
                                                                                      

 
 

Your response: Reaching the unbanked in Sub-
Saharan Africa 
 

Name: Julia Modern 
Affiliation:  Campaigns Officer, RESULTS UK, on behalf of 

RESULTS International 
Email: julia.modern@results.org.uk  
 
On the basis of your research work, evidence, evaluation studies and/or practical 
experience for your locality, sector, country or region, what would you identify, 
referencing as appropriate, to be:  

1. Microfinance providers 

DFID and World Bank consider it essential that MICFAC focuses on 
performance and outreach potential rather than upon the nature and form of 
microfinance providers.  
 
What institutions do you think are best placed to sustainably 
deliver microfinance services to the unbanked across Sub-Saharan 
Africa? What are their key characteristics?  
 
 

• A focus on outreach – i.e. the number of clients served by MICFAC – is 
insufficient. The performance of microfinance providers should be measured by 
how well they are able to deliver equitable microfinance services that help lift 
clients out of poverty.  

• Organisations that can credibly deliver a broad package of financial services 
(loans, savings, and insurance) that are tailored to the needs of the poor should 
be prioritised. 

• It is crucial that the success of MICFAC is assessed against its ability to bring 
about a positive impact on the lives of microfinance clients, especially the very 
poor, for whom the Millennium Development Goals were adopted. This goal 
should not be sacrificed in a drive for sustainability, as market forces will 
ultimately provide sustainability but at a huge cost for poverty impact (see, for 
example, SKS in India as indicative of the direction of the industry). 

• In particular, MICFAC should be seeking to demonstrate its impact at helping 
microfinance clients lift themselves over the daily income threshold of $1.25 per 
capita. 

• MICFAC should support organizations with a proven track record who wish to 
deepen their poverty outreach or who wish to enter very poor, underserved 
regions  

• MICFAC should give special preference to organisations that not only manage 
accounts but also develop close supportive client relationships. This can help to 
prevent situations such as the recently publicised spate of suicides in India over 
problems of indebtedness. 



                                                                                      

  

2. Large and small players 

The specific support to be provided by MICFAC will depend upon the types of 
microfinance providers, their size, maturity, existing capacity and the markets 
within which they operate.  
 
In the future, will microfinance in Sub-Saharan Africa be likely 
dominated by a small number of large institutions or a large 
number of small institutions? 
 

 
• Many organisations in, for example, South Asia, have grown to scale 

through replication of rigid lending-based products with little respect for 
client over-indebtedness or the products a client truly needs. While this 
has driven scale and sustainability, it can be counter-productive for 
poverty alleviation. 

• It is critical that MICFAC’s capacity building function address appropriate 
product design and targeting these for poverty alleviation 

• Sometimes smaller institutions have excellent, well-tailored, pro-poor 
products that do not scale well. MICFAC should focus on helping these 
organisations find ways to maintain the essential elements from these 
products, make them more efficient, and thus suitable for scale-up. 

• Like any organisation, MFIs experiencing very rapid growth often struggle 
and sometimes even fail. Care should be taken that MICFAC does not put 
undue pressure on organisations through too-rapid a scale-up. In addition 
it should be noted that where expansion of organisations occurs rapidly 
quality can be lost as the Human Resources of the organisation are 
depleted. It is crucial that MICFAC supports expanding organisations to 
develop high quality human resources in all areas, and particularly in 
financial controls and in the measurement and management of impact on 
clients. 

• A report from Kiva makes the point that large numbers of small 
organisations working in a country may increase the likelihood over MF 
oversaturation and possibly increases competition for funding.  

• It is also possible to see that it is easier for people to abuse microloan 
systems by taking out multiple loans from multiple microfinancing 
organisations when there are numerous smaller organisations. 

• Ultimately, consolidation in the microfinance sector, like any other, will 
drive towards fewer larger players with smaller niche providers. MICFAC 
should keep this in mind and aim its assistance so that a focus on poverty 
alleviation is retained within larger organisations and is not consigned to a 
niche boutique intervention.  

 



                                                                                      

 
3. The role of commercial banks 
 

It is possible that more commercial banks will go “down market”, either in 
terms of offering their own retail products to microfinance clients or by 
offering wholesale funds to smaller institutions. 
  
If so, will commercial banks be likely to dominate most 
microfinance markets within Sub-Saharan Africa? And in which 
regions or countries is this most likely to occur? 
 

