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Welcome and opening remarks from Julia Modern

Welcome and opening remarks from Annette Brooke, MP


Q Annette Brooke: To what extent do you think that there is a coherent evidence base suggesting that MF reduces poverty?

PM: There is plenty of evidence.  I think the majority of microfinance interventions do reduce poverty. People have looked at evidence in a casual way.  Confusion has been caused by looking at motives and profits rather than impact, on the other hand I believe that the overwhelming evidence is that MF does reduce poverty.  There is a great deal of adverse publicity on microfinance.  It is caused by only looking at one form of microfinance, which is loans and the indebtedness problems- not realising that MF consists of many different instruments.  Two of the most important instruments are savings and insurance, these are important because they, unlike loans, do not typically increase the risk which a low income client faces.  These are to be recommended, without reservation for low income people.  Loans are a trade-off, you might make really big gains, but also, sometimes cause debt and sold items.  MF is not one instrument; it is a whole tool box.  The tools that low-income people need are the ones that MF offers. We need to protect people’s livelihoods.  

KM: I come from a different perspective. Gender and development literature for the past 20 years has been seeking to expand our definition of poverty. A narrow focus on the economic impacts, financial and institutional may well be missing out the gendered aspects of poverty reduction.  Ie. Triple burden of labour, time and effort put into community. Women’s work is sometimes not visible to the economist’s tape measure.  I would argue that microfinance hasn’t reduced poverty, even though perhaps it has expanded what our definition of poverty means. 

TA: The evidence is a mixed bag. What tools are you using so that the nature of the tools determines the actual outcome of poverty? It is difficult at the moment to decide what definitions you are using and what policy framework you are using. This determines the actual impact on poverty. 


Q Ben Ovio: In the challenge of defining what microfinance is, money does not always go to loan.  How do you measure this? The woman stays in poverty and therefore the poverty is not eradicated.  The evidence is not there.  We need to focus on insurance to support families so that they do not go into the problems. 

Q Ann Weston: To what extent can we go down a level and be a little more specific about the geographical and institutional context?  It’s easy to talk at a general level about microcredit and whether it is good or bad but what are the factors that are making it work?  Is it the actual giving of the credit the failure or the institutional framework that is the problem?

KM: The Bolivia example, the institutional framework isn’t there and that’s why the microfinance institution is there.  If the trust isn’t there to take savings then savings will not take off in the same way. In order to extend financial services to people who don’t have collateral, you are using community structures that might well be disadvantaged by debt. This is a good example of how people react to the loan being collected. The method of payback was not clear in the evidence.

PM (to Anne): Support services are needed in order to ensure success of microfinance.  This affects it overall.  This includes education generally, businesses education and language services as well as maternal and child health services and other contributors to the microfinance recipient.  All of these factors increase the efficiency of microfinance. This is a very interesting policy development because for years DFID have been against support services. Mohammad Yunus said that he wanted nothing to do with credit plus, he said that this is an insult to the borrower. They know what they need, they do not need nannying.  But, the evidence in support of credit plus has made its way.  Credit plus, definitely has increased the income and security of the women in Kate’s Bolivian example. Now, does microfinance benefit women?  I believe that it empowers them and that it enriches their lives.  Even if it’s not being used for business, but for school or health, it still empowers them.  They have been enriched.  Eighty percent of microfinance borrowers are women.  We have a lot of evidence but it is about how we use it.  

KM: The main point is to challenge women’s traditional role.  Paying for school and healthcare with microfinance funds could mean empowering women but empowering means different things to different people.  The model of men versus women is problematic.  Women’s roles are not paid- women do no get paid.  If you crystallise that, you are compounding the problem. We need to value and challenge how the role of women is viewed.  Empowerment has a lot of cultural context attached to it.  Microfinance is not sold on its ability to empower women. 
 
Q Annette Brooke: Can you untangle the Grameen bank model?  When I visted and went to some of the projects, it was obvious that the Grameen bank was so much more than just lending. Isn’t the Grameen model an add on to the other extra services?  

PM: They have slipped in haven’t they?  I don’t know whether as the Grameen bank has evolved as you say in to a much more multiservice operation. Without publicly recanting Yunus’ original view, he has mixed it is to a whole other lot of things. 

TA: External governance factors.  External factors influence the function of the organisation.  Internal drivers and external drivers- these are what are important.  It is built on a government safety model and people can pay back money.  Graduation programmes are beneficial. 

Q Sarah Livingstone: Where do businesses actually end up for the engine of economic growth? Where do you go after microfinance?  Is it helping people graduate to drive the economy forward? 


TA: This is very important because there is a strong assumption that MF graduates should move on, we assume that this is the logical growth.  Clients are always different and so there needs are going to be different and the source of funds are different.  So, I do not think that all MF entrepreneurs should move up. 

KM: This is the big question at the moment.  First there are questions about women and second there are questions about the economy.  The division between the micro level and the small enterprise level is quite gendered.  We can come round to questions specifically about how MF can change to empower women, so I can come back to that point later. I assume that for those that have moved forward, for the majority, are not women.  At the beginning, the research shows that women tend to take bigger risks, and then their husbands step in.  There are gendered barriers that make it difficult for women to move forward.  

PM: I have two optimistic counter examples. Two microfinance organisations that manage to dynamise the SME sector: Centenary Bank in Uganda, which helps farmers to produce high-value products and has contributed massively to the country’s export boom and microfinance in Indonesia, where microfinance programmes from the start were focused on poverty and savings, but also had a focus on processing activities, not all subsistence or export farmers. BRI, the main microfinance bank in Indonesia supported the recent ‘furniture boom’.
TA: Group lending systems are very successful.  If you look at ASA rather than BRAC you can see graduation.  

