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Executive Summary and Conclusion 
 
The 4th INAFI Asia Regional Workshop and Assembly successfully brought together 
representatives of 38 of INAFI Asia’s member organisations, as well as representatives of 
other regions, invited guests, and NOVIB sponsors in order to solidify the INAFI network, 
share microfinance approaches, and discuss new innovations. The workshop also re-
affirmed INAFI’s conviction that microfinance can be a poverty alleviation tool that 
successfully balances financial sustainability and social outreach. 
 
Representatives of the three regional secretariats offered an overview of local conditions and 
constraints facing the microfinance sector. African member organisations are working to 
improve the efficiency and effectiveness of service delivery, and have identified benchmarks 
for success. They are also concentrating their efforts on capacity development and rating. 
Latin America’s microfinance implementation is directed by sustainability and 
commercialization, at the cost of the original social and development goals. While 
microfinance in Asia is pre-dominantly poverty focused, it too is beginning to bypass the 
social development mission in favour of cost-recovery. Given these current conditions and 
challenges, the workshop has provided the opportunity for leaders in the microfinance field 
to exchange case studies and best practices, and re-direct the focus and outreach of 
microfinance initiatives.  
 
There has been a substantial and recent emphasis on reaching the hard-core poor with 
poverty alleviation interventions. BRAC, Nirdhan Bank, SIFFS, and SRSP have all risen to 
the challenge and instituted specialized inventions that target a particularly vulnerable 
section of the population. BRAC provides free assets, skills training, health, and eventually 
micro credit to the poorest 10% of women in northern Bangladesh. Nirdhan Bank offers 
financial services to the underserved hill and mountain dwellers of Nepal based on a village 
banking methodology. SIFFS helped organize local fishermen in Kerala, and provides them 
with occupational inputs and services, while SRSP provides a multi-dimensional package of 
development interventions and promotes participatory community mobilization. All four case 
studies stressed the need to develop social infrastructure, tailor products to the specific 
needs of the ultra poor, and combine financial services with health, education, and family 
planning. 
 
While microfinance remains a staple strategy for poverty reduction, there is a growing 
awareness that traditional, one-type-fits-all credit and savings options are not always 
sufficient. Several INAFI member organisations are experimenting with alternatives. SEEDS 
identifies access to energy as a basic need, and accordingly provides financing for 
renewable energy sources in Sri Lanka. Dhan Foundation’s kalamjiam movement offers a 
variety of insurance packages in collaboration with mainstream private and public insurance 
companies. PBK provides household consumption credit associated with center-based 
enterprise development support for women. The presentations of these three groups 
stimulated debate and underscored the need and capacity for innovation within the 
microfinance sector. 
 
Accurately measuring the social impact of microfinance programmes is crucial if 
development practitioners are to learn from their mistakes and increase programme 
effectiveness. There are any number of impact assessment strategies and indicators that 
must be utilized according to the specific conditions of an intervention. BRAC’s credit-plus 
approach has identified profiles of its various clients, and established an independent 
Research and Evaluation Division and Internal Monitoring Unit to study changes at the 
individual and group level, as well as contributions to the local and national economies. 
Dhan Foundation assessed its community-banking programme through a random sampling 
of Kalanjiam members and groups that have been in operation for at least three years, and 
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then measured economic improvement and women’s empowerment. LHRBI is creating a 
people’s bank in the Philippines that introduces stakeholders from POs, government, and 
other non-government institutions as shareholders. It will measure poverty alleviation, 
financial sustainability, accessibility, and empowerment once the bank has been in operation 
long enough to gather measurable results. All three organisations chose specific success 
indicators relevant to their various interventions. 
 
Further case studies of BURO Tangail in Bangladesh, New Rural Bank of San Leonardo in 
the Philippines, Lak Jaya Trust in Sri Lanka, and CSD, Nepal highlighted the varied 
approaches to microfinance service delivery, products, and target clients. These case 
studies underscored once again that when designing poverty alleviation strategies, it is 
necessary to consider ground realities and custom tailor interventions accordingly.  
 
Closely associated with approaches to micro credit delivery are concerns to ensure the 
maximum positive social impact. SHAKTI Foundation in Bangladesh recognized that gender, 
health, and business development services were needed in addition to microfinance in order 
to promote women’s empowerment. BAIF’s commitment to the community development of 
natural resources also identified business development services as a prerequisite for 
impacting social structures. PRRM Philippines similarly relies on community organisation 
and training in an effort to ensure that its microfinance loans result in tangible improvement 
in a borrower’s economic status. 
 
Case studies from PREM India, ACE Pakistan, and PRRM Credit Cooperative in the 
Philippines explored the need for innovation in microfinance. Innovations within these three 
organisations have included initiatives geared specifically towards children and their 
communities, collaboration with religious and social leaders, active involvement of 
volunteers, use of a cooperative structure, and reliance on lean staff. All of these 
methodologies offer examples for other microfinance institutions to consider and emulate if 
appropriate. 
 
Following the presentation and discussion of case studies, workshop participants were 
presented with research and fodder for further debate regarding the recruitment of funds 
from the socially responsible investment market and the impact of commercialization on 
microfinance. With the worldwide growth in Microfinance Institutions, it is prescient to 
consider alternative sources of funding than those currently being tapped. Investor funds are 
one such source that appears to be a viable solution, especially since a market of investors 
that values social impact does exist. In order to explore this investment capital market, 
Bangladesh must more actively publicize the unique advantages of its microfinance models, 
including its poverty orientation, efficiency, outreach, and commitment to the rural poor. It 
must also pursue improvements in product diversification, pricing, and assessment and 
evaluation. Finally, any effort towards the commercialization of capital accumulation must not 
abandon the central tenants of poverty alleviation and social development. 
 
The INAFI Asia Regional Workshop 2004 was successful in stimulating ideas, debate, and 
enthusiasm among participants. It highlighted the achievements of its microfinance 
practitioners, and sparked a renewed commitment among member organisations to more 
effectively serve the poor through better research, expanded outreach, and enhanced 
products. 
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Introduction 
 
History of INAFI 
 
Initiated and promoted by NOVIB, representatives of NGOs and MFIs of the three most 
economically depressed regions of the world established the International Network of 
Alternative Financial Institutions (INAFI) in 1995 as a not-for-profit and registered it as an 
NGO under Peruvian law. Later, in May 2003, all three regions (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. INAFI 
is comprised of four regional network secretariats operating under the leadership of an 
International Secretariat. Mr. F.H. Abed, Founder and Chair of BRAC, is the President of 
INAFI. The African regional secretariat is based in Nairobi, Kenya, INAFI International and 
INAFI Asia are headquartered in Dhaka, Bangladesh, and Latin American operations are 
coordinated from Mexico City, Mexico. Eastern Europe joined hands with INAFI in 2002, and 
is headquartered in Montenegro. The International and four regional secretariats are 
registered individually in their respective regions, and are legal identities. As of December 
2003, INAFI International has 109 member organisations throughout four regions of the 
globe. INAFI serves approximately 9 million borrowers and 12 million savers, and has a 
combined portfolio of over US$ 645 million in credit and US$ 293 million in savings.  
 
INAFI Asia is the pan-pacific arm of INAFI International Foundation, and has been working 
since 1995. The four national chapters of the region include INAFI India, INAFI Bangladesh, 
INAFI Nepal and INAFI Philippines. Currently, it also has members from Pakistan and Sri 
Lanka, and has plans to expand its network into Central Asia, South-East Asia and Indo-
China. All of these chapters make independent decisions, but maintain a warm linkage with 
INAFI International and other regions and chapters of global INAFI. As of May 2003, INAFI 
Asia has 40 member organisations in its four national chapters, serving 8 million borrowers 
and 10 million savers. It has a portfolio of over US$ 466 million in credit and US$ 203 million 
in savings. 
 
The INAFI network is not bound to a particular institutional approach or microfinance model. 
The network represents a range of institutional approaches that promote development and 
poverty alleviation through various microfinance methodologies, ranging from focused 
microfinance service delivery to the provision of multiple services through different windows, 
and integrated service delivery. Although microfinance is an essential component of the 
particular development strategy adopted by individual member organisations, these 
institutions are also concerned with the broader aspects of social and human development.  
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Vision 
 
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 experience the minimum life standard that any human being deserves. 
 
The mission 
 
The mission of INAFI Asia is to contribute to poverty alleviation through the development of a 
holistic financial services approach that ensures significant outreach with a focus on the ultra 
poor and entrepreneurial poor, and addresses the broader aspects of human and social 
development. INAFI Asia’s objectives are to contribute in making alternative financial and 
non-financial services into efficient instruments to tackle the fundamental causes of poverty 
and to support sustainable development. INAFI Asia aims to contribute to finding solutions 
for common problems and to improve capacity and performance of member organisations. It 
also aims to establish and maintain the proper relations with regional and national 
organisations that pursue similar objectives. 
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Background of INAFI Asia Regional Workshop and General 
Assembly 

 
 
INAFI Asia was established to support the microfinance institutions in the Asia Pacific region 
where microfinance has grown into a full-fledged industry. The activities of INAFI Asia are 
geared towards supporting and servicing Member Organisations (MOs) in Asian countries. 
 
Through years of work, we have learned that there is no 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 
enough to accommodate their needs as they change in time. 
 
There is no doubt that the microfinance sector has had a far-reaching impact on the lives 
and livelihoods of individuals, their families, and their communities.  Over the years, 
microfinance 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, 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 resultant trend towards commercialisation 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. Through our network, INAFI members want to strengthen the 
relationships between regional and national-level organisations working for the poor, and 
build partnerships with the policy makers, donor governments, private and public sector 
financial institutions, and other stakeholders. As part of these initiatives to create a 
broader understanding of alternative strategies in microfinance and to find solutions 
to common problems, INAFI Asia organized its 4th INAFI Asia Regional Workshop and 
Assembly.  
 
The title for the 4th Asia Regional Workshop was "BEYOND SAVINGS AND CREDIT - 
MICROFINANCE FOR SUSTAINABLE POVERTY ALLEVIATION.”   The presentations 
delivered at the workshop relate primarily to innovations in financial products and delivery 
mechanisms that have been designed by practitioners to target the different categories of 
the poor. The presentations included individual institutional cases as well as regional and 
national perspectives to provide both a broad spectrum of experience, as well as some 
depth on particular topics. The 4th INAFI Asia Regional Workshop and Assembly has brought 
together the different players to engage in a dialogue that includes field exposures, analysis, 
and presentations on topics related to microfinance policies and practices, especially 
innovation, in order to inform and encourage debate on key issues. 
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The INAFI Asia 4th Regional Workshop 
 
 
The INAFI 4th Regional workshop captured the theme “Beyond Savings and Credit 
Microfinance for Sustainable Poverty Alleviation.” The workshop brought together 
representatives of 38 member organisations of INAFI Asia, 7 representatives from other 
regions of INAFI (INAFI Africa, INAFI Latin America and INAFI International Foundation), 7 
invited guests from different countries, and representatives from NOVIB. NOVIB is the 
principal donor of INAFI and has been helping INAFI to grow and flourish over the past 
decade. 
 
During the two days of discussions, the workshop has: 
 

1. Reflected and reviewed the state of affairs of microfinance and the major 
developments in the microfinance sector in the past decade.  

2. Discussed the challenges facing member organisations and the sector as a whole. 
3. Explored and identified innovations in the sector. 
4. Discussed strategies for attracting socially responsible investment funding.  
5. Debated the issues of Commercialisation. 

 
The 4th Asian Regional Workshop and Assembly of INAFI Asia was inaugurated on February 
12, 2004 at BRAC Centre for Development Management, Bangladesh. Mr. Fazle Hasan 
Abed, Chairman, INAFI International Foundation and Chairperson of BRAC, began the 
programme with a welcome speech. He highlighted the importance of the Millennium 
Development Goals (MDG) in reducing by half the present world total of those stricken with 
poverty and emphasized the role of INAFI in contributing to the goal.  
 
After the inauguration, the participants gave a brief synopsis of their educational background 
and work experience, as well as their organisation and its programmes. It was evident from 
the participants’ self-introductions and organisation profiles that INAFI is a network of 
reputable practitioner organisations. It boasts a solid outreach, diversified products and 
services, and a presence in different market segments. INAFI also operates in most 
disadvantaged and difficult geographical locations. In terms of education, leadership, and 
work experiences, the participants are professional and highly qualified.  
 
 

State of Affairs of Microfinance 
 
 
The respective regional representatives presented the regional perspectives and challenges 
in Asia, Africa and Latin America. The African representative reported that INAFI Africa has 
42 member organisations with an outreach of 2 million clients. They are struggling to deepen 
outreach, and become more efficient and effective in delivering services. They have 
identified specific benchmarks that every organisation must meet to become efficient. 
Capacity development and rating are the key areas that require intervention. Too much 
interest from some donors and a tendency to overplay their role in terms of prescribing 
models and technical assistance are having some negative effects on the sector. In many 
cases it is found that organisations cannot assess the real needs of the poverty stricken 
poor. Currently, donors are pouring huge amounts of funding into technical assistance 
without properly assessing the needs of the sector. This money needs to be redirected 
towards practical initiatives that more directly benefit the poverty stricken group. 
  
Microfinance in Latin America is not implemented the same as in Africa and Asia, and the 
focus is also different. Sustainability and commercialisation of microfinance have directed 
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the sector. High interest rates and an emphasis on profit generation have diverted the sector 
from poverty lending to consumption lending, and have shifted operations from rural to 
urban. Commercial banks have perceived microfinance as a sound investment, and have 
accordingly downscaled their operation to serve the rural market and low - income groups 
that are the traditional territory of MFIs. Banks have some advantages since they have larger 
amounts of capital and cheaper funding than MFIs. With these advances the commercial 
banks are competing with MFIs, and an unhealthy competition has emerged in Latin 
America. The original social and development goals of microfinance are being by-passed. 
 
Microfinance in Asia is pre-dominantly poverty-focused and mandated according to a social 
development mission. In Asia, most charitable NGOs have become microfinance NGOs and 
MFIs. Their mission remains poverty focused, and directed towards deepening outreach and 
providing non-financial services. Over the past decade the increased emphasis on 
sustainability and efficiency has started shifting focus from poverty-lending microfinance for 
the moderate poor, and is beginning to by-pass the social development agenda. The sector 
is tending towards commercialisation. The Asian microfinance sector has some unique 
characteristics that promote a diversified methodology, supply a wide range of products and 
services, and maintain a bias towards non-financial services. The sector needs to become 
more professional in delivering services and recovering operation costs, as well as covering 
expenses of non-financial services. Innovation in product development, capacity building to 
provide efficient services, and research and development have been identified as key areas 
requiring intervention in the next decade. As of May 2003, INAFI Asia has 40 member 
organisations in its four national chapters serving 8 million borrowers and 10 million savers. 
It has a portfolio of over US$ 466 million in credit and US$ 203 million in savings. 
 
The following challenges and concerns were identified during the discussion. 
 
