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HOUSE OF COMMONS

LONDON SW1A 0AA

The All-Party Parliamentary Group on Microfinance


Call for written evidence

About the inquiry and call for written evidence

Over the past 30 years, the microfinance sector has grown and diversified significantly. There are now many different actors providing financial services to the poor. Some microfinance institutions have remained focused on the original mission of microfinance, seeing it as a tool to help the poor work their way out of poverty, whereas others have recognised the potential to make profit through expanding financial services to those who have been traditionally excluded. The majority of microfinance institutions fall within the spectrum and attempt to reach the poor whilst remaining profitable. 
The APPG on Microfinance is launching an inquiry in November 2010 to tackle questions around the role of microfinance in tackling extreme poverty and in particular, whether microfinance institutions need to be intentional about improving the welfare of their clients in order to have an impact on poverty alleviation. The findings of this inquiry will form the basis of a report to be published in the Spring of 2011.
The APPG will use the evidence collated from a range of international microfinance practitioners and experts to produce a set of recommendations to the UK Department for International Development (DFID) and other donors concerned with eradicating extreme poverty on how they should target future support to microfinance in order to have the greatest possible impact.
Responding to the call for evidence

Deadline for submissions is 14 January 2011. Your submission should include the name and contact details of the person or organisation submitting the evidence. You may also include a short introduction to the submitter, perhaps explaining your area of expertise. 
The APPG is particularly keen to receive evidence and examples based on research and on the ground activities. Please include comprehensive references to any supplementary material (e.g. articles, reports or studies) that you would like to draw the APPG’s attention to.
If your submission is more than six pages long, please include an executive summary. 
Please note that you do not need to answer every question. Please feel free to only answer the questions that are relevant to your area of expertise.

Written evidence may be referenced in the final report. If you wish for your evidence to be anonymous please make this clear in your submission.

All responses should be either emailed to the APPG’s Coordinator at microfinance@results.org.uk or posted to 2nd Floor, 13 Maddox Street, London, W1S 2QG. 
Your details

Name: Ben Ovio
Title and organisation:  Director, ENDIP Consulting Limited
Email address:  ben.ovio@endip.org 
Telephone number:   07932650513
Questions:

a) Of all the various products and interventions that fall under the broad heading of 'microfinance', can you be specific about which of these you will focus on in regard of the remaining questions and provide a brief definition of the same? Microinsurance, Mesofinancing and Technology-driven Money Transfer
b) How important do you think microfinance is for achieving the Millennium Development Goals and eradicating extreme poverty in the developing world? It is sine qua non to achieving the MDG.  If well coordinated, it is catalyst for achieving some of the MDGs
c) Should the reduction of poverty be the primary goal of all microfinance programmes? No access to finance and social protection is equally important.  
d) How can we measure whether microfinance reduces poverty?  This is a bit tricky.  Taking into cognisance the fugibility experience by microfinance beneficiaries, there is a challenge of measuring the impact of microfinance in poverty reduction.  If we use the human development index  and sustainable livelihood tools, there will be a challenge .
e) What factors make microfinance successful in alleviating poverty? Access to mesofinance and microinsurance
f) Is microfinance still valuable even if it doesn’t reduce poverty directly (or if causality can’t be proved)?  To some extent, yes however, it needs to be modified, developed with new products.  Scale is of essence without political interference.
g) Should we be concerned about the financial sustainability of microfinance models? Is achieving financial sustainability compatible with the social goal of alleviating poverty? Yes, an equilibrium has to be struck.  A business model is critical in striking a balance between financial sustainability and the goal of alleviating poverty.
h) Which groups should or should not be targeted by microfinance programmes and why? (For example: the economically active poor, the poorest, etc).  Economically active poor.  The economically active poor can be supported with access to microfinance that could alleviate poverty.
i) How can governments and donors contribute to the poverty reducing capabilities of microfinance programmes?  Provision of loan capital for NGO Microfinance Institutions to penetrate rural communities were they have knowledge and expertise.  Increase in capitalisation of loan portfolio and administrative cost for scaling up for NGO Microfinance Organisations as opposed to traditional Microfinance Banks.  Focus should be on NGOs who have the development mandate of working for the poor, the voice of the poor and advocates for the poor.  Donors and government should provide low interest capitals to these microfinance NGOs who are advocates for the poor.  Donor and Government support for microinsurance is critical as well as a strategy for risk mitigation and social protection in developing countries.
j) What form should the UK’s support for microfinance take; how should the effectiveness of UK interventions be measured? Focus should be on microinsurance, mesofinancing and technology driven money transfer services.  MESOFINANCE is critical as opposed to microlending that is vulnerable to fungibility on the part of beneficiaries.  To avert fungibility, we need to focus on MESOFINANCING and MICROINSURANCE and domestic MONEY TRANSFER SERVICES.
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