Q Lottie Heales: Is there scope for organisations to monitor gender or is it too intrusive? 

KM: There is a lot of evidence that supports that it can lead to domestic violence.  Again, there are empowerment issues.  Women’s empowerment is difficult to pin down.  The instrument that Paul mentioned that was used in Bolivia was good.  Women need to be asked.  We should not go down to an evaluation level; that would be intrusive.  It needs to come from the women and qualitative research needs to be valued and used to determine how the institutions run. 

Q Annette Brooke: How could microfinance empower women? 

KM: Microfinance is an exceptional example of a policy intervention that moves from the global south to the global north.  As well, women and self employment.  No the guy running the bank is empowered.  We want to run the bank.  The success of the microfinance evaluation at the institutional level- this is a problem.  The feminist entrepreneur is what needs to be at the centre because this would determine whether microfinance empowers women.  

PM: We need to ask questions about impact in different ways to get real answers.  When assessing we need to ask how the money is spent.  Answers from this gives more salience, rather than just asking if you are empowered. 

Q Ben Ovio: What role has microfinance played?  There is a disconnect between borrowers and where the business will actually go.  I am worried that the dots are not connected when talking about commercial lending and empowering women.  

KM: Informal economy and women’s role.  Ninety percent of women, who are not employed in farming, are employed in the informal economy.  This is only the case for 75% of men.  Criticisms are always on economic grounds.  It is exciting because it valorises the informal economy.  The focus is taken away from the institutional level and given back to women.  This is so exciting.  We need to go back to this.  On the subject of commercial lending, the history of microfinance comes from informal roots.  Microfinance is safe to invest in during the credit crunch, but it is too soon to see the results of this.  We also need to increase transparency.  We cannot be influenced too heavily by mainstream banks.  

Q Sam Mendelson: How did we get here?  There is blame to be shared.  MF has been called on the fact that it has been exposed as an unsuccessful development tool. 

PM: I don’t agree that it has been exposed as an unsuccessful development tool. It is true that adverse publicity that some things have got out of hand, but it does not mean that MF is not one of the greatest intervention tools that we have put in to place. What has gone wrong is that there is not enough awareness among MF providers is that they need to protect as well as provide.  We need to protect and support microfinance.  I go back to my first statement that we need to look at evidence.  Who has been hurt by microfinance?  And focus on its big potential through encouraging more savings and insurance.  

TA: Here are the bigger components of government and infrastructure.  The absence of regulation and legal monitoring requires political intervention.  It’s quite clear that there are positives and negatives and there most certainly is the market for expansion.  


Q Annette Brooke: How should evidence be collected?  There has been so much emphasis on outcomes; therefore, we need evidence to assess the impact. 

PM: If you leave the job to the people in the field then there are problems with biases.  It is important to conduct internal and external audits by supporters.  We need more objectives and more standardisation.  

KM: Forums like this are a very good idea.  Breaking down barriers between different groups allows one to get different focuses and results.  Evaluations need to be more long term, such as anthropological studies that follow people over a long period of time.  Studies can’t always be short term.  We need more interaction between long and short term studies. 

Q Sarah Livingstone: I agree with longitudinal studies.  DFID are only measuring quick hits.  This completely misses the productivity of longer term information and research.  


Q Tom Sanderson: External versus Internal auditing.  The Ofstead model versus the investors and people model.  There are advantages and disadvantages to both.  Can you envisage in 5 or 10 years using one over the other?  We need to remember that banking and microfinance are providing a service to people.  

PM: both!


KM: I agree


TA: Yes, we need to see regulation as part of the process.

Q Julia Modern: Can you envisage external regulation?  Is it the role of countries or an external body to do this?  Whose role is it?

PM: The role of the person who puts out the money!  So, often external.  


Q Annette Brooke: Should we be pressing that? Should we be pushing for an international group that takes on this role?  

Note: Phyllis Santa Maria: This is what the new ‘seal of excellence’ initiative is doing.  I think this is something that we can continue to do. 

Q Aaron Oxley: What is the role of the market as an indicator and as something that sends signals? 

KM: I think it’s problematic.  It is an intervention that’s a market driven approach.  If you give all success to the market you ignore the informal sector that I spoke of before. 

TA: I think that the market has a higher role these days compared to the past few decades. 

Q Julia Modern: A follow up on the regulation versus evaluation issue, how can we ensure that DFID are looking into social impact? 

PM: What’s wrong with what’s happening at the moment, which is commissioning bipartisan research which will have if it’s DFID a UK component in terms of researchers but will also inevitably have a developing country component?
KM: Fund more academic research.  I agree with Paul, we need to cover all the bases and look at social impact.  Also, we need to recognise the value of case studies and women’s issues.  Microfinance has been oversold from a gender perspective.  Is microfinance really what is needed?  

TA: DFID needs to look beyond a traditional standpoint.  They need to give money to higher level institutions.  I don’t have a definite answer.  But we need to encourage DFID to engage in linkages between different organisations.  

Q Lottie Heales:  Should more work be done on different kinds of microfinance? 

TA: Certainly we need more work to be done on transparency mechanisms.  

Q Phyllis SantaMaria: We need to link research and best practice.  How can it be used in practice?  Let’s use what has already been done and implement that!  The idea of microfranchising! 

Q Ann Weston: We invest in lots of different areas.  We need to build on capacity in the developing world.  

Q Ben Ovio: There are certain levels of bureaucracy going through government and we need something more pragmatic.  This is public money and we need to have transparency.  DFID needs to be open some of its progress.  We need to see impact on the ground and we need to strengthen institutions for delivery.  We need to build the capacity to deliver services to poor people.  We need to break bureaucracy in the delivery process and move to a more field based approach.  
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