 
damage to their offices and records.”

Sasha Muench, Mercy Corps
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Disaster Response & Early RecoveryDisaster Response & Early Recovery

Rescue and Relief

Payout insurance claims as soon as possible
Implement policy to allow compulsory and 
voluntary savings to be withdrawn (balance with 
need to ensure liquidity…)
Implement policy re: rescheduling loans (protect 
portfolio quality and liquidity)

C
lients
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L/T Disaster Recovery L/T Disaster Recovery 
Rehabilitation and Reconstruction

THIS is why you didn’t lose focus on sustainability
Products back in action – Build Back Better!

Savings (if allowed; arrange gov’t transfers)
Remittances (migrant outreach)
Housing loans
Housing improvement loans
Small business re-stocking loans 
Working capital loans
Other emergency credit (health)
Insurance payouts, property/livestock continued & health?
Better outreach to vulnerable groups, women, etc…

clients
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My one Microfinance cop moment…My one Microfinance cop moment…

Repayment, social 
funds, community 
managed loans 
funds and revolving 
funds…

If it’s not a loan, don’t call it a loan

If it’s not a livelihood, don’t call it a livelihood

At the end of 2.5 years, 
would you rather have 

served 154 people or 69

At the end of 2.5 years, would 
you rather have lent out 

7.7Million or 3.4Million on 
your initial investment of 1M?
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Revolving Funds

Amount of Fund 1.000.000 LUC (local units of currency)

Loan Amounts per person 50.000

Repayment terms 6 months

Interest Rate 10% flat over 6 months - ie, 5,000 for every 50,000 borrowed

1,1

Portfolio 
People w/ 
loans 100% 95% 90% 85% 80% 75% 70%

1.000.000 1.000.000 1.000.000 1.000.000 1.000.000 1.000.000 1.000.000 1.000.000 
people 20 20 20 20 20 20 20 20

6 months 1.100.000 1.045.000 990.000 935.000 880.000 825.000 770.000 

people 22 21 20 19 18 17 15 

12 months 1.210.000 1.092.025 980.100 874.225 774.400 680.625 592.900 

people 24 22 20 17 15 14 12 

18 months 1.331.000 1.141.166 970.299 817.400 681.472 561.516 456.533 

people 27 23 19 16 14 11 9 

24 months 1.464.100 1.192.519 960.596 764.269 599.695 463.250 351.530 

people 29 24 19 15 12 9 7 

30 months 1.610.510 1.246.182 950.990 714.592 527.732 382.182 270.678 

people 32 25 19 14 11 8 5 

Total Number of People Reached 154 134 117 102 89 78 69 

$ "reinjected" into business & HH 7.715.610 6.716.892 5.851.985 5.105.487 4.463.299 3.912.573 3.441.642 
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My one Microfinance cop moment…My one Microfinance cop moment…

Repayment, social funds, community managed loans 
funds and revolving funds…

If it’s not a loan, don’t call it a loan

If it’s not a livelihood, don’t call it a livelihood
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Other resources (handouts in the back)Other resources (handouts in the back)
Related Documents

Bangladeshi Experience in Adapting Financial Services to Cope with Floods: 
Implications for the Microfinance Industry
Can Microfinance Meet the Poor's Financial Needs in Times of Natural 
Disaster?
Disaster Loan Funds for Microfinance Institutions: A Look at Emerging 
Experience
Disaster Management for Microfinance Institutions in Mozambique:
Reflecting on Lessons Learnt for Future Directions
MFI Liquidity Problems After a Natural Disaster
Microfinance and Disaster Management
Microfinance and Disaster Risk Management: Experiences and Lessons 
Learned
Microfinance Donors: Preparing for Natural Disaster
Microfinance in the Wake of Natural Disasters: Challenges and Opportunities
Microfinance in the Wake of Natural Disasters:Challenges and 
Opportunities(AIMS Brief)
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The end…The end…

But not really! 

Evelyn Stark estark@worldbank.org
Stephen Rasmussen srasmussen@worldbank.org

Our consortia member-donors/funders