The present focus of microfinance on enhancing efficiency and sustainability, and the 
resultant trend towards commercialisation of microfinance providers has shifted them from a 
poverty reduction agenda to a new pre-occupation with creating efficient microfinance 
NGOs/MFIs. This increased emphasis has meant bypassing the core objectives of poverty 
reduction and social development. Balancing between poverty outreach and operation as an 
efficient microfinance organisation is a great challenge for the sector as a whole. Appropriate 
methodology, tailor-made products, and skilled human resources are considered important 
conditions in maintaining harmony between sustainability and effective poverty outreach. 
Towards this end, an appropriate methodology needs to evolve that will influence policy 
makers and donors. More innovations and policy research are needed. Informed policy 
advocacy has become an important strategy to move forward these issues and concerns. 
From the presentation of regional perspectives of Africa, Asia, and Latin America, a number 
of challenges have been raised. These include:   
 

1 Deepening outreach  
2 Becoming Efficient 
3 Building transparency and accountability in microfinance services 
4 Introducing innovations in product development 
5 Finding better and more effective ways of delivering services 
6 Promoting ownership of the microfinance industry 
7 Balancing the concern of financial sustainability with a social agenda 
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8 Solving the problem of channeling resources  
9 Minimizing unhealthy competition between MFIs and commercial banks resulting in 

increased downscaling of commercial banking 
10 Avoiding replication of models without proper adjustment and adaptation 
11 Developing and experimenting with new approaches and products to improve the 

quality of the programme. 
 
 

Themes and Topics of the Regional Workshops 
 
 
To address these issues, numerous presentations were given at the workshop. The papers 
presented at the workshop can be grouped in the following way: 
 

1 Poverty Outreach: Reaching the Poorest - Experiences from the Region 
2 Beyond Traditional Microfinance 
3 Measuring Social Impact - Regional Experiences 
4 Designating New Approaches in Financial Services 
5 Establishing the link between financial services provision and social impact 
6 Innovations in Microfinance  
7 Tapping Socially Responsible Investment Fund  
8 Debate on Commercialisation 

 
 

Poverty Outreach: Reaching the Poorest 
 
 
Four papers were presented capturing the theme “Poverty outreach: reaching the hard–
core.”  
 
“Targeting the Hard-Core Poor:” BRAC Strategies 
 
“Targeting the Hard-Core Poor,” was a paper presented by Ms. Rabeya Yasmin from BRAC. 
This paper highlighted BRAC’s strategies and interventions to reach the hard-core poor. 
After two decades of experience working directly with the rural poor, BRAC came to the 
conclusion that a comprehensive specialized intervention is needed to address the problems 
of the hard-core poor, since traditional savings and credit programmes have failed to cater to 
their needs. The major targeted poverty reduction activity is provision of microfinance which, 
through government programmes, NGOs and Grameen bank, now reach 80% of the villages 
and has almost 8 millions borrowers, mainly women. Findings from different studies show 
that these interventions cover the moderately poor, with incomes just below the poverty line, 
as well as vulnerable households just above the poverty line. These two groups are the 
principal users of microfinance services. It is the members of the ultra poor group that are 
particularly disadvantaged (hard-core poor) and cannot keep up with the modes of operation 
of microfinance. Therefore they remain excluded from this service. It is estimated that 30% 
of the total population are in the ultra poor category. They spend 80% of their income in food 
yet fail to reach 80% of their recommended caloric intake. These people always face social 
discrimination as well as higher incidences of illness. To cater to both strategic and practical 
needs, BRAC has developed a new instrument relevant to the livelihood strategies of this 
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ultra poor group (hard-core poor). The project of BRAC is called Challenging the Frontiers of 
Poverty Reduction, Targeting the Ultra Poor - Targeting Social Constraints. This intervention 
has been working to achieve the following objectives: 
 

1 To strengthen the asset base of the ultra poor households in rural Bangladesh 
through asset transfer, enterprise development, training, financial support, health 
care services, and by developing social capital. 

 
2 To build human and social-political assets, and change structures and processes 

through institution building, awareness raising, social action, and advocacy with a 
view to creating an enabling environment to ensure social securities and reduce 
vulnerability.  

 
The selection of the ultra poor and development of a new mindset among staff are the major 
challenges in implementing this specialized programme. Comprehensive interventions of 
both financial and non-financial services are considered to be important components of this 
intervention. Enterprise development training, asset transfer on a grant basis, social 
awareness raising education, and health interventions are the major initiatives of this 
programme. 
 
BRAC’s new intervention “targeting the hard-core poor” generated significant interest among 
the participants of the workshop. Most of the participants appreciated BRAC’s initiative in   
undertaking these specialized interventions for the hard-core poor. There were some critics 
regarding its sustainability, applicability, and the feasibility of mainstreaming it with standard 
microfinance packages. This innovative program could make for successful action research 
to inform policy advocacy, and educate the donors and policy makers on how to cater to the 
special needs of the hard-core poor. 
 
Providing Financial Services in Hilly Region: Nirdhan Experience in Nepal 
 
The second paper was presented by Dr. Harihar Dev. Pant of Nirdhan Bank of Nepal titled, 
“Providing financial services in hilly areas.”  
 
The Nirdhan Utthan Bank was registered as a bank on the recommendation of Nepal Rastra 
Bank with His Majesty Government, Office of the Company Register. It obtained a license in 
April 1999 to undertake banking activities under the Development Bank Act 1996. In mid-
July 1999, Nirdhan Utthan Bank became the microfinance successor of Nirdhan NGO, and 
took possession of the overall infrastructure and financial activities performed by Nirdhan 
NGO.  
 
The Bank’s mission is to extend financial services and social awareness to the poor in 
underserved and un-served areas of Nepal in a sustainable way. The Nirdhan Bank follows 
Grameen banking and village-banking methodology, which is comprised of individual lending 
based on collateral. Nepal is a country of plane land, hills and mountains. Most of the NGOs 
and MFIs operate in the plane land. The situation in the hill and mountain regions is 
completely different from that of the plane land. Houses are scattered, and inaccessible road 
communications have made it difficult to apply a general methodology of microfinance. A few 
government banks operate in the area, but they do not serve the poor. It is estimated that 
half of Nepal’s population lives in the hills and mountains. But because of difficult terrain, 
poor infrastructure, and a dispersed population, the hills and mountains region has very low 
access to microfinance services. To overcome this problem, Nirdhan has initiated a new 
methodology of microfinance in the hills based on the village banking methodology. This new 
and untested methodology will focus on the Self-Reliant Group methodology rather than the 
Grameen model. Nirdhan just started piloting and has opened one branch in the hills. 
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Another two branches will be opened shortly based on the new methodology. This 
programme is new, and its expansion depends on its microfinance success. However, it is a 
promising first step and an innovative idea for providing microfinance to a geographically 
difficult region. If this becomes successful, it will open new possibilities for financial services 
expansion in the hills and mountains.  
 
Designing financial services for the fishermen in Kerala by the SIFFS, India 
 
The third presentation was on “Designing financial services for the fishermen in Kerala” by 
the SIFFS, India. Mr. Kalyanasundaram presented the paper on behalf of SIFFS. 
 
The South Indian Federation of Fishermen Society (SIFFS) is a leading Non-Government 
Organisation working in the fisheries sector. It is the apex body of a three-tiered structure 
that evolved through the intervention of NGOs in the artisanal fishing sector in the 1970s and 
1980s. This three-tiered structure consists of: 
 

1. Primary or Village Level Society 
2. District/Area Level Federation 
3. SIFFS   

 
The primary society is an autonomous local organisation of fishermen, which controls the 
beach level sales of the fishermen. It ensures a competitive price for fish, and proper and 
timely payment. It also makes source deductions for savings (2%), society commission (3%) 
and loan repayment (10%). The District Federation is the association of primary societies at 
the district level, which is responsible for supervising its affiliated societies. It organizes new 
societies in its area operation. It is responsible for providing input supplies like nets and 
boats, and acting as a linkage for fish marketing and credit. It also runs businesses like boat 
building and motor servicing. For its affiliated societies, it also organizes different welfare 
activities. SIFFS as an apex organisation has been working to help small fishermen by 
providing different types of inputs to compete with mechanized trawlers, protecting fish 
resources, and protecting the long term interests of small fishermen in the national and 
global market place. 
 
This is an excellent programme targeted to the fishermen community. It appears from the 
presentation that it is very difficult to serve the needs of different professional and 
occupational groups through structured and standardized microfinance products. Specialized 
tailor-made products and services need to be offered to these groups. It was observed that 
SIFFS has tried to accommodate their needs by offering credit for different terms, savings 
products, and insurance products. Providing inputs like boats and nets are important 
services for these groups. Helping them to sell the fish at national and global market outlets 
is considered a very needful service. From the discussion it also appears that there are 
some risks. As their boats are not mechanized, the fishermen are vulnerable to natural 
calamities and the deep sea. They are also threatened by the rich fish dwellers that interfere 
in the market and create social obstacles. Competition from big fishermen and interference 
by middlemen in marketing the fish is one of the main reasons for their vulnerability. To 
reduce their vulnerability, a number of services have been identified. These include capacity 
building, absorbing larger loans, life insurance, insurance for asset protection for boats and 
equipment, and tailor-made loan products.  
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Serving the Poorest in Pakistan through Financial Services  
 
Mr. Ijaz Ahmed from SARHAD RURAL SUPPORT PROGRAMME (SRSP) presented a 
paper titled “Serving the poorest in Pakistan through financial services.” The Sarhad Rural 
Support Programme is an NGO registered under section 42 of the Company’s Ordinance 
and has been working since November 1989 with the objective of reducing poverty in the 
rural areas of the North West Frontier Province of Pakistan through participatory community 
mobilization and engaging in a broad spectrum of development interventions. SRSP 
employs a comprehensive approach to development which targets the identified needs of 
the community and tries to address these needs through (a) Social Mobilization (b) 
Productive Investment (c) Natural Resource Management (d) Social Sectors and Gender 
Issues (e) Human Resource Development (f) Microfinance and (g) Enterprise Development.  
 
SRSP applies a multi dimensional poverty reduction strategy, which includes financial 
services, and non-financial and social interventions. Years of experience have taught that a 
combat strategy is needed to ensure a basic quality of life for the poor. All activities of SRSP 
are targeted towards this end. SRSP provides both business loans as well as emergency 
loans. While working with the poor in Pakistan, SRSP observed that due to an over 
institutionalized credit market, a majority of the extremely poor borrow from the landlords. A 
majority of the urban poor engaged in micro enterprise have low productivity. Lack of 
adequate supplies of credit, skills and inexperience in business has resulted in low 
productivity and less profit. Most of the activities carried out through microcredit are self-
employment in nature. Given that the average total household receipts of the extremely poor 
are only 80% of their minimum food consumption requirements, the total coverage so far 
achieved by the government and NGOs is relatively insignificant compared to the magnitude 
of the poor population in Pakistan. Microfinance institutions need to function intensively 
rather than extensively to ensure full coverage of the extreme poor. The apex institutions 
providing microcredit such as PPAF and Kushali Bank need to carefully examine the 
organisational structure and operational procedures of partner organisations through which 
microcredit is disbursed. This would promote better coverage and targeting of the extreme 
poor. 
 
Most of the participants attending the workshop felt that poverty reduction interventions must 
be multi-dimensional. This may include incorporating skill enhancement training with a low 
cost training programme, providing financial support in the form of loans, and improving 
physical infrastructure by not only constructing market roads, but also fulfilling the dire need 
for a rural water supply and proper sanitation. Moreover, providing assistance in developing 
social infrastructure is also necessary to address the issue of poverty, especially in rural 
areas. There is a need to create awareness about rural health, education, and family 
planning through social mobilization.  
 
 

Beyond Traditional Microfinance 
 
  
Microfinance has been perceived as a proven strategy for poverty reduction in many 
countries in the world. It is a very effective strategy with huge outreach and coverage. 
Despite its positive contribution to poverty reduction, it faces strong criticism by some 
academics and researchers. They claim that microcredit cannot cater to the 
multidimensional needs of the poor, particularly the hard-core poor, and other disadvantaged 
people who live in difficult regions where emergency services are absent. It is still debatable 
how valid such criticism remains. Traditional microfinance has always had a tendency to 
copy a particular model without proper adjustment to the local situations, client needs, and 
perceptions. It has been observed that microfinance is considered a structured and 
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standardized product of monotype microcredit and savings. This concept has captured the 
idea of a small loan size, repayable mostly in one year, weekly/monthly repayment systems, 
and a small mandatory non-accessible savings. This traditional concept of microfinance is a 
replication of the methodology of big players in this sector. This concept has limited the 
ability of microfinance to cater to the different needs of the poor in different local and regional 
variations. This session, titled “Beyond Traditional Microfinance,” has widened the premises 
of microfinance, and explored how it can cater to the various needs of the poor. 
 
Three papers were presented in this session to capture the theme “Beyond Traditional 
Microfinance.” All of these presentations have covered some specific areas of the needs of 
the rural poor. 
 
Microfinance and Renewable Energy: Experience from SEEDS, Sri Lanka 
 
Mr. Shakila Wajarwerdana of SEEDS presented the first paper from Sri Lanka titled 
“Microfinance and Renewable Energy.” The presentation highlighted the experiences of 
SEEDS in terms of financing renewable energies. Better known by the acronym SEEDS, 
Sarvodaya Economic Enterprise Development Services Ltd and its parent organisation 
define poverty as non-fulfillment of basic needs. The following basic needs are identified: 
 

1 Adequate supply of food 
2 Clean water 
3 Clothing 
4 Modest housing 
5 Basic health care 
6 Basic communication 
7 Education 
8 Spiritual and cultural needs 
9 Energy 
10 Clean and beautiful environment 

 
Microfinance has been in practice in Sri Lanka over the decades, but has not made a 
significant impact until recent times. Microfinance is perceived as an economic development 
approach intended to benefit low-income communities. It mainly consists of savings, credit 
and insurance. More precisely, it is a provision of finance that is small in quantity, at 
reasonable cost, and on affordable terms. It is a service more suitable for small 
entrepreneurs and for the economically active poor. Microfinance combines functional 
features of informal lending with sustainability of institutional lending, thereby enabling 
people to start and expand their business or economic activities. 
 
Although microfinance and renewable energy have no direct relationship, when it comes to 
poverty alleviation in Sri Lanka the two are inter-related. There are two million households 
without electricity in the country. Those without electricity are widely dispersed and belong to 
the low-income category. It is this community who needs the services of microfinance, and it 
is they who are not provided with basic energy. Since SEEDS considers access to energy a 
right and basic need, it identified an important area to intervene in the renewable energy 
sector with a view to serve the most economically dispersed area and community. Poverty is 
defined as non-fulfillment of basic needs, and energy is one such need. 
 
In Sri Lanka, energy applications come mostly from renewable sources. The government 
considers energy a basic human need, and along with the international donor organisations 
and with private sector driven initiatives, has been implementing several programmes. To 
SEEDS, the relevance of microfinance to renewable energy is that both subjects are 
reaching the same community, the rural poor. 
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SEEDS has followed its parent organisation’s (SARVODAYA) path and has developed a 
successful model for financing renewable energy, which is now being followed by many 
countries. Sarvodaya is a village-based organisation that is working towards empowerment 
of the rural poor for village development. At the village level it has fixed 100 solar home 
systems in the temples and the community centers. SEEDS is working in collaboration with 
the government, international donors, and particularly private sector input suppliers and 
technical service providers. It has developed flexible loan products to provide loans to its 
clients of renewable energy. It also signed a memorandum of understanding executed with 
the supplier companies covering the following areas: 
 

1 Market stabilization 
2 Customer satisfaction 
3 After sales service and consumer protection 
4 Quality of the portfolio 
5 Quality of the equipment  

 
This initiative has been developing the market, and SEEDS alone has served 26,000 clients 
and has invested US$ 10 million. 
 