 

• We welcome commercial banks offering products to poorer clients however 
we feel that MICFAC should seek to ensure that commercial banks who 
benefit from additional funds sign up to certain principles around social 
performance and measuring the impact of their services, for example reaching 
a certain proportion of very poor people and monitoring movement out of 
poverty. 

• However, as DFID rightly points out in its background document, it is “less 
likely that commercially oriented microfinance providers (including commercial 
banks) will, at the outset of their microfinance engagement, prioritise the 
provision of microfinance services to more difficult areas and markets.” 

• Priority should therefore be given to those institutions who are planning to 
take steps to reach the very poor; this is not likely to include many banks, 
outside perhaps, urban areas. 

• Banks are likely to be an important source of funding for on-lending by MFIs 
and DFID may wish to consider supporting this very specific role. This would 
be best achieved through capacity building to assist those MFIs that are 
focussed on poverty alleviation and would or could be eligible to access these 
funds on commercial terms. 

• To allow lenders including commercial banks to reach the rural poor it will be 
necessary for MICFAC to support the development of microinsurance, 
particularly weather-indexed microinsurance products, to allow lenders to 
reach the rural poor without overexposing their portfolios to weather risk in 
geographies where this is a significant barrier to rural agricultural investment. 
As the poor are predominantly rural this is a key investment in unlocking the 
value of the rest of MICFAC’s capacity building efforts. 
 

 



                                                                                      

4. Barriers to outreach 
 
 
MICFAC will aim to tackle the key constraints which prevent, or slow down, 
the growth in outreach of microfinance providers in Sub-Saharan Africa and 
impair their ability to reach the unbanked poor at scale on a sustainable basis.  
 
What do you consider to be the principal constraints facing 
microfinance providers in Sub-Saharan Africa?  
 
To what extent can tackling weaknesses in management, staffing 
and governance of microfinance providers help to increase the 
outreach of microfinance services? 
 

• While there is tension between sustainability and reaching the very poor, and it 

is true that reaching those living on one or two dollars per day involves extra 

costs, there is ample literature showing that this can be done sustainably; the 

true issue is that reaching the very poor requires an initial investment in staff 

time around product development and good management and MIS, and this is 

exactly what MICFAC should be supporting.  

• Many small MFIs face barriers in MIS systems, as both IT systems (hardware, 

software, and networking/internet) and support staff are relatively expensive in 

Africa. MICFAC should not attempt to build/promote a new MIS/IT solution, 

as a number of commercial and non-commercial (e.g. MIFOS) efforts are 

underway. CGAP already invests heavily in reviewing MIS systems and 

publishes their results, and MICFAC should leverage this work when engaging 

in the technological aspects of capacity building. 

• As most of the unbanked poor are rural, female, and currently engaged in 

agricultural activities, MICFAC should pay particular attention to capacity 

building for organisations and interventions that are appropriate for this target 

group. This should include interventions such as weather indexed 

microinsurance to remove weather/climate risk from the loan portfolio, and 

investments in appropriate MIS systems, for example those that leverage new 

technologies that work well rurally such as mobile banking. 

• Tackling weaknesses in management, staffing and governance is very 

important, particularly as organisations scale up because this can lead to 

quality being diluted. It is essential to include training for additional staff in 

social impact and client protection as well as in ‘harder’ skills such as financial 

controls. 



                                                                                      

 
 

5. The focus of intervention 
 
It is proposed that MICFAC should focus upon building capacity of 
microfinance providers at the “human level” and at the “organisational level”.  
 
Can the facility have a positive impact on the outreach of 
microfinance services by focusing its interventions only at these 
levels? 

• The issue at hand is a technical one:  should MICFAC fund macro/meso 
interventions or human/organisational ones. There is no answer that will 
be suited to every country, as in some countries there may be key 
opportunities at macro/meso level that do not exist in others. 

• MICFAC can have a positive impact focusing at these levels, but it may 
miss the opportunity to have even greater impact by unlocking key meso 
and macro level opportunities that would not otherwise be made in a 
timely manner by the market alone. 

• For example, establishing key innovative meso-level interventions that 
have proven value for poverty alleviation (mobile payment systems or 
national weather insurance risk pools being just two examples) are 
beyond the capacity of a single microfinance player and have historically 
been kick-started with grant money. MICFAC should provide capacity 
building to both 1) assist in the creation of their provision (where it is clear 
market forces cannot or will not deliver this), and 2) to allow MFIs to 
access these new interventions where such provision already exists. 

• It is crucial that there is also a focus on the impact of microfinance at the 
client level, not just an organisational focus, to ensure that MICFAC 
contributes to poverty alleviation and the achievement of the Millennium 
Development Goals. 

• To note, investment at the human level can result in “brain drain” with staff 
leaving microfinance organisations for higher-paying commercial banks 
that have no poverty focus. It is critical that MICFAC structure its 
investments in human capital to minimise this possibility and to maximise 
staff retention in the pro-poverty alleviation microfinance sector. 

 
 



                                                                                      

 
 

6. Working with capacity builders 
 
Capacity building services are provided by a wide range of different 
institutions including: academic institutions; specialist training programmes; 
specialist service providers; international networks; donor projects; 
government initiatives; and “in-house” service providers.  
 
Are there capacity building service providers of sufficient quality 
both within, and providing appropriate services to, Sub-Saharan 
Africa? 
 
Should MICFAC provide support to capacity building service 
providers to address the shortcomings in the sector? 

 

 
• The first question to ask oneself in the area of capacity-building is which 

capacity needs to be build up. In Africa, beyond the administrative capacity of 
managing an MFI, what is too often missing is the ability to reach the desired 
clientele, i,e. very poor borrowers and to put in place good social performance 
monitoring. 

• Actually, examples abound where despite best intentions, most clients 
reached are non-poor. 

• Thus, as with other aspects of MICFAC’s work, investments in Capacity 
Building Service Providers should be made with a pro-poor focus, and those 
Capacity Building Service Providers with a solely commercial focus should be 
subject to market forces. That is, Capacity Building Service Providers funded 
by MICFAC should be delivering capacity building in the key tools that allow 
for a greater poverty focus in a microfinance organisations work – such as 
social impact management, product design for the poor, poverty targeting 
tools, and so on – alongside more “mainstream” capacity building such as, for 
example, treasury management or MIS systems selection/deployment. 

• A particular lacuna exists in the world of weather indexed micro insurance. 
The ILO is attempting to address this through their fellowship programme 
(http://www.ilo.org/public/english/employment/mifacility/activities/ccb/fellowshi
p.htm) but the number of practitioners remains massively insufficient to meet 
the size of the potential market. 

• Where possible local providers of capacity-building services should be 
provided in order to ensure MICFAC contributes to the long-term build up of 
expertise within the region. Consideration should be given to enabling existing 
MFIs within the region to share expertise. 



                                                                                      

 
 
7. Reaching poorer unserved clients 
 
DFID and World Bank want MICFAC to build the capacity of microfinance 
providers in order to enable them to reach the many millions of unbanked 
poor throughout Sub-Saharan Africa on a sustainable basis.  
 
How should MICFAC seek to ensure that rural, poor and previously 
unserved clients are reached by microfinance services? 
 
What additional challenges will face MICFAC in achieving this 
objective in fragile states? 

• MICFAC should seek to have an equitable approach and seek to reach those 
people that are deemed to be the most vulnerable and hardest to reach, 
incentivising organisations to do so. 

• MICFAC should clearly state that it intends to give priority to those who will 
demonstrate that they are reaching a high proportion of very poor people; it 
should consider, tranche disbursement conditionality whereby evidence of 
outreach would have to be provided 

• MICFAC should recognise that rural microfinance is often constrained by 
lenders’ low appetite for rural lending due to the possibility of widespread 
default due to weather risk. It is critical that MICFAC consider investments in 
interventions such as weather indexed insurance products and the supporting 
risk-pooling structures in order to create a sustaining macro/meso environment 
to reach these populations that will not be served by any lender without the 
laying-off of that risk. This is particularly relevant as weather index products are 
particularly complex and difficult for individual MFIs to establish, and there is a 
clear lack of capacity to develop them within the microfinance sector in Africa. 

• MICFAC should recognise that lending-led strategies are not always the most 
appropriate, and constantly be aware that microfinance is not just microcredit. In 
many geographies, micro savings is the product most demanded by customers, 
the provision of which can be a major step-change in the capacity required of an 
MFI and require large capacity building at both the institutional and human level. 

• Maintain focus on women. There is even more reason to maintain a close hold 
on the cultural impact of the programme. The study by B. Armendáriz and N. 
Roome (2008) suggests that it is not universally true that focusing purely on 
women leads to gender equality, though in many regions this has been 
demonstrated it is context specific. Gender sensitivity within microfinance 
programmes is crucial and in many cases its absence is a human resources 
and/or institution culture capacity constraint. In fragile states/post 
conflict/conflict states there is often a domestication of violence and this can be 
exacerbated by the feelings of emasculation that can be brought about by the 
new found economic empowerment that women gain when microloans are 
available to them and not men. This has been spoken about by International 
Alert in a report of Sierra Leone: 
“However, these programmes need to be informed by a conflict-sensitive 
approach. For example, microcredit schemes can sometimes increase tensions 
within households and communities when only certain women can take part in 
these schemes and may have to respond to high expectations from family and 
community members.” (International Alert, 2008) 

• There is a need to share best practices from delivering microfinance in other 
fragile states such as Afghanistan (which DFID is doing).  



