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   Poverty - a barrier to inclusive urbanisation 

• Reducing urban poverty depends on improving ACCESS to 
resources and enhancing OPPORTUNITIES (Sen, 1985; 1999)

• Microfinance provides access to financial resources for the 
poor without collateral – involves lending small sums to 
groups of 10-15. 

 



Institutional and Regulatory Framework of 
Microfinance

in India 



• Microfinance is limited…

• Microfinance ‘plus’ – credit plus other services e.g. medical 
treatment, education, skills training and market access 
programs. 

• Benefits: 

– More effective than microfinance alone;

– Non credit activities have improved incomes by up to 80%;

– Potential to reach poorer clients than with microfinance alone. 

Microfinance ‘plus’



Issues and Questions 



Methodology



The poor and financial inclusion  

• Microfinance – main focus for organisations.

– Best practice to exclude the ultra poor:

• Outreach and impact depended on strength of social mission

• Microfinance ‘plus’ also targeted at marginally poor borrowers



Reaching the poorest

•Mainly requires donor support – difficult for 
programs to be financially sustainable



Secure and sufficient access to resources

• Microfinance ‘plus’ reduces economic vulnerabilities and 
enhances livelihood diversification. Three ways:

– Skill development

– Market access

– Health interventions



Market Access

• Improves incomes