This intervention has drawn a huge amount of interest from the participants of the workshop, 
particularly in the identification of energy as a basic need and the development of tailor-
made flexible loan products to support this intervention. It also appears from the discussion 
that to provide support to such initiatives, microfinance alone is not sufficient. Other support 
in the form of infrastructure development, technical support, and input supplies are very 
important and conditional for the success of this kind of innovation. 
 
Insurance Programme of Dhan Foundation: Overview and Perspectives 
 
The second paper of this session, presented by Mr. Seenivasan of Dhan Foundation, was 
titled “Insurance Programme of Dhan Foundation: Overview and Perspectives.” The 
Development of Humane Action (DHAN) is a grassroots action agency working with the 
poor. It is not a microfinance delivery organisation and not involved in financial 
intermediation. The mission of Dhan Foundation is “building institutions for development 
innovations and scaling-up for impacting livelihoods to enable poor communities.” Dhan 
works to develop people’s organisations through its Kalanjiam movement. It organizes 
primary groups, cluster groups, and federations to provide an enabling environment for the 
development of the poor. The Dhan has a very comprehensive outreach through its 
Kalanjiam programme. So far it has organized 149,488 poor women who participate in 9594 
primary groups, 630-cluster associations, and 28 autonomous federations. These women 
have mobilized member savings to the amount of Rupees 303 million. 7216 groups and 
federations were linked with banks to disburse loans of Rupees 412 million. Dhan promotes 
financial services through the Kalanjiam programme, which include savings, credit and 
insurance. All of these products are flexible to suit local needs. They also have programmes 
such as health, education, and other social development initiatives.  
 
DHAN has introduced insurance products through its kalamjiam movement, going beyond 
savings and credit with a view to protect the poor against vulnerabilities, sudden illness, loss 
of an earning member, loss of asset, loss of employment, and natural calamities. The main 
goals of insurance products are to offer support during a crisis, arrest income drain, and 
provide economic and psychological security for members. It also complements savings and 
credit services to ensure repayment and support credit graduation. It ultimately reduces the 
risk of lending, safeguards loan portfolio, demonstrates the viability of the insurance product, 
and builds linkages between mainstream insurance companies and the poorest. 
 
Insurance is considered a graduated product after savings and credit. Initially it started with a 

I N AF I  As i a  4 t h  R e g i o n a l  W o r k s h o p  a n d  G e n e r a l  As s e m b l y  11



single product and gradually moved to include multiple products such as accident, life, health 
and non–health insurance. The insurance products are services promoted exclusively for 
members and their families, and guided by the concept of mutuality. The programme 
ensures that all members pay a premium out of their contribution. Mainly, three products are 
offered: (i) self-managed scheme; (ii) collaborative; and (iii) insurance cum pension scheme. 
The products include life coverage for natural and accidental death, disability, health 
coverage for hospitalization, livestock assets, and coverage of houses against damage. The 
self-managed scheme is an “own product” offered by the federations, and becomes viable 
only when it reaches scale; otherwise it has to go for reinsurance. The insurance programme 
has been implemented in 32 federations, either self-managed or through collaboration with 
another insurance company. A significant number of insurance companies have been 
involved in collaboration. The federations collect a fixed amount of premium from each 
member irrespective of age, while premium is made to companies based on age. The 
premium fixed by each federation is normally higher than the average paid to the insurance 
companies. The difference and the commission paid by insurance providers are kept in a 
separate fund at each federation.   
 
 It is considered an added service to the members to manage the product for little or no 
additional cost. As mentioned above, insurance is meant for members and their families. All 
are savers and clients of credit. No extra cost is needed to collect premiums and to meet up 
payment of claims. 
 
Collaboration with a significant number of insurance companies is a unique example of 
building linkages with the mainstream private and public sector. So far, 66,518 member 
households from 32 federations have participated in different types of schemes.  
 
It appears that self-managed schemes need minimum viability, scale, and competence. 
There is a greater need for investment to educate members about insurance and involve 
them in ownership and management of the programme. The cost and expenses for the 
promotional activities need to be subsidized in the initial phase. There are some challenges 
also. It needs competent staff to assess the risk, motivate members to participate in the 
insurance scheme, and design and select products to meet the needs of the client. The 
whole concept of insurance is based on mutuality, which means that everybody is 
responsible for everybody. The main challenge is to collect 100% premium from the clients 
and maintain continuity for the stipulated period. The mortality rate varies from federation to 
federation, while premium is uniform for kalamjiam members across locations based on age. 
There always exists an age discrepancy in the absence of proof of age at the time of 
enrolment and as per death certificate. Non-disclosure of chronic illness for more than six 
months happened in many cases, resulting in a delay in the settlement of claims.  
 
“Financing Household Consumption:” PBK Experiences in Bangladesh 
 
Palli Bikash Kendra was established in 1989 with a mandate to reach the hard-core poor 
with diversified products and services. It seeks to ensure a standard socio-economic 
condition of the poorest people in rural Bangladesh by their active participation in 
environmentally viable rural development activities. The main thrust of the organisation is to 
eradicate poverty among the rural poor, especially hardcore poor, women, and children. PBK 
activities include child education, HRD, safe drinking water and sanitation, nursery 
development, micro-credit, rural enterprise development, poultry and livestock development, 
and disaster management etc. PBK strives to improve the socio-economic condition of the 
poorest through various financial and non-financial services. Notable initiatives include 
microfinance products and services such as death benefit fund under micro credit, wage 
employment by rural industry, and wage employment under consumer product services. 
PBK's non-financial services include training, issue-based meetings, motivation for 
awareness building, education, safe drinking water and sanitation, horticulture, and disaster 
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management. PBK has a small but dedicated gender-focused clientele of 18,478 people. 
Most are women with a savers group membership of 17,578. The number of microfinance 
clients that PBK handles now is 17,578 with a cumulative savings of Tk. 1,89,12,569 and a 
loan portfolio of Tk. 3,78,30,332.  
 
Through experiences gained over a decade working with the rural poor, particularly the hard-
core, PBK realized that there are some other basic needs along with access to capital for 
income generating activities. The traditional concept that when income is increased the client 
herself will address subsequent needs happens rarely, particularly amongst the hard-core 
poor. The income generated from microcredit is not quite substantial enough to meet other 
needs, since these needs require a lump sum that is larger than that earned from income 
generating activities. These needs are (a) clothes, (b) mosquito nets, (c) quilts, and (d) 
wooden cots (chouki). Fulfillment of these needs can avoid health hazards such as cold, 
fever and dysentery, and reduce the incident of illness, which ultimately helps the poor to 
avoid income erosion. This may not be considered a direct poverty reduction strategy, but it 
contributes significantly to the poverty reduction process.  
 
To address these needs, PBK developed special loan products, which are associated with 
technical assistance and center-based enterprise development supports. For enterprise 
development, four small groups from the hard-core poor are formed and trained to make 
clothes, mosquito nets, quilts and wooden cots. These groups are also provided with 
materials to prepare these items. PBK has taken the responsibility to market these products 
through its group. At the group meetings, needs are assessed to develop tailor-made loan 
products. PBK developed tailor-made small loan products between US$ 8-10 repayable by 
weekly installment for a maximum period of between 3 months to one year. Thus PBK 
distributed 18,000 mosquito nets, 10,500 quilts, 3,473 mattresses, clothes to 5,000 families, 
and 235 RCC pillars to construct houses among the hard-core poor. PBK not only distributed 
these items through small loan products, but also had a significant impact on the lives of the 
rural poor. It provides some comfort in the quality of life of the hard-core poor, and reduces 
health hazards and incidences of illness of the poor. Through different production centers, 
PBK created 400 full-time jobs. 
 
It has been observed that customers of these products and services are increasing gradually 
and significantly. The estimated growth is 35%. Based on these products and services, four 
different types of enterprises have developed in the locality that grant full-time employment 
to 400 women. These women not only gain employment, but also become owners of these 
enterprises. The profits of these enterprises are also distributed among themselves. From 
the presentation it appears that there is enormous demand for these items among the hard-
core poor. It has both business and social welfare potential. Household consumption credit is 
highly demanding, and 100% sustainability in terms of repayment is a concern. Through this 
small loan, household assets can be increased to provide a modest living and improve the 
health situation of the hard-core poor. 
 
PBK’s experience with household consumption credit is an example of innovation, which 
attempts to develop tailor-made products for the poor community, particularly the hard-core 
poor. In fact, poor communities need more services that go beyond traditional savings and 
credit interventions.  
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Measuring Social Impact: Experience from the Region 
 
 
The day’s last session provided a platform to share and exchange views on measuring the 
social impacts of microfinance programmes. The experiences of BRAC, DHAN Foundation 
and LHRBI highlighted the importance of adopting the proper impact assessment 
methodologies considering the significant control variables. The participants familiarized 
themselves with the wide range of social impacts tools available and have subsequently 
broadened their perspectives. The participants felt the need to evaluate mistakes in order to 
design more effective programmes in the future. 
 
“The BRAC Microfinance Approach and its impact at individual, household and 
beyond household levels:” Experience from BRAC, Bangladesh 
 
Dr. Shantana Halder, Senior Research Fellow of BRAC, presented the first paper of this 
session titled “The BRAC Microfinance Approach and its impact at individual, household and 
beyond household levels.” She reiterated that BRAC differs from other microfinance 
institutions (MFIs) in its realization that poverty is a multi-dimensional concept, and the poor 
and their development needs are not homogeneous either. Therefore, BRAC’s commitment 
to this reality is marked in two key ways. First, BRAC has always opted for the “credit plus“ 
approach, where loans are given to poor women in combination with various forms of skill-
training, non-formal primary education for the children of BRAC’s members, health care, 
social development services, and creation of grassroots organisations for the poor. Second, 
in order to reach the diversified groups of the poor, BRAC applies different approaches and 
strategies to facilitate their access to financial resources in the form of microfinance services. 
 
From its inception, BRAC was very keen to know the results of its intervention on the lives of 
the poor. As part of that process, it established an independent Research and Evaluation 
Department and Internal Monitoring Unit to measure the impact. These departments remain 
separate from the management and implementation of development programmes, including 
microfinance. BRAC, as one of the largest microfinance providers, has developed a well 
thought out impact assessment and monitoring system to decipher the immediate and long 
lasting effects of its microfinance interventions at different levels. BRAC has identified 
different profiles of the microfinance clients that it has designated as “Microfinance Canvas 
of BRAC.” The profiles include “Better off,” “Vulnerable non-poor,” “Moderate poor,” Extreme 
Poor,” and “Destitute.” BRAC’s impact assessment and monitoring system uses the following 
tools: 
 

1. Internal MIS: portfolio analysis, geographical and poverty outreach 
2. Internal routine monitoring: indicator based monitoring (overdue, dropout, loan 

repayment, profitability, member participation) Policy management issues    
3. Impact Assessment Studies: Long term benefits 
4. External Impact Assessment and Monitoring: to validate internal work 

 
So far, the Research and Evaluation Department of BRAC has conducted three 
comprehensive Impact Assessment Studies (IAS) in 1993-94,1996-97, and 2001 
respectively. IAS adopted an integrated methodology that included reviews of existing 
literature and available databases, and conducted primary surveys, focus group discussions, 
and individual case studies. A wide range of indicators are being used for the Impact 
assessment studies: 
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1. Income and expenditure (food poverty measurement, food sufficiency, changes in 
consumption patterns) 

2. Poverty outreach 
3. Material and social well being  (asset, net worth, education, housing, water and 

sanitation, fertility) 
4. Crisis coping mechanism 
5. Vulnerability and seasonality 
6. Women’s empowerment (ownership control over resources, mobility, participation in 

active labour force, bargaining power, self esteem, participation in local elections) 
7. Contribution to GDP 
8. Contribution to financial, labour, product markets both at meso and macro levels  
9. Health (child survival, morbidity, women’s fertility, water and sanitation)  
10. Changes in women’s lives at the community level 
11. Organisation building of the poor 
12. Organisation sustainability 

 
It appears from the impact measurement that poverty among BRAC households reduced by 
seven percentage points from 59% to 52% during the last four years. The rate of poverty 
reduction among BRAC households was 1.75% annually. Although poverty among BRAC 
households reduced significantly, an increasing trend in the incidence of poverty was 
observed among non-BRAC comparison households (68%-73%). The extreme poor group, 
especially the extreme poor households, was fairly successful in terms of upward mobility. 
The rate of upward mobility was 28% higher for BRAC. BRAC households have gained and 
owned two times more assets than comparison groups. Investment in productive assets like 
livestock, poultry, and housing in the case of BRAC households is more and higher. It was 
also observed that BRAC households accumulated significantly more long lasting durable 
goods and luxurious items. Protein and nutrition intake were higher in the case of BRAC 
members during seasonal fluctuations. BRAC households were seen as less vulnerable.   
 
The majority of women (53%) handed over their loan money to their male household 
members for use, instead of investing the amount by themselves. This percentage has been 
reducing gradually over the years. About 91% of all BRAC women members owned either 
productive or non-productive assets. Severe protein-energy malnutrition (PEM) of BRAC 
children 6-72 months of age declined from 23.2% to 12.1%. For non-BRAC children there 
was little or no change (21.2%). Positive impacts were also found in other areas, such as 
expenditure pattern, family planning practice, and children’s education and fertility rate. In 
BRAC households, access to safe drinking water and sanitation was higher. It was observed 
that there was a positive relationship between credit programme participation and use of 
health services. The prevalence of marital sexual violence during both menstruation and 
neonatal periods appeared to have a negative correlation with programme participation. The 
probability of being abused declined with increased length of programme participation. 
BRAC’s contributions to GDP between 1995-1998 were 0.702%, 0. 805%, 0. 966%, and 
1.1148% respectively. 
 
The reason behind the success may be identified as (a) leadership, (b) higher initial 
endowment, (c) higher involvement in relatively higher return activities, (d) higher 
entrepreneurial skill, (e) higher social position, and (f) multiple loan use. This has been 
possible to achieve because BRAC uses a holistic approach focusing on multidimensional 
poverty reduction strategies.  
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“Impact of Kalanjiam community banking on women:” Experience from DHAN 
Foundation, India 
 
Mr. Seenevasan of DHAN Foundation in India presented the second paper of this session 
titled ”Impact of Kalanjiam community banking on women.” He highlighted the experiences of 
DHAN Foundation’s Kalanjiam Community Banking Programme (KCBP). The KCBP started 
its journey from Tirupathi town in 1989. The Kalanjiam programme is evolutionary in nature 
with a simple framework and minimal designs. It is a still-evolving programme. The 
institution-building model is based on an enabling approach to involve the poor women 
themselves in microfinance activities and decision-making. The programmes have been 
implemented in 83 blocks in 21 districts serving around 185,578 families as of September 
2003. The programme is growing continuously, has been scaling-up from its inception, and 
has been sustained for more than a decade. The programme has evolved over the years 
and currently offers a diversified programme with a wide outreach. It is one of the largest 
NGO programmes in India. The initial idea of providing credit only for income generating 
activities has become a savings and credit programme with increased emphasis on local 
savings and credit. The concept of developing people’s organisations in the form of groups 
and clusters has also emerged along with activities other than savings and credit. 
Importance is now given to: 
 

1 Making the groups in the villages socially, economically and institutionally 
sustainable. 

2 Building up a strong solidarity through a common brand name (Kalanjiam) that is 
easily identifiable. 

3 Continuous capacity building of members, leaders and local staff within the project, 
and bankers, government staff and NGOs outside the project.  