                                                                                      

 
8. Using a regional approach 
 
It is proposed that MICFAC should adopt a regional approach to capacity 
building with the aim of making a broader range of formal financial services 
and products available to a wider, and more diversified, clientele.  
 
Is a regional approach to capacity building feasible and 
appropriate? 
 

 
• Economies of scale are important and scaling-up of the microfinance sector, 

while not an end, in and of itself, is desirable.  Whether this occurs by 
favouring a larger outreach within borders or across borders is a matter for 
case-by-case assessment.  

• Microfinance does benefit from an approach that is tailored towards the 
needs of the client and is sensitive to the various cultural variables that 
might affect the efficacy of the programme. Therefore it is important that a 
generalised approach to the system is not foisted upon clients regardless of 
their specialised needs. 

• Often regional approaches are very difficult or even impossible due to 
specific legal constraints that differ across countries within a region. This 
can make the best-intentioned regional initiatives difficult to translate from 
country to country. 

• Many major players who provide financial services to the mass market (for 
example, mobile payment providers) are rapidly leveraging success in one 
country to enter other nearby markets. These organisations could be key 
strategic partners in the delivery of innovative products and services at a 
regional level. The capacity-building fund could encourage investment in 
pro-poor tools to ensure a conducive meso-level environment exists for the 
delivery of specific, more tailored services in specific markets. 



                                                                                      

 
 

9. Providing incentives 
 
DFID and World Bank believe that capacity building should be market driven. 
However, donor funding is still required in order to stimulate both demand 
and supply.  
 
How can MICFAC ensure that microfinance providers and capacity 
building service providers are incentivised to buy and sell capacity 
building services on a sustainable basis? 
 
What key principles should be used to determine the sharing of 
capacity building costs between MICFAC and its beneficiaries? 
 
Under what circumstances, if any, should a microfinance 
provider’s cost share be reduced or exempted? 

 

 

 
• Microfinance organisations have historically underinvested in capacity 

building, and an argument can be made that if they saw the value for this on 
commercial terms then the market would have already developed, and there 
would be little need for MICFAC. This is clearly not the case, and if the goal of 
MICFAC is to build a viable market for capacity building services post the 
exhaustion of the facility, changing attitudes of organisations to the value of 
capacity building will be key. 

• Those MFIs that are specifically targeting the poor or where the very poor 
make up a larger proportion of their clients should receive greater incentives 
and financial support in order to move towards providing services on a 
sustainable basis.  

• In all cases, where capacity building is used for initiatives and tools to reach 
very poor clienteles, the microfinance provider’s cost should be zero or in the 
lowest price bracket. 

• Similarly, the cost-share for general capacity building (not related to reaching 
very poor clients, but for example, to treasury functions or MIS provision) for  
those organizations which reach a larger proportion of clients should be 
significantly reduced. 

• MICFAC should not be used to subsidise players such as formal sector banks 
who are looking to only move slightly downmarket from their existing customer 
base. Here, the assumption is that the organisations are not aiming for 
impacts on poverty but instead are reaching out to the “easiest to reach” and 
most profitable currently un/underserved market. These customers will likely 
be reached by commercially available investment without MICFAC’s 
assistance. 

• Conversely, if a formal sector bank is looking to move very far downmarket to 
serve the poorest with appropriate products, then MICFAC funding should be 
available. 



                                                                                      

 
 
10. Further ideas 
 
Do you have additional thoughts and advice as to how we can 
maximise the impact of MICFAC to increase the outreach of 
microfinance services in Sub-Saharan Africa on a sustainable 
basis? 

 

 
Ultimately the rationale for the existence of the facility must be to support the 
attainment of the MDGs by ensuring that poor people, and especially people living 
under $1.25 a day, have access to the financial services that they need and are 
able to use these services to help them move out of poverty. This is independent 
of by whom or how these services are delivered, but it suggests that access to 
finance and impact on poverty reduction must be tracked in order to evaluate the 
facility’s success. Grantees must be held accountable for results for the poor, and 
appropriate mechanisms to do this need to be built into the design of MICFAC. 