 
The programme is unique in many ways, most importantly for its enabling approach in 
building a community organisation for the poor. The salient features of the model are such 
that (a) operations are member controlled; (b) continuously changing role of the promoters 
(DHAN Foundation); and (c) continuous member education process to steer them towards 
community leadership. The programme is: 
 

Promoting groups in the village neighborhoods popularly called ”Kalanjiam.” ⇒ 
⇒ 
⇒ 

Clustering the levels of 2-5 panchayats for a nested institution. 
Federating at the block level with groups as the basis of units.  

 
DHAN Foundation is also keen to assess the impact and measure the changes taking place 
to the members of Kalanjiam community banking. As part of this process, this study was 
undertaken. The present study has been done with a view to assessing the impact of the 
programme on the members since the year of inception. The specific objectives of the study 
are: 
 

1 To assess the economic improvement of the family through credit and non-credit 
operations. 

2 To assess the contributions made by the Kalanjiam system towards empowering 
marginalized groups of women and their families. 

 
The programme is being implemented in 3 states in varying social and economic contexts. 
The study is restricted to assessing the impact in areas where the operations are more than 
three years old. Thirty-one blocks where the project has been in existence for more than 
three years were chosen for the study. Of this, 13 blocks are over 5 years old.  For this 
study, 10 federations (8 rural and 2 urban) from the states of Tamilnadu and Andhra 
Pradesh were selected as a sample. 240 Kalanjiam members from 40 Kalanjiam groups 
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were selected randomly at the rate of six per group for the study. The following indicators 
were chosen to measure the impact: 
 
Economic Improvement: 
 

1 Reduction in the dependency on informal sources of credit. 
2 Kalanjiam service as alternative source of credit and space for regular savings.  
3 Improvement in the asset structure of the member’s family. 
4 Family annual income increased since the member joined the Kalanjiam.  

 
W
 

omen’s Empowerment: 
Empowerment is a very important component of the Kalanjiam system, which is modeled on 
the values of collective action by poor women for their economic and social improvement. 
Therefore, the process of the programme is constantly engaging the women in building their 
capabilities. Assessment is made according to the following aspects: 
 

1. Rise in control over family decision-making ability. 
2. Establishing individual identity, self-image, and space at family and community level.  
3. Improvement in the personal skill and leadership quality among the women. 
4. Rise in the influence of the community and village development due to the collective 

action of women.  
 
It appears from the findings of the study that before Kalanjiam intervention, 92% of the 
members relied upon informal sources of credit and were paying an annual interest rate 
varying from 36% to 275%. The average amount of debt was Rs. 16,973 per member family. 
Members who have belonged to Kalanjiam for more than three years (51.42) have closed 
informal lending and their average debt has come down to Rs 10,267. By availing loans from 
Kalanjiam, the members were able to save an average usurious interest amount of Rs 7,191 
for the 3-5 years group and Rs 13,851 for the 5 years group. Before joining Kalanjiam, only 
13% of members had occasional savings in banks, post offices and chits. Now all women 
are able to save on average Rs100 per annum. A good number of members have increased 
their assets. Around 73.75% of the members invested in either productive or non-productive 
assets amounting to an average of Rs 32,874. Food intake in terms of frequency, quality and 
quantity has increased for the Kalanjiam members, which stands at 32.91%. After the 
Kalanjiam intervention, life insurance coverage gained considerable importance among the 
weaker section. Around 47.5% of women and 15.36% of spouses were covered by life 
insurance. 
 
Some significant changes were observed in women’s empowerment. The attitude of the 
husband has changed to a great extent, and he shares more household activities compared 
to the non-Kalanjiam members. The Kalanjiam women have access to credit. They own 
assets like house, land and livestock. There is a positive change among Kalanjiam women in 
decision-making regarding day-to-day family economic aspects, particularly where sales and 
purchases are concerned. Around 61.67% of the Kalanjiam women expressed that their 
confidence has improved when communicating, and 41% are able to address large groups 
of people. Women’s mobility has increased. 69% of women responded that they visited a 
bank only after joining in Kalanjiam. Women’s attitudes towards entering the public sphere 
have also changed. They began to visit Panchayats offices (37%) and became actively 
engaged in village development activities. 
 
This presentation sparked a lot of interest among the participants. Most of the participants 
appreciated DHAN Foundation for undertaking this study with very practical as well as 
measurable indicators. It is important for every practitioner institution to see the impact and 
results of the intervention. Dhan study will certainly help other INAFI MOs who are interested 
in undertaking a similar study. 
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”Clients as Stakeholders of Community Financial Institutions (measuring the 
Social Impact of Microfinance): Experience from LHRBI, Philippines  
 
Mr. Renato C. Tumaneng LHRBI gave the third presentation from the Philippines. He 
presented the paper titled “Clients as Stakeholders of Community Financial Institutions 
(Measuring the Social Impact of Microfinance).” LHRBI is a bank owned by the people and 
managed professionally. The bank has a mandate to contribute to the socio-economic 
development of the marginal sector and the community as a whole. It is a bank that is co-
owned and/or co-managed by individuals endorsed by PRRM or PRRM. This bank will 
ultimately be transferred to the people to own it. A clear withdrawal scheme shall be 
instituted to ensure the transfer of ownership to the people’s organisation. Such withdrawal 
commences as soon as competent management anchors the bank operations. 
 
The following are qualified investors for the bank: 
 
Small Partner Organisations: registered POs and cooperatives, especially those endorsed 
by PRRM and other agencies assisting these organisations. Each PO/COOP will be allowed 
to invest a maximum of five (5%) of the total common paid up capital of the bank. 
 
Medium-sized/Large POs/Coops and Individuals: total asset base of more than Php 5.0 
million and residents preferably from within Ifugao. These organisations and individuals are 
allowed to invest a maximum of five percent of the total paid up capital. 
 
Institutional investors: these are government and non-government agencies providing direct 
assistance to the bank. As these organisations focus on interventions benefiting the rural 
poor, these agencies will be entitled to ownership of preferred shares of stock of the bank. 
 
The LHRBI is keen to undertake the following innovations: (a) triple security deposit that 
promotes savings and provides social security and protection; (b) branching to deepen 
geographical outreach; (c) networking to build alliances for exploring and sourcing of 
funding, and capacity and enterprise development. LHRBI is also interested in impact. 
Already they have identified some indicators: 
 

1 Poverty Alleviation: Income growth of the client, asset base growth, and savings 
increase. 

2 Financial sustainability: ability of client to keep up with repayment and ability of 
enterprise development to earn more. 

3 Accessibility: depth of outreach to clients by MFI in terms of geographical outreach 
and sectoral outreach. 

4 Empowerment: level of participation in  
(a) Development of microfinance programme, 
(b) Family, organisation, community decision.  

 
LHRBI is a new initiative to establish a people’s bank that aims to bring different 
stakeholders from the POs, Government and other non-government institutions as 
shareholders of the bank. Efforts are also underway to develop it as a people’s bank. It is a 
unique intervention, which aims to attain both economic and social development of the poor 
community. Since it is a recent intervention, it will take some time to measure impact. The 
indicators developed to measure impact will certainly generate more information on how well 
this bank will be able to bring positive changes in the lives of the poor in the future.   
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Designing New Approaches in Financial Services 
 
 
INAFI always believes in diversity and innovation to identify new approaches. In order to 
identify new approaches, it is necessary to explore more appropriate and effective 
methodologies to address the unmet needs of the poorest. This session was organized to 
fulfill this purpose. Four papers were presented from different regions by different sized 
NGOs- large, medium and small. 
 
Experiences from BURO Tangail, Bangladesh 
 
BURO Tangail, a medium-sized NGO in Bangladesh, has been operating for the last 
fourteen years. It pursues financial intermediation with limited social intermediation and 
business development services. The main thrust of BT is to become a sustainable MFI within 
a short span of time.  Therefore, it has adopted a commercial principle to become efficient 
and sustainable. Since inception it has undergone a series of changes in order to fit with 
both institutional and client needs. Its policies were amended, systems were modified and 
developed, and products and services were refined in order to meet the emerging and 
changing needs of its clients.  BT defined its vision as:  
 
Vision 
 
A happy and prosperous society through the overall development of the people of 
Bangladesh 
 
Mission  
 
An independent, sustainable, cost effective microfinance institution that provides diverse, 
appropriate and market responsive quality financial and business development services at 
competitive prices to poor, very poor, and vulnerable non-poor customers 
 
Its value is to provide commercially and economically viable flexible financial services that 
the poor and the very poor value which have evolved based on the following values: 
 
Good Governance: 
 

1 Strategic vision/mission with long-term perspectives and modifying approaches and 
services towards the changing needs of the customer.  

2 Responsiveness: serving the interest of stakeholders. 
3 Transparency: a free flow of information to everyone concerned. 
4 Accountability: decision maker must answer to the public as well as their 

organisation. 
 
Financial prudence: 
 

1 Cost covering based on principle cost for the services. 
2 Capacity to mobilize funds from the market. 
3 Capacity for financial management, audit and control. 

 
Customer Empowerment: 
 

1 Access to flexible and quality financial services for the poor. 
2 Capacity to handle cash flow management through savings and credit. 
3 Customer responsive. 
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BT’s Core Programmes: 
 
BT’s core programmes include flexible financial services, domestic resource mobilization, 
institutional capacity building, and human resource development. BT works in other areas 
also, such as disaster management, enterprise development and targeting the hard-core 
poor. In essence BT offers financial intermediation with minimal social intermediation and 
business development service support. BT is known to many of us for its flexible financial 
services, of which the most important are different types of savings and loan products. The 
savings products include (a) general savings, (b) contractual savings, and (c) time deposit 
savings. Loan products include (a) general credit, (b) supplementary credit, (c) line of credit, 
(d) business credit, (e) micro enterprise credit, (f) hand credit, (g) disaster credit, (h) sanitary 
and latrine credit, and (i) tube-well credit.  
 
All of these products differ from each other by loan size, repayment schedule, time/period, 
and interest rate. BT also introduced an insurance scheme for its members. 
 
Recently, BT has started a programme targeting the hard-core poor with a very flexible 
savings and loan product. This programme is being implemented in combination with other 
non-financial services such as training, health care and housing. 
 
From the presentation, it is apparent that BT is a professional Microfinance Institution (MFI), 
committed to serving customers efficiently with tailor-made products that suit the needs of its 
different client groups. It is very straightforward in its mission and clear in its commercial 
principle, limited social intermediation, and BDS support. 
 
Experiences from New Rural Bank of San Leonardo (NRBSL) Philippines 
 
Ms Jovelyn Cleofe presented the second paper of this session on behalf Mr. Andress G. 
Panganiban, the president and CEO of NRBSL of Philippines. The paper gave a brief 
snapshot of the present poverty scenario in the Philippines. Poverty in the Philippines is 
widespread, and the situation is aggravating. The current statistics reveal that in the 
Philippines, more than 4 million people are unemployed. NRBSL, as a development bank, 
believes that poverty can be reduced significantly with the intervention of microfinance. 
Microfinance is an effective tool for poverty alleviation, and eventual eradication is possible 
with a consistent and organized effort. One of the fundamental beliefs of NRBSL is that the 
operationalization of microfinance within a framework of developing local economics could 
spur the eradication of poverty and affect the turnaround of a true and flourishing economy. 
This development is possible through the cooperation of the five pillars of the local 
economies. These are  (1) the micro-SMEs and modernizing agriculture, which are the lead 
pillars in developing local economies and are strongly supported by: (2) micro, rural, and 
SME oriented financial institutions; (3) local and economics oriented civil societies; (4) local 
governance; and (5) migrant Filipino investment. Broadly, this is known as “Five For All.” In 
order to facilitate this process, NRBSL needs to sharpen its microfinance technology to 
improve transformation of the enterprising poor into full-time, progressive, community based 
entrepreneurs.  
 
The NRBSL also perceived and believed that microfinance is not a race for numbers, but is 
instead committed to improving the qualitative lives of its microfinance clients. Thus NRBSL 
microfinance is both purposeful and directional. 
 
Microfinance is conceptualized as a growth tree with a number of branches to provide 
direction to micro, small, and medium-scale entrepreneurs. It graduates its members from 
one product to another, and finally develops them into community entrepreneurs. This 
widens the scope for establishing backward and forward linkages, and provides enough 
space for growth. NRBSL has identified its different client groups at different market 
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segments in a given situation. The centerpiece of NRBSL’s microfinance programme is 
aimed at the enterprising poor. It seeks improvement in quality of life, and the alleviation and 
eventual eradication of poverty.  
 
As they develop and mature, these entrepreneurs are encouraged to maintain their business 
in the community. The next stage or graduation of the growth tree is the Business Labour 
Triple Benefit program, whereby loan amounts reach more than PhP 1.5 million 
(US$27,000). Some of the important features of such entrepreneurs are (a) he/she retain 
business operation in the locality, (b) laborers are residents of the locality, and (c) he/she 
allows employees and laborers’ wives, sisters, and mothers to borrow from the bank under 
the Five for All programme. 
 
Development Impact: 
 
Its “Five For All” intervention is the core initiative for poverty alleviation at the household 
level. It enables the proponent to make the leap from hand to mouth existence to micro-
entrepreneurship. After graduating to a community entrepreneur, the effects are even more 
pronounced. There is a sustained break in poverty. A significant improvement in the 
standard of living of the entrepreneur is clearly seen. 
 
This is the NRBSL concept of growth through its microfinance program. In the Bank’s ten 
years of operation, 56,084 enterprising poor clients have benefited from the Five For All and 
Community Entrepreneur initiative. 32,153 individuals save money regularly with the bank. 
They have accumulated PHP51, 076,815 (US$928,669) in savings. NRBSL’s loan portfolio 
grew more than triple the size of its savings, and amounts to PHP 134,367,253 
(US$2,443,041). They have micro credit numbers almost similar to their savers.     
 
“Profile of Lak jaya Clients:” Experience From Sri Lanka 
 
Mr. Lasantha Mendis of Lak Jaya Trust, Sri Lanka presented the third paper of this session 
titled “Profile of Lak Jaya Clients.” Lak Jaya is a non-government organisation working with 
the Tea and Rubber Plantation workers. Lak Jaya handles two types of clients. The first 
group is the economically active poor who have been engaged in self-employment activities 
such as string hopper making, running tea boutiques, petty trading etc for some time, yet are 
unable to achieve their full potential due to their inability to obtain credit from the bank and 
other formal sources due to lack of collateral. These are the “Group Lending Borrowers.”    
 
The second group is the Tea and Rubber Plantation Workers who live in the hill country as 
well as in the southern part of Sri Lanka. The working population of the plantation is around 
600,000, many of whom are descendants of migrant workers brought from India by the 
British Colonists in the late 19th century. In most cases these groups did not get positive 
attention from the formal sector due to racial and cultural bias. 
 
Lak Jaya has recognized that the group lending borrowers require funds for working capital 
as well as additional capital for purchasing equipment and infrastructure development. The 
Plantation Workers require funds for electrification, housing repairs, and renovations, and 
sometimes for debt redemption. The important feature of this programme is to determine the 
needs before beginning the intervention. Lak Jaya did the same thing prior to setting up the 
organisation. An intensive interview and interaction process was conducted over two years 
to assess and determine their various needs. 
 
Lak Jaya Trust selects its clients very carefully. It developed a client profile, which is being 
followed to select the client base. People who fit the profile and who are not financed by 
another MFI working within the same demographic area are selected. The slum area was 
identified as the area of operation. As soon as the programme started, Lak Jaya Trust was 
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invited to other areas to replicate the method of operation. Operations have expanded to 
further areas set in urban, suburban and village localities. 
 
Lak Jaya is committed to supporting the needs of these groups who live in squalid and 
appalling conditions. Before beginning work, Lak Jaya assesses client needs, their potential, 
risk, and opportunities for credit investment. A common denominator was developed to 
evaluate how the financially depressed people, despite their limited cash flows, participate in 
their trades, support their families, and educate their children. Sometimes this includes 
borrowing and repaying at exorbitant rates of interest from moneylenders. 
 
Lak Jaya decided that if these groups are able to survive despite these adverse conditions, 
definitely they would be able to reach their potential and also have the opportunity to save, if 
they are provided with financial assistance on a need basis at a reasonable interest rate with 
close monitoring. These groups are far from conventional banks, as the banks do not 
consider it cost effective to serve this group. Reputed NGOs also find it difficult to serve 
them. 
 
Lak Jaya strives to be the banker to the people who are considered to be un-bankable by 
most of the formal banking sector. Keeping this sentiment in mind, Lak Jaya has financed 
people who have personal integrity and a viable project idea. By and large, it does not 
attempt to fit a borrower into a product, but rather creates products and loan schemes to suit 
the client, thus finding pathways to assist borrowers where others find obstacles. Lak Jaya 
adopts the following methodologies: 
 

Individual loans to groups of five members who take collective responsibility for 
repayment. 

⇒ 

⇒ 

⇒ 
⇒ 

Loans are recovered weekly by the Lak Jaya field credit officers from the residence 
of the leader of the group. 
Lak Jaya maintains a constant rapport with borrowers by visiting them regularly. 
Lak Jaya grants secondary loans to borrowers for non-trade related activities when 
they are faced with financial difficulties such as wedding, funerals and school 
admittance. 

 
Some unique aspects in the operations of Lak Jaya are observed. Loan quantity is not 
restricted, and the potential borrower can ask for a larger loan if there is a promising 
business and investment opportunity. The first loan may be Rs 25,000. 
 
Unlike other NGOs, Lak Jaya does not confine itself to female borrowers only. Negotiation 
for determining loan size takes some time, since the loan officer visits the borrowers’ house. 
All borrowers are the shareholder members. Non-borrowers are not permitted to invest into 
Lak Jaya. Lak Jaya initiates lending programmes to plantation workers in close conjunction 
with the estate management. The loan amount depends on their earning capacity, reflected 
by regular attendance. Lak Jaya believes that market leaders in Sri Lanka have laid a solid 
foundation for microfinance in Sri Lanka, especially with regard to disciplines such as 
savings habit, attendance at group meetings, and loan repayment. Some of them also 
provide business development services and training. Despite many successful initiatives by 
the big leaders, Lak Jaya identified inflexibility as a drawback to their approach to 
determining the varied needs of repeat borrowers, as well as assessing the needs of 
potential borrowers. Learning from the strengths and weaknesses of these big players, Lak 
Jaya has tried to become a hybrid of microfinance. 
 
Lak Jaya has been in operation for nearly two years. Lak Jaya by legal status is a limited 
liability company with a capital of Rs 5 million (US$50,000). Within two years the greatest 
challenge it faced was to secure funding. It approached National Development Bank (NDB) 
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and was given a token equity investment on the assurance that they would arrange the loan 
funds that Lak Jaya required, which amounted to Rs 20 million (US$200,000), after the 
successful completion of a one year pilot period. 
 
Lak Jaya is still at the initial stage of development. It envisions reaching out and helping to 
raise the living standard of at least 10% of the 600,000-estate worker population. It plans to 
intervene with sugar cane cultivators in the eastern province of Sri Lanka who are not 
catered to by conventional credit providers. It also plans to venture into the 28,000 strong 
widow population in the war torn areas. 
 
All of these interventions are a laudable effort by Lak Jaya to develop new financial services 
for disadvantaged groups. Lak Jaya has identified some key areas where intervention is 
needed, but where most microfinance institutions are not giving due attention. It might be 
because of very structured and standardized products and services offered by MFIs, which 
do not allow them to go beyond present microfinance practices.  
 
“Designing New Approaches in Financial Services:” Experience from CSD, 
Nepal  
 
Mr. Mukunda Bahadur Bista presented the fourth paper from CSD, Nepal titled “Designing 
New Approaches in Financial Services: Experience from CSD, Nepal. The Centre for Self-
Help group is a non-profit and non-government organisation (NGO) established with the 
mission to contribute to the reduction of the basic problems of wide-scale and deep-rooted 
poverty resulting from the rural and social backwardness of society that cannot be 
addressed by the government itself. Supplementary and sometimes complementary efforts 
should be made by non-governmental organisations as well. Towards this end, CSD has 
been executing a development programme and projects intended to benefit poor and 
disadvantaged families, especially women.  
 
CSD introduced its microfinance programme in 1994 through the Self-help Banking 
Programme (SBP). They followed more or less the same methodology as most of the other 
microfinance institutions. They began identifying target households and initiated group 
formation and training. CSD promoted a development bank in the name of 
“SWABALAMBAN BIKAS BANK” (SB Bank) in January, 2002 with a view to broaden the 
microfinance services to the poor. It has covered eight districts with its microfinance 
services. The programme areas are mainly in terai (plain land) where people generally live in 
clusters. It has plans to operate in the mid-hill districts in the future. CSD has provided 
37,445 women members with microfinance services. So far it has disbursed loans 
amounting to US$ 23,352,739. The loan outstanding has been US$ 2,721,392, and the 
group savings has a balance of US$1,305,652, which is 40% of loans outstanding.  
 
CSD offers a variety of loan products:   (a) General loan, which is meant for undertaking all 
types of productive purposes, loan amount varies from NRS 10,000 to 30,000 repayable in a 
year through bi-weekly installments; (b) Seasonal loan is provided for seasonal enterprise 
activities; (c) Micro enterprise loan is given to the graduated members who have already 
completed the third cycle of their general loan; (d) housing loan is disbursed to construct 
houses for those who have already completed their sixth loan cycle with a ceiling amount of 
NRS 25,000 payable in five years; (e) Centre/Group fund loan, given for medical, 
consumption, and emergency purposes for a maximum of one year with an amount of NRS 
2,000.  
 
CSD also offers a number of savings products: (a) Group Savings, a fixed amount deposited 
at the center meeting; (b) Centre Fund - deposited for five consecutive loans at the rate of 
5% of loan amount received; (c) Individual Savings – members deposit voluntarily in their 
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personal savings; (d) Welfare Fund – members collect welfare funding through the deposit of 
donations, penalties and other amounts; (d) Education fund – CSD requires its members to 
deposit a fixed amount on a regular basis for a specific period; (e) Parba Bachat – CSD 
members belong to different ethnicities and cultures, this is a fund generated to celebrate 
festivals; (f) Protection Scheme – CSD has designed some safety measures for clients 
against various risks, namely life, housing, and livestock. 
 
In order to improve the performance of the different programmes, CSD has introduced a 
number of activities that include Public Auditing, Centre Evaluation and Reward System, 
Centre House Construction and Centre Chief Workshop.  
 
Some of the major tenants of CSD are that credit should be supplemented by other 
development interventions to take a deprived community out of poverty, in-depth analysis of 
client needs is essential, integration with other development programmes with microfinance 
services is important, and client targeting is crucial for the success of microfinance. There 
are some challenges as well: (a) High drop-out of members creates obstacles to consistent 
efforts to bring them out of poverty; (b) On–going insurgency in Nepal disturbed the smooth 
operation of the programmes; (c) Group liability, considered a major strength of the 
programme, gradually gets diluted as the loan size increases; (d) Reaching the poor with 
quality services and attaining viability and sustainability are the major challenges. 
 
However, CSD initiatives, such as developing different need-based loan products, and 
flexible and tailor-made savings products, have generated a huge amount of interest among 
the participants. 
 
 
Establishing the link between financial services provision and 

social impact 
 
 
INAFI always promotes and attempts to create harmony between financial services and 
social impact. Many of INAFI member organisations believe that poverty is not only a 
deprivation of access to income, but also a deprivation of non-access to health, education, 
social protection, protection from calamities, and decision making in the family and 
community. Gender discrimination is another dimension of poverty. This session explores 
the experiences of different countries, how they perceive these problems, and what 
interventions they have undertaken to address these problems. 
 
Ms. Yasmin AhmedI of NCB, Bangladesh chaired this session. Three papers were 
presented, each one touching specific issues related to microfinance. 
 
“Gender, Health and Microfinance- Experience from SHAKTI Foundation 
Bangladesh”  
 
Ms. Obaida Haque presented the first paper on behalf of Dr Humaira Islam, Founder and 
Executive Director of SHAKTI Foundation of Bangladesh. The title of her paper was 
“Gender, Health and Microfinance - Experience from SHAKTI Foundation.” SHAKTI 
Foundation was established as a non-profit voluntary organisation in 1992 with the mission 
of “Socio-economic empowerment” through credit facilities among poor women who 
reside in the urban slum and squatters’ settlements. 
 
Initially, SHAKTI thought that offering micro credit would eventually result in economic and 
social empowerment of poor women, and that no other interventions would be necessary. 
However, experience has shown that while microfinance is a powerful tool for economic 
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empowerment, it is not sufficient by itself to generate conditions for social empowerment. 
Therefore, in response to the needs of the project members, three additional programmes 
were taken up. These are gender awareness, health, and business development services.   
 
S
 

HAKTI Foundation offers different types of financial services: 

Credit: (a) General Loan; (b) Business Loan; (c) Business Loan (Individual); (d) 
Seasonal  

⇒ 

⇒ 
⇒ 
⇒ 
⇒ 

⇒ 

⇒ 

Loan; (e) Emergency Loan; (f) Health Loan: and (g) Housing Loan 
Savings: (a) Personal Savings; (b) Group Savings 
Insurance: Life Insurance 
Funds: (a) Health Loan Fund; (b) Client Welfare Fund; and (c) Health Service Fund 

 
As of December 2003, members of SHAKTI Foundation have taken Bangladeshi Taka 
3,003,086,695 (US$51,777,356) and have invested it in four broad categories of trading, 
processing, manufacturing and services. Rates of interest vary from 12% to 15% for different 
schemes of loans. Repayment schedules also vary from 1-3 years. The minimum loan 
amount is TK 5,000 (US$86) and the maximum amount is Tk.100, 000 (US$-1724). 
 
SHAKTI realized that microfinance is not sufficient in itself to contribute fully to the socio-
economic empowerment of women. Interventions like gender, health, and insurance are also 
important interventions. Therefore, SHAKTI Foundation has introduced gender, health, and 
insurance programmes.  
 
The gender awareness programme was started to advance the socio-economic 
empowerment objectives of the organisation. SHAKTI strongly felt that there must be a clear 
understanding among the staff of the organisation and members of SHAKTI, that 
microfinance is a tool that can lead to economic development and social empowerment of 
poor women. SAHKTI felt that loans and savings, which form the essence of microfinance, 
are only tools, and not ends in themselves. Positive conditions that develop as a 
consequence of loans and savings are the main objectives. These include assets, resource 
base, ability to earn an income, make expenditure choices, ability to make decisions, 
increased mobility, and access to basic services such as health, education, safe drinking 
water, and sanitation.    
 
In order to help project members become successful in their business, the business 
development programme was started. This programme is very popular among members, 
who have scaled up and expanded their businesses.  
 
The Health programme was started for two main purposes: 
 

To create awareness about preventive health care, as well as the importance of 
medical treatment. 
To provide quality service at minimal cost. 

 
SHAKTI programme participants follow a specific pattern when using the services of the four 
programmes (Microfinance, Gender, Business Development Services, and Health). 
Participants start by taking a small loan for an income generating activity and gradually 
become micro, small and medium entrepreneurs over time based on skills and experience 
gained. 
 
Findings of the study have shown that considerable progress has been made both 
qualitatively and quantitatively in the lives of the members. The women have gained the 
power to make decisions at the family level. Health awareness has increased significantly, 
with about 99% of women seeking medical advice when they get sick. Almost 95% of 
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members are aware of immunization procedures and have participated in the immunization 
programme of the government. 
 
Shakti is a unique example of a minimalist microfinance institution becoming a 
comprehensive microfinance development organisation. All of its interventions have been 
developed based on learning from the people. It has introduced tailor-made products, which 
distinguish it from other microfinance institutions with respect to basic financial and social 
development programmes. Shakti has tried to establish links between financial service 
provision and social impact. 
 
“Microfinance and Community Development:” Experience From BAIF, India 
 
Barratryo Agro-Industries Foundation (BAIF) is not a focused microfinance institution, but 
mainly works for the community development of four important natural resources, which 
include land, livestock, water and vegetation. BAIF’s mission is to create opportunities of 
gainful self-employment for the rural families, especially disadvantaged sections, and thus 
ensure a sustainable livelihood, enriched environment, improved quality of life, and good 
human value. This is being achieved through development research, effective use of local 
resources, extension of appropriate technologies, and up grading skills and capabilities with 
community participation. BAIF blends development programmes with research and 
appropriate technologies. It provides development tools for the development of the 
community as well as to contribute to the poverty reduction process. BAIF believes that 
development without research becomes outdated, and research without development 
becomes academic. Therefore, BAIF is a research-based development organisation.  
 
BAIF has been involved in implementing development programmes for over 30 years and 
operates in seven states. Its wide portfolio of programmes has the common thread of 
facilitating the promotion of rural enterprises, which can provide opportunities for gainful self-
employment. BAIF programmes initially started off with a focus on farm-enterprises, which 
still remain the mainstay of business opportunities in rural areas in India. Over time BAIF has 
included various off-farm and non-farm enterprises. To facilitate the creation of these 
enterprises, BAIF provides Business Development Services (BDS). This BDS has a three-
pronged thrust of (a) technology scanning –development-packaging, (b) development and 
introduction of sound business management system, and (c) human resource development. 
BAIF also assists the participants in forming their own organisations. It offers skills training 
for capacity development of the participants on a regular basis to enable them to take up 
micro-enterprises or income generating activities. BAIF also extends market linkages for the 
sale of their products, and assists people’s organisations to establish processing units as 
decentralized processing centers.  
 
BAIF develops enterprise profiles that indicate an interesting mix of categories at different 

imensions.  d
 
T
 

hus ownership by: 

Individual 
 

SHG owned and managed ⇒ 
⇒ 

⇒ 
⇒ 
⇒ 

Community owned and managed 
 
By sector 
 

Primary sector, as linked to farming 
Secondary sector, as processing activities 
Service sector, as skill-based or trade-based services 
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By linkage with primary farm production 
 

Backward-linked, to support farm production ⇒ 
⇒ 
⇒ 

Forward-linked, to build upon the farm production 
Neutral, if unconnected with farm production 

 
The emergence of numerous enterprises at the individual, group and village-level as 
observed in the BAIF’s programmatic intervention area has raised the required range of 
supportive services. These are over and above the financial services, which are normally 
extended, such as training in bookkeeping finance and regular audit. These services can be 
broadly labeled as Business Development Services. The main Business Development efforts 
can be categorized as follows: 
 

1. Identification of off-farm/non-farm opportunities to shape into viable enterprises 
2. Services from BAIF including microfinance     
3. Technology packaging 
4. Developing norms of financing for various enterprises 
5. Technical skills-training 
6. Business skills-training 
7. Technical back-up 
8. Quality assurance services 
9. Market interfacing 
10. Hand-holding in managerial functions 
11. Dove -tailing with other poverty-alleviation programmes 

 
Business Development Services has been identified as a critical component if the 
microfinance programme is to have a strong poverty alleviation impact. To have a greater 
impact, BDS has to have a wider range, and must be introduced in a responsive and 
dynamic manner. Microfinance and BDS, dovetailed with other poverty-alleviation 
programmes, can help achieve substantial and sustainable impacts. 
 
BAIF interventions in the development sector focus on the community as a whole, 
particularly on farm activities and farm-based, off-farm, and non-farm activities. The different 
categories of production groups have been benefiting from the backward and forward 
linkages of BAIF activities and services. 
 
“Social Development and Microfinance:” The Experience of PRRM, Philippines 
 
Mr. Conrado S. Navarro from PRRM gave the third presentation titled “Social Development 
and Microfinance: The PRRM Experience.” The Acronym “PRRM” stands for Philippines 
Rural Reconstruction Movement. It is a 52-year-old organisation established to enhance the 
capacities of rural communities in the planning, advocacy, and implementation of sustainable 
development through an integrated programme of education, livelihood, health, habitat, 
environment, and self-governance. It offers both financial and non-financial services. The 
financial services include savings, credit, and loan guarantee schemes with a rural bank. 
The non-financial services include sustainable agriculture, upland resource management, 
community-based coastal resource management, gender, and development programmes 
like sustainable energy, social enterprise development, self-governance, and ecological 
development tourism. 
 
PRRM operates by organizing the community. Before intervening, social, political, economic 
and environmental analysis are conducted by the PRRM’s community organizers. Based on 
this analysis, it divides and organizes the sectors into sectoral groups of farmers, fishers, 
women, youth, and indigenous peoples with a view to addressing their specific problems in 
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each particular situation. These groups are encouraged and motivated to analyze their own 
problems and advance their own interests through their active participation in the 

evelopment decision-making process. The development interventions of PRRM include: d
 

Selecting Area of Operation ⇒ 
⇒ 
⇒ 
⇒ 
⇒ 
⇒ 

Community Organizing 
IA Training and Technical Assistance 
Assisting with growth of sustainable local economic development 
Microfinance Operations 
Business Operations 

 
The Primary goal of PRRM microfinance is to help the members to improve their lives by 
providing them with accessible and affordable financing for their economic and livelihood 
projects. Therefore, while PRRM is concerned with whether or not a borrower can repay his 
or her loan fully and on time, it is even more concerned with how the borrower used the loan 
and whether or not this loan has resulted in a real improvement in the borrower’s economic 
status. As such, PRRM’s microfinance package is accompanied by training and technical 
assistance, followed by continuing guidance to ensure that the loans are put to good use by 
the borrowers and actually result in a measurable improvement in their economic status. 
 
 

Innovations in Microfinance 
 
 
This session captures the title “Innovations in Microfinance.” The purpose of this session 
was to explore and acquaint participants with innovations that are being developed and 
practiced by its member organisations. A number of cases related to innovations were 
presented at the workshop. Some of these innovations deal with targeting, methodology, 
products and management. Three presentations were made from India, Pakistan and 
Philippines. 
 
Experience from People’s Rural Education Movement (PREM), India 
 
Mr. Jacob Thundyil of PREM from India shared his experiences with respect to innovation by 
taking PREM as an example. In his presentation he highlighted that there are two important 
aspects regarding innovation - the concept and the product. The concept means strategies, 
methodology and process, and how they fit the clients’ needs; the product means those 
financial and non-financial services to be offered to fit the clients’ needs. The PREM has 
been working with rural, tribal and urban people to organize the exploited, marginalized, and 
economically disadvantaged people, especially those hailing from the backward villages, so 
that they can create a just social order where the disadvantaged can live as human beings 
with an ever-growing socio-economic, political, and cultural freedom.  
 
PREM, in collaboration with Plan India, undertook several innovative projects aimed at the 
betterment of children and their communities. PREM started its microfinance activities in 
1992. Though it has a relatively new focus on microfinance, PREM has reached 51,300 
clients, all of who are saving like in other MFIs. 
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E
 

xperience from Association for Creation of Employment (ACE), Pakistan 
Association for Creation of Employment (ACE) was established in September 1997 under 
the Society Act 1860 as a non-profit organisation, and operates in the North West Frontier 
province of Pakistan. Its mission is to increase the productivity of the most disadvantaged 
groups through a participatory and financially viable approach that maximizes the benefits of 
he poorest. It offers a wide range of products and services: t

 
Education ⇒ 

⇒ 
⇒ 
⇒ 
⇒ 

⇒ 
⇒ 

⇒ 
⇒ 
⇒ 

⇒ 

⇒ 
⇒ 
⇒ 
⇒ 
⇒ 

Reproductive Health 
Micro Credit 
Enterprise Development 
Human Resource Development 

 
Its microfinance programme is a joint collaboration between ACE, DC and FWBL that 
disbursed loans to 55 borrowers of PRs 1.5 million. It has developed some innovation with 
respect to approach methodology and collaboration: 
 

Local bodies’ involvement in microfinance 
Active involvement of volunteers (outreach, recovery, client identification and proper 
information about clients)  
Doorstep awareness /financial services 
Involvement of social and religious leaders 
Intervention of equity based financing by banks 

 
It also identified some challenges, such as anti propaganda, male domination in society, 
over expectation of the community, recovery problems, low literacy rate, lack of 
entrepreneurial skills, lack of awareness about available opportunities, and lack of income 
generating activities. 
 
Experience from Philippines 
 
Mr. Jefferson P. Tugawin of PRRM Credit Cooperative, Philippines presented the Philippines 
case. PRRM Credit Cooperative (PCC) was founded in 1994 by twenty utility employees of 
the PRRM. These individuals were bent on creating a facility for savings; a facility through 
which they could borrow to augment their wages, and a facility for rudimentary insurance 
services. It started with PHP 4,000,00 (US$800.00), and now has PHP 26 million (US$ 
20,0000) in assets after ten years of operation. It aims to become a major player in 
microfinance in the country by becoming a large enterprise valued at PHP 100 million (US$2 
million) by 2010. PRRM-CC is the credit cooperative wing of the PRRM that has the legal 
entity of cooperative in the Philippines and operates from a small office staffed by only five 
people. PRRM-CC has an identical goal with its parent organisation PRRM, with some 
specific dictates “to provide savings, credit, and contingency services to enterprising poor, 
small businesses, and institutional employees, not just in the metropolis but in the rural 

reas as well.” PCC innovations include: a
 

Source of Funds: mobilizes neither funding from members’ contributions nor foreign 
or government grants. It started tapping commercial loans, on which an interest of 
12% is paid. It owns total assets of PHP 28 million, only 3.5 million borrowed from 
LBP 
Portfolio size 
Transactions start from one peso to as much as P P1.49 million  
Target Client: exclusively the enterprising poor 
Use of cooperative structure 
Reliance on lean staff 
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Tapping Socially Responsible Investment Market and Impact of 
Commercialization 

 
 
The above-mentioned subjects were distributed in two sessions in the workshop brochure. 
Both of the themes captured in these sessions were more or less inter-related and cross 
cutting. Therefore, INAFI thought it would be worthwhile if these sessions were organized 
jointly. Therefore two sessions were combined into one session. There were four experts to 
talk about these issues. They were Mr. Baqui Khalily, Prof of Finance, Dhaka University; Mr. 
Javed Sakhwat, Independent Development Consultant, Mr. Herman.Abels, Independent 
Consultant, Netherlands, and Ms. Meera BalaKumar, Fulbright Fellow and Independent 
Consultant.  
 
INAFI Asia conducted a thematic research on “Tapping Socially Responsible Investment 
Market,” which was carried out by Ms. Meera BalaKumar, a Fulbright fellow and independent 
consultant. This paper was presented as the lead paper for the discussion. In her 
presentation, Ms. BalaKumar highlighted that this study paper will introduce strategic 
possibilities in tapping international capital markets for financing the microfinance sector. It is 
expected that this study paper should also serve to stimulate debate on the topic and is 
meant to present observations more than conclusions. In studying possibilities for expanding 
microfinance financing, it has been asserted that the issue of finding international capital is 
not pressing at the moment, particularly in countries like Bangladesh. From an individual 
institutional perspective the case is likely to be different 2-15 years from now. 
 
As microfinance programs continue to expand, participating institutions have witnessed 
significant financial and institutional growth, and increasingly see opportunities for 
institutional self-sufficiency. The positive response of the poor to credit and savings services 
has encouraged many development organisations to initiate their own microfinance 
activities, and others to expand existing programs. It has become evident that the demand 
for financing of the sector, including funds for institutional development and portfolio 
expansion, cannot be met by aid agencies alone. Microfinance Institutions (MFIs) are also 
increasingly focusing on institutional viability and profitability. In addition to relying on 
internally generated income, the leveraging of funds from commercial sources, and a move 
towards mobilizing deposits from clients, MFIs are in need of radical ideas and new 
directions in funding their growth.  
 
In conjunction with the growth of the MFI sector, MFIs have attained worldwide recognition 
for their role in poverty reduction, and a large volume of international capital is potentially 
available to meet the needs of a rapidly growing number of MFIs. While the overall supply of 
funds seeking placement in MFIs continues to significantly exceed demand, many managers 
of promising MFIs face a shortage of funds. This bottleneck in the distribution of available 
capital is an indication of inefficiency within the current system.  
 
Multiple contributing factors exist to explain this bottleneck. One possible explanation is the 
ineffectiveness of donors and investors in developing the appropriate distribution 
mechanisms. As MFIs can attest, donors and investors thus far have tended to rely on 
mechanisms that are narrowly targeted and poorly structured, relying on conventional 
methods of financial ratio analysis and evaluation taken from models applied to the formal 
banking sector, i.e. CAMEL. Needless to say, these conventions need to be drastically 
adjusted to meet the needs and issues faced by microfinance organisations serving the 
informal sector. A strict adherence to traditional financial analysis brackets MFIs with the rest 
of the formal banking sector, and the premise behind using this convention is based on 
untested hypotheses of what the market will support. Microfinance practitioners and their 
funders need to determine whether the benefits of such an approach offset the risks 
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associated with burdening MFIs with potentially unjustifiable financial expectations. The 
possibility exists of “crowding out” MFIs deemed  “non-competitive” by formal banking sector 
standards. 
 
Within the current frameworks for investors and donors to evaluate MFIs, little room exists 
for MFIs to “under-perform” relative to the market, and equally little, if any, consideration is 
given to supporting the social impact of MFIs. It is relevant to remember that microfinance 
finds its origins in development initiatives. Therefore, as the industry progresses to new 
heights, its bearing on the social welfare of its clients cannot be forgotten or discounted.  
 
Microfinance institutions typically face four sources of funds to draw from in financing their 
activities. These include operations (income generating activities), group savings (funds 
mobilized through savings), loans (borrowed money), and grants (aid money). A fifth option 
for some microfinance institutions is in investor funds. 
 
Traditionally, the investor market has not been known to support social welfare 
enhancement simply for its own sake. However, prioritizing the needs of the MFIs 
themselves, rather than that of donors and investors is also of vital importance. Interestingly, 
there is clear evidence that a market of investors that values social impact does exist, and is 
in fact growing. Albeit a niche market, its existence corroborates that microfinance can and 
should be protected in its capacity as a development initiative. 
 
Known as the Socially Responsible Investor (SRI) market, this is a market of investors and 
capital fund managers who value the social impact of organisations that are for profit, but 
serve a social cause. These are investors and investment institutions that use a “social 
screen” on all the organisations they fund. Social screening highlights for-profit organisations 
serving various social causes, and helps SRIs in their investment decisions. For a reduced 
return on capital invested, they financially support profit-based organisations with a social 
agenda. Thus, many SRIs are interested in investing in microfinance institutions. GAP cites 
at least 25 interested or active investors already focused on microfinance. SRI funds have 
grown about five times faster than all other mutual funds since their inception in the early 
1970’s. According to Pax World Funds, the market is expected to reach US$278.1 billion by 
2011. Thus, a niche opportunity exists in case MFIs issuing paper, under this sub-group of 
investors. But, this market could not be explored because of lack of information that inhibited 
the development of appropriate investment strategies. 
 
Bangladesh microfinance models are considered to be poverty oriented, more pro poor, 
more efficient, could reach more clients, and have not abandoned the rural sectors. In order 
to explore different capital markets, particularly the SRI investment capital, Bangladesh 
microfinance needs to be branded with its product uniqueness and publicized worldwide.  
 
Bangladesh could also benefit from diversifying their products, such as through more 
complex savings into more flexible and diversified savings programmes, insurance, 
remittance, direct investment, consumer loans etc. This in turn would give MFIs in 
Bangladesh an enhanced ability to support participation in international capital markets. 
 
Another area in which Bangladesh microfinance has something to do is in pricing of their 
products. It is obvious that it could benefit from such pricing. 
 
Bangladeshi microfinance institutions need to adher more to the value of assessment and 
evaluation techniques with a view to ensuring their long-term health. In countries where 
assessments of microfinance activities are more institutionalized on an industry- wide scale, 
general performance and efficiency has typically been increased. Formalized assessment 
methods are also necessary conditions for accessing capital markets. 
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Rating, or assessment, is identified as a necessary condition for accessing capital markets. 
The question may come to mind whether the credibility of an institution depends on financial 
sustainability, social impact, poverty outreach, or governance. If microfinance intends to gain 
access to capital markets, answering of all these questions is very important. As none of the 
current rating instruments have been able to give an answer to all of these issues in one 
stop shopping, a need has emerged to develop a rating tool combining social impact and 
poverty outreach. 
 
Impact of Commercialization 
 
In the microfinance sector, when anybody wants to talk on commercialization there is always 
a debate. INAFI as a network has brought this issue forward considering its two edged 
effects on the microfinance sector as a whole. The way the microfinance sector has been 
expanding, both in terms of outreach and portfolio, and as well as the involvement of 
different interest groups as service providers, the issue of commercialization has become a 
vibrant one in the microfinance sector. Funds generally come from two broad sources, which 
are termed as public and private sector. The public sector funds are the money collected 
from the taxpayer. Most of donors’ funds originated from the public sector. Therefore, the 
contention is that public money should serve the public purpose; at least something of it 
should benefit all. The social interventions such as health, education, and infrastructure 
should get priority as far as investment is concerned. Private sector funds are the 
contribution of churches, contribution for charity purposes, investment in stock–exchange, 
and investment by individuals. 
 
In many countries microfinance has reached a certain scale that cannot be supported by the 
funds of the public sector. Commercialization of microfinance can be one option to get 
access to additional capital. On the other hand, western donors have invested huge funding 
to develop the sector and now they are reluctant to provide funding either in grants or soft 
loans, as it is assumed that the microfinance sector does not require free funds unless some 
investment is required for social capital development. The microfinance institution has 
already demonstrated that it is efficient if it borrows from the market. The time may come, 
whether we want it or not, that commercialization will take on the board in its own way.  
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Attachment - 1 
 
 

B
 

ackground and Concept paper of the workshop 
" Beyond Savings And Credit – Microfinance For Sustainable Poverty Alleviation" 
M icrofinance in Asia 
Micro credit has established itself as a formidable instrument or tool in the development 
industry both within Asia and globally. There is no doubt that the microfinance institutions of 
Asia have made a significant contribution to the development of the sector both at the 
regional and international levels. Asia is home to several of the leading microfinance 
institutions in the world.  Some Asian microfinance institutions have achieved scale and 
outreach to serve large numbers of poor people with credit and savings services. Yet others 
have combined scale with a deepening of services, combining microfinance with other non-
financial and social development services to improve the lives and livelihoods of the poor. In 
some cases, microfinance providers have maintained comparatively lower scale and 
outreach, but have contributed to the sector and served the poor through experimentation, to 
innovative product development. Four decades since the birth of the microfinance movement 
in Asia, Asian microfinance institutions continue to command the world's interest, motivate 
and inspire. 
 
The challenge for the microfinance sector in the new era is to make an honest assessment 
of our achievements to date as individual practitioners, and collectively as a movement, in 
erms of meeting our specified developmental goals and objectives. t

 
T he Asian landscape - Success and Failure 

In the early 70s, a handful of institutional methodologies inspired the growth of a sector that 
now includes thousands of institutions, offering a range of financial services, through diverse 
delivery mechanisms. Institutions have evolved diverse lending methodologies, including 
various types of group lending (small and large groups), village banking, self-help group, 
cooperatives, etc. While some institutions have demonstrated a preference for a specific 
client group by focusing on a single lending mechanism with a limited product range, others 
have aimed to reach a wider spectrum of the target population by combining different lending 
methodologies and a range of financial products and services. Some have achieved scale 
and outreach through minimalist or focused microfinance approaches, while others have 
achieved depth and complexity in their methodology to meet the varying and changing 
needs of their clientele by establishing multi-service organisations, including financial 
services as one aspect of their service provision. 
 
Several Asian microfinance institutions have gained worldwide recognition for their success 
in achieving financial sustainability through innovative design, increased efficiency and a 
commitment to professionalism. Yet others have succeeded in affecting positive policy 
change and creating an enabling policy environment for their own initiatives as well as other 
providers.  As market leaders and change agents, these microfinance institutions have 
influenced the policies of donor agencies, banks and other financial institutions in order to 
move the financial system to benefit the poor.   
 
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, microfinance 
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 fact, poverty has intensified in certain parts of the world, as a result of economic 
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crisis, political instability, conflict, natural and man-made disasters, etc 
 
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, civil unrest and increasingly, the impact of 
medical crises, particularly HIV/AIDS. 
 
Although microfinance institutions were initially designed to provide financial services as a 
tool for poverty alleviation, the evidence from impact evaluations show that the impact of 
financial services on poverty alleviation in many cases, is limited. By the mid-90s, studies 
showed that microfinance initiatives could only help a certain segment of the poor. Only the 
entrepreneurial poor, who have productive skills, entrepreneurial ability, and the confidence 
or risk taking ability, are able to participate effectively in microfinance initiatives. These 
entrepreneurial poor can invest their loans efficiently in their various business activities, 
generate substantial profit, in order to expand their income level, grow their business, build 
assets, and move themselves out poverty by reducing their risk and vulnerability. The 
entrepreneurial poor, through access to financial services, are able to achieve a significant 
level of sustainability at both the household and enterprise levels. These successful clients 
are the ones who have experienced growth in their businesses, expanded their asset base, 
enhanced their quality of life by improving their homes, and educating their children. 
Successful microfinance institutions boast of portfolios consisting of a majority of successful 
clients.  
 
However, studies show that most microfinance institutions, including market leaders 
experience either client drop out or it is found that there are a significant number of poor 
clients in the target community who avoid participating in microfinance initiatives.  
Investigations show that these clients continue to subject themselves to the exploitative 
terms and conditions of the informal sector moneylenders or usurers, rather than avail of the 
services of development finance institutions. Market surveys indicate that a primary reason 
for the self-exclusion of the poor from financial service initiatives to a great extent is related 
to the product design and the manner in which the product is delivered. Most microfinance 
providers design their products to meet the needs and demand of the majority, in order to 
balance responsiveness with efficiency and cost-effectiveness. However, the efficiency and 
cost-effectiveness is gained at the expense of excluding certain segments of the client 
population, who are generally the most vulnerable and who need specialized inputs. 
 
International debate has been dominated by two schools of thought -- the finance school and 
the poverty school, which are often in conflict with one another. The former celebrates the 
mainstreaming of microfinance services as a financial service and the latter emphasizes the 
need to reach poor people, particularly the poorest and most marginalized, at the expense of 
financial sustainability. INAFI network members have sought to find an alternative -- to attain 
the advantages of a commercialized financial operation, achieving financial sustainability 
over time, without sacrificing the developmental objective of the organisation vis-Ã -vis 
poverty focus.   
 
The pressure on microfinance institutions to improve institutional and financial sustainability 
has also contributed to client drop out, or the conscious exclusion of certain segments of the 
target population. As providers streamline their delivery mechanisms, increase their interest 
rates, and impose tighter credit discipline, the clients who are most at risk and vulnerable to 
internal and external shocks, are unable to participate effectively in 
microfinance programmes. Lack of income security leads to irregular cash flow, and inability 
to manage crises, and makes them unable to meet the stringent criteria imposed by 
professional microfinance institutions. The pressure on microfinance providers to improve 
their performance, maintain portfolio quality and achieve high levels of profitability for 
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ensuring financial sustainability prohibits them from working with vulnerable client groups. 
Therefore, it is safe to conclude that despite the significant efforts of the sector, there is still a 
considerable gap between the demand for financial services, including the population that 
has not yet been served, and the supply of financial services. 
 
The Challenge for Microfinance in Asia in the Future 
 
It is time for the microfinance sector to put the "development" back into the provision of 
financial services. It is time for the microfinance sector to emphasize "poverty alleviation" 

long with outreach and sustainability as its goals.  a
 
Putting development back into microfinance presents a challenge to all those involved in 
microfinance. In addition to the technical and managerial inputs to enhance performance and 
efficiency, microfinance providers have to learn to be development organisations once again. 
Microfinance itself has a limited impact on poverty alleviation. It can only serve as a 
complimentary tool within a broader development strategy to reduce poverty. Similarly a 
poverty focus alone cannot address the broader issues that cause poverty, and development 
practitioners, including financial service providers have to ensure broader impact to 
eradicate the root causes of poverty through advocacy to effect political and social change. 
 
As we move further into the new millennium in Asia, we find many countries suffering from 
the impact of long-term conflict. Others are still reeling from the aftermath of the economic 
and financial crisis of the late 90s. Yet others are facing the challenge of transformation into 
democracies. A few are still struggling with political instability, immature democracies, or 
authoritarian regimes. A growing crisis in Asia, is the spread of the HIV/AIDS virus, and the 
inability of country governments to deal with the growing crisis. Finally, every year, several 
parts the region are devastated by natural disasters, such as floods, tidal waves or drought 
that affect large numbers of the population, further Intensifying the poverty of these people, 
and hindering development. 
 
As we know, microfinance is not the "magic bullet" and there are limitations to what the 
provision of financial services can realistically achieve in terms of eradicating poverty. 
However, there is evidence to prove that the provision of financial services, in a manner that 
is responsive to the expressed needs of clients, and designed to suit their realities, does 
contribute to enhancing their opportunities, and reducing their vulnerability. Experiences 
from around the region and within the INAFI network are testimonials to the success of the 
microfinance sector in Asia, in meeting the challenge. We will hear from a range of 
microfinance models, with unique developmental strategies, microfinance approaches, and 

iverse products and services. d
 
The future holds many challenges for the microfinance sector. More research is needed on 
outreach and impact. Research has to be linked with enhanced product development and 
the modification of existing delivery mechanisms and the innovation of new products and 
mechanisms to meet the changing needs of the poor. Greater work has to be done to assess 
the needs of those who continue to remain outside the reach of financial service providers, 
and mechanisms have to be evolved to expand outreach and deepen the impact of financial 
services within communities. 
 
INAFI Asia Workshop 2004 
 
Therefore, the objective of the INAFI Asia Regional Workshop 2004 is to highlight the 
achievements of microfinance practitioners who have responded to the myriad challenges 
facing the microfinance sector in their local environment, developed innovative products and 
services to meet the changing needs of their client base, and reach new clients who remain 
un-served by the financial sector, and to approach financial service provision in a more 
holistic manner. 
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Attachment –2 Agenda of the Workshop 
 

4TH INAFI ASIA REGIONAL WORKSHOP AND ASSEMBLY 2004 
 
Detailed Agenda 
 
February 12-13, 2004 
 
FEBRUARY 8 onwards  ARRIVAL OF PARTICIPANTS Transfer to BCDM, 

Rajendrapur from airport 
 
FEBRUARY 9-11, 2004 EXPOSURE VISITS TO BANGLADESH MICROFINANCE 

Options: 
 

ASA (two days) ⇒ 
⇒ 
⇒ 
⇒ 

⇒ 
⇒ 
⇒ 
⇒ 
⇒ 

⇒ 

⇒ 

⇒ 

⇒ 

BRAC (two days) 
BURO TANGAIL (one day) 
Shakti FOUNDATION (one day) 

 
FEBRUARY 12-13, 2004 ASIA REGIONAL WORKSHOP  
    
FEBRUARY 12, 2004  DAY 1 
 
9:00 a.m. to 11:00 a.m. Inauguration and Opening of the Workshop 
 

Chair INAFI International Foundation and INAFI Asia 
Welcome address, Mr. F.H. Abed (Chairperson BRAC), 
INAFI Africa, Mr. Stephen Mirero, INAFI Africa 
INAFI Latin America, Ms. Susana Pinilla 
INAFI Asia, Mr. Atiqun Nabi, INAFI Asia 
INAFI International, Ms. Nina Nayar, INAFI International 
Foundation 

 
11:00 p.m. to 11:30 p.m.  Tea Break 
 

11:30 a.m. to 1:00 p.m. Session 3: Poverty Outreach: Reaching the Poorest - 
Experience  

 
Chair: Mr. M.P. Vasimalai, Dhan Foundation (India) 
Targeting the Hard-Core Poor, Mr. Shabbir Ahmed Choudhury, 
BRAC (Bangladesh) 
Providing financial services in hilly areas, Dr. Harihar Dev 
Pant, Nirdhan (Nepal) 
Serving the poorest in Pakistan through financial services, Mr. 
Ijaz Ahmed, SRSP (Pakistan) 
Designing financial services for the fishermen in Kerala, Mr. M. 
Kalyanasundaram, INAFI India presenting on behalf of SIFFS 
(India) 

 
1:00 p.m. to 2:00 p.m. Lunch Break 
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2:00 p.m. to 3:30 p.m. Session 4: Beyond Traditional Microfinance 
 

Chair:  Satish Chandra, MYRADA (India)  
Providing Urban Credit, Mr. Aminur Rashid, ASA (Bangladesh) ⇒ 

⇒ 

⇒ 

⇒ 

⇒ 
⇒ 
⇒ 

⇒ 
⇒ 
⇒ 
⇒ 

⇒ 

⇒ 

⇒ 
⇒ 

Financing Renewable Energies, Mr. Shakila Wijewardana, 
SEEDS (Sri Lanka) 
Micro Insurance in India, Mr. Seenivasan, Dhan Foundation 
(India) 
Financing Household Consumption, Mr. Hasan Ali, PBK 
(Bangladesh) 

 
3:30 p.m. to 4:00 p.m. Tea Break 
 
4:00 to 5:30 p.m. Session 5: Measuring Social Impact – Regional 

Experience 
 

Chair:  Saraswathi Shrestha, Women’s Cooperative Society 
(Nepal) 
Dr. Shantana Haldar, BRAC (Bangladesh) 
Mr. M.P. Vasimalai,  Dhan Foundation (India) 
Mr. Renato Tumaneng, LHRBI (Philippines) 

 
5:30 p.m. to 7:00 p.m. Free  
 
7:00 p.m. to 9:00 pm  Dinner 
 
FEBRUARY 13, 2004   DAY 2 
 
8:30 a.m. to 9:00 a.m. Session 6: Highlights of Day 1 and 

Agenda Review for Day 2 
 
9:00 a.m. to 10:30 a.m. Session 7: Designing New Approaches 

in Financial Services 
 

Chair:  Mr. Varun Vidyarthi, Manovodaya (India) 
Mosharrof Hossain, BURO Tangail (Bangladesh) 
Mr. Andres G. Panganiban, NRBSL (Philippines) 
Mr. Lasantha Mendis, Lakjaya Trust (Sri Lanka) 
Mr. Mukundu Bahadur Bishta, CSD (Nepal) 

 
10:30 a.m. to 11:00 a.m. Tea break  
 
11:00 a.m. to 12:30 p.m. Session 8: Establishing the link between financial 

services provision and social impact 
 

Chair:  Ms. Yasmin Ahmed, CDF and NCB (Bangladesh) 
Gender, health and microfinance, Dr. Humaira Islam, Shakti 
Foundation (Bangladesh) 
Microfinance and community development, Mr. Mori 
Jayanthilal  
Ravjibhai, BAIF (India) 
Microfinance and Social development, Mr. Conrado S. 
Navarro, PRRM (Philippines) 
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12:30 p.m. to 1:30 p.m. Lunch break 
 
1:30 p.m. to 3:00 p.m. Session 9: Innovations in Microfinance 
     

Chair:  Mr. Biswajit Sen GDS (India) 
Mr. Jacob Thundayil, PREM (India) ⇒ 

⇒ 
⇒ 

⇒ 
⇒ 
⇒ 

⇒ 
⇒ 

⇒ 
⇒ 
⇒ 

⇒ 
⇒ 
⇒ 
⇒ 
⇒ 

Mr. Amir Hameed, ACE (Pakistan) 
Mr. Jefferson Tugawin, PCC (Philippines) 

 
3:00 p.m. to 3:30 pm. Tea Break 
 
3:30 p.m. to 4:30 p.m. Session 10: Tapping Socially Responsible 

Investment Capital  
 

Chair:  Dr. Frank Matsaert, DFID Bangladesh or 
Dr. Sajjad Johir, BIDS  
Ms. Meera Balakumar, Consultant 
Professor Baqui Khalily, Dhaka University 
Herman Abels (The Netherlands) 

 
4:30 p.m. to 5:30 pm  Session 11:  Impact of Commercialization on Microfinance  
 

Chair:  Dr. Sajjad Johir or Mr. Frank Matsaert 
Mr. Herman Abels (Netherlands) 
Mr. M.P. Vasimalai, Dhan Foundation (India) 

     
5:30 p.m. to 5:40 p.m. Session 12:  Summary of Workshop Proceedings 
 
5:40 p.m. to 6:15 p.m. Closing of Workshop 
 

Vote of Thanks, Mr. Atiqun Nabi, INAFI Asia 
Comments from the regions and national INAFIs 
Closing remarks, Susana Pinilla, Board INAFI International and 
IDESI (Peru) 

 
7:00 p.m. to 8:30 p.m. Dinner  
   
FEBRUARY 14  INAFI ASIA ASSEMBLY 2004 
 
8 :30 a.m. to 9:00 a.m. Opening of Assembly, Introduction of Agenda 
9 :00 a.m. to 9:30 a.m. INAFI Asia Progress Report and Accounts 2003 
9 :30 a.m. to 10:00 a.m. Tea Break 
10:00 a.m. to 12:00 p.m. Presentation of 2004 Work Plan and Operational Budget 
 

INAFI Philippines 
INAFI Nepal 
INAFI India 
INAFI Bangladesh 
INAFI Asia 

 
Discussion of Work Plan and Operational Budget 
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12:00 p.m. to 1:00 p.m. Small Groups by National Chapter for 
Discussion on topics including: 

 
Membership Criteria ⇒ 

⇒ 

⇒ 

Strategies for Core Programmes – Research, Policy Advocacy, 
Capacity Building and Rating 
Fundraising Strategies for 2004 to 2006 

 
1:00 p.m. to 2:00 p.m. Lunch Break 
 
2:00 p.m. to 3:00 p.m. Report from Small Groups 
 
3:00 p.m. to 3:30 p.m. Consolidation of Programme Strategy for INAFI Asia 
 
3:30 p.m. to 4:00 p.m. Closing of Assembly 
 
FEBRUARY 14, 2004 
 
4:00 p.m. to 5:30 p.m. MEASURING SOCIAL IMPACT – JOINT SESSION  

INAFI and ImpACT 
 
5:30 p.m. to 6:30 p.m. Reception for IMPACT and INAFI Asia participants 
 
7:00 p.m. to 8:00 p.m. Dinner 
 
8:00 p.m.   Transfer of INAFI Asia Participants to Dhaka 
    Hotel Rose Wood Residence 
 
FEBRUARY 15, 2004 
 
10 a.m. to 1 p.m.  INAFI ASIA EXECUTIVE COMMITTEE MEETING 
    INAFI Office, Dhaka 
 
7 p.m. to 10 p.m.  INAFI RECEPTION  
    BRAC Centre, Dhaka 
 
FEBRUARY 16-19, 2004 ASIA PACIFIC REGIONAL MICROCREDIT SUMMIT 

MEETING OF COUNCILS 
 
FEBRUARY 18 
 
7:30 p.m. to 8:30 p.m. INAFI ASSOCIATED SESSION  
    Chameli Room, Dhaka Sheraton Hotel 
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Attachment - 3 
 

4TH INAFI ASIA REGIONAL WORKSHOP PARTICIPANT LIST 
 

DATE: 12-02-04 to 13-02-04 
 

INAFI International Foundation 
 

Name INAFI Designation Organisation 
Mr. F.H. Abed Chair, INAFI International 

Foundation Board; Chair, INAFI 
Asia 

Chair, BRAC, Bangladesh 

Mr. M.P. Vasimalai Member, INAFI International 
Foundation, Chair INAFI India 

Executive Director, Dhan 
Foundation 

Mr. Stephen Mirero Member, INAFI International 
Foundation Board, Executive 
Director INAFI Africa 

Executive Director, INAFI Africa, 
Kenya 

Ms. Susana Pinilla Member, INAFI International 
Foundation Board 

Member, Executive Committee, 
INAFI Latin America, Executive 
Director, IDESI, Peru 

Mr. Leonel Zamora Executive Director INAFI Latin America 
 

Member Organisations 
 

Bangladesh 
 

Name Title Organisation 
Mr. A.K.M. Aminur Rashid Director, Programmes ASA 
Mr. Md. Shamsuddin Khan Vice President 
Mr. Mustafa Akanda Vice President 
Mr. Kazi Jahangir Kabir Adviser 

 
Borishal NGO Coordination 
(BNC) 

Ms. Rabeya Yessmin Programme Manager 
Mr. Hossain I. Adib Financial Analyst (MELA) 
Dr. Shantana Haldar Senior Researcher, Research 

and Development 

 
 
BRAC 

Mr. Zakir Hossain Executive Director 
Mr. Mosharrof Hossain Finance Director 

BURO Tangail 

Mr. Siddiqur Rahman Director, Field Operation Institute of Integrated Rural 
Development (IIRD) 

Mr. Hasan Ali Executive Director Palli Bikas Kendro (PBK) 
Mr. Abdul Hamid Khan Coordinator, Credit and Finance Proshika 
Ms. Obaida Haque Syeda Deputy Director 
Mr.Taufiq Zahidur Rahman  Asst.Coordinator-ICT 

Shakti Foundation 

Mr. Ataur Rahmand Director, Field Operations TMSS 
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India 
 

Name Title Organisation 
Mr. R. Seenivasan Programme Leader Dhan Foundation 
Mr. Mori Jayanthilal Ravjibhai Regional Programme 

Coordinator 
BAIF Development Research 
Foundation 

Mr. Kulandai Odaiyar Francis Director Integrated Village Development 
Project (IVDP) 

Mr. M. Kalyanasundaram Executive Director INAFI India 
Mr. Varun Vidyarthi Director Manavodaya 
Mr. Devilal  Vyas Director Plepole’s Education 

Development Organisation 
(PEDO) 

Mr. Satish Chandra Credit Manager  MYRADA 
Mr. Jacob Thundayil Director People’s Rural Education 

Movement (PREM) 
 

Nepal 
 

Name Title Organisation 
Mr. Mukunda Bahadur Bista Executive Director Centre for Self-Help 

Development (CSD) 
Ms. Saraswathi Shrestha Executive Chairperson Women Cooperative Society Ltd.
Dr. Harihar Dev Pant Chief Executive Officer Nirdhan Utthan Bank Ltd. 
Mr. Narendra Prasad Joshi Regional Director South Asia Partnership (Nepal) 

INAFI Nepal 
Mr. Prakash Chandra Pokhrel Programme Officer INAFI Nepal 
Mr. Rajendra Adhikari Chairman Society (SEDA) 
 

Pakistan 
 

Name Title Organisation 
Mr. Amir Hameed Project Manager Association for Creation of 

Employment (ACE) 
Mr. Ijaz Ahmad Manager, Human Resource 

Development 
Sarhad Rural Support 
Programme (SRSP) 

 
Philippines 

 
Name Title Organisation 

Ms. Jovelyn Cleofe Executive Director Centre for Empowerment and 
Resource Development (CERD) 

Mr. Renato C. Tumaneng President and Managing 
Director 

Lagawe Highlands Rural Bank 
(LHRB) Inc. 

Mr. Jefferson P. Tugawin Chief Executive Officer Philippines Credit Cooperatives 
(PCC) 

Mr. Conrado S. Navarro Director, MFO Philippines Rural Reconstruction 
Movement (PRRM) 

Mr. Marlon Paloma Executive Director  INAFI Philippines 
 

Sri Lanka 
 

Name Title Organisation 
Mr. Shakila Wijewardana Executive Director Sarvodaya Economic 

Enterprises Development 
Societies (SEEDS) 
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Non-Members 
 

NAME TITLE ORGANISATION COUNTRY 
Mr. Said Najim Trainer Microfinance BRAC – Afghanistan Afghanistan 
Ms. Nazifa Aabedi Training Coordinator Coordination of 

Humanitarian Assistance 
(CHA) 

Afghanistan 

Mr. Lasantha Mendis Executive Director Lakjaya Trust Sri Lanka 
 

Development Partners 
 

NAME TITLE ORGANISATION COUNTRY 
Mr. Herman W.M. 
Abels 

General Manager ATC Services BV The Netherlands 

Mr. Clemens 
Wennekes 

Financial Officer 
International Projects 

NOVIB The Netherlands 

 
Other Relevant Individuals and Institutions 

 
Name Title Organisation Country 

Ms. Meera Balakumar Consultant  USA 
Dr. Baqui Khalily Professor, Department 

of Finance and 
Banking. 

Dhaka University Bangladesh 

Mr. Sajjad Zohir Senior research fellow BIDS Bangladesh 
Ms. Yasmin Ahmad Board members CDF Bangladesh 
 

INAFI Dhaka Team 
 

Name Title Organisation 
Mr. Atiqun Nabi Executive Director 
Ms. Mahbuba Haque Information Officer 
Mr. Ahmed bin Hafiz  Finance Officer 
Mr. Mahin Mahmood IT Consultant 
Mr. Tanvir Ahmed IT Consultant 
Mr. Shiblee Sayed Volunteer/ BNC 

INAFI Asia 

Mr. Tarit Datta Gupta Programme Officer, Research 
and Development 

Ms. Nina Nayar Executive Director 

INAFI International 
Foundation 
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Attachment- 4: Papers presented at the workshop 
 
 

Name of the Paper Organisation Name of the presentor 
Session: Poverty Outreach, Reaching the Poorest-Experience 
Poverty Reduction Interventions 
for the Ultra/ Hard-Core poor- 
BRAC Experience 

BRAC, Bangladesh Ms. Rabeya Yasmin 

Financial Services in the Hilly 
Region 

Nirthan, Nepal Dr. Harihar Dev Pant 

Sarhad Rural Support 
Programme  

SRSP, Pakistan Mr. Ijaz Ahmed 

Micro credit and Micro 
insurance initiatives 

INAFI India on behalf of SIFFS, 
India 

Mr. Kalyanasundaram 

Session: Beyond Traditional Microfinance 
Microfinance and Renewable 
Energy 

SEEDS, Srilanka Mr. Shakila Wijewardena 

Insurance Programme in DHAN: 
GENESIS, Evolution and Status 

DHAN Foundation, India Mr. Seenevasan 

Household item distributed PBK, Bangladesh Mr. Hasan Ali 
Session: Measuring Social Impact- Regional Impact 
The BRAC Micro-finantial 
Approach and its Impact at 
Individual, Household and 
Beyond Household Levels 

BRAC, Bangladesh Dr. Santana Halder 

Impact of Kalanjiam Community 
Banking  on Women 

Dhan Foundation Mr. Seenevasan 

Clients as Stakeholders of a 
Community Financial Institution 

LHRBI, Philippines Mr. Renato Tumaneng 

Session: Designing New Approches in Finantial Services 
An Overview of BURO Tangil BURO Tangil, Bangladesh Mr. Mosharrof Hossain 
Microfinance for Sustainable 
Poverty Alleviation Designing 
New Approaches in Financial 
Services 

NRBSL, Philippines Mr. Andress G. Panganiban 

An Overview of  Lakjaya Lakjaya Trust, Srilanka Mr. Lasantha Mendis 
Designing New Approaches in 
Financial Services 

CSD, Nepal Mr. Mukunda B. Bista 

Session: Establishin the link between financial services provision and social impact 
Gender, Health,and 
Microfinance 

Shakti Foundation 
(Bangladesh) 

Dr. Humaira Islam,  
 

Social Development and 
Microfinance- The PRRM 
Experience 

PRRM (Philippines) 
 

Mr. Conrado S. Navarro,  
 
 

Session: Innovations in Microfinance 
Association for Creation of 
Employment 

ACE (Pakistan) Mr. Amir Hameed,  

Innovation iin the Practice of 
Microfinance. 

PCC (Philippines) Mr. Jefferson Tugawin,  
 

Tapping SRI Markets For 
Microfinance 

Consultant Ms. Meera Balakumar,  
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Attachment –5 Bangkok Declarations 
 
 

 
BANGKOK DECLARATION 2002 

 
PREAMBLE 
In view of the collective review and the common frame of understanding to carry forward the 
mission of INAFI, we the members of INAFI Asia affirm this statement on this day of January 
18, 2002, to be known as the “Bangkok Declaration” 
  
Strategic Goals 
 
1. Social Development: INAFI recognizes Social Development agenda as the central theme to its 

objectives. 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 the 

microfinance programme participants through making available 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 will place strong emphasis to build the capacity of microfinance and 

development institutions by developing appropriate rating instruments for both financial and social 
rating 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 will take up concerted efforts towards advocacy to influence policies that 

will create an enabling environment for microfinance; establish 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.  

S trategic Directions:  
T
 

hese strategic goals will be put into operation through an action agenda comprising of; 

• An annual action plan integrating the work of INAFI International, Regional and National level 
networks and each member organisation. 

 
• Formation of specific Working Groups for each Strategic Goal/ Purpose 
 
• Individual institutional strategies for development, MIS, local resource mobilization and initiatives 

to effectively combine microfinance with Business Development Services. 
 
• Involving capable local institutions in institutional rating of MFI performance – financial and social. 
 
• Providing opportunities to members for training and guided exposure visits through national 

networks. 
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Attachment –6: THIRTEEN CHARTERS FOR MICROFINANCE 

 
THIRTEEN CHARTERS FOR MICROFINANCE 

 

ADOPTED IN THE 4TH INTERNATIONAL ASSEMBLY, MOMBASA, KENYA 2002 
  

1. Microfinance institutions will focus on addressing large-scale poverty, reaching the most 
number of poor people and communities 

 
2. Microfinance institutions will be demand driven, no longer supply driven, making the 

needs of clients central to the development of products and services. The clients will be 
the most valued stakeholders of the industry. 

 
3. Microfinance institutions will become efficient in their operations, reducing the transaction 

costs to the poor, while recovering the full costs of operations. 
 

4. Microfinance industry will promote diverse models for service delivery. 
 

5. Mirofinance initiatives will contribute to building vibrant local economies. 
 

6. Microfinance institutions will mobilize savings of the poor and channel it back for the 
poor’s own development. 

 
7. Microfinance institutions will operate at new frontiers facilitated by research and 

development, leading to innovations in products and services in: 
 

a. Social security - pension plans, life and health insurance, etc. 
b. Debt swaps (portfolio buy-outs) 
c. Risk mitigation – disasters, HIV/AIDS, etc. 
d. Financial derivatives (financial instruments that facilitate transfer of financial contracts) 

 
8. Microfinance institutions will operate under specified standards to achieve high levels of 

performance – institutional, financial, and development impact 
 

9. Microfinance institutions will contribute to poverty alleviation by providing financial 
services and asset creation. 

 
10. Microfinance industry will nurture networks and alliances to promote cooperation for the 

efficient and effective delivery of financial services. 
 

11. Microfinance industry will develop a pool of professionals through purposeful 
development of human resources. 

 
12. Microfinance industry will clearly establish its poverty alleviation agenda and expand it 

into social development work as dictated by the needs of the clients. 
 

13. Microfinance will forge linkages with the government and social institutions, and the 
private sector for broader impact. 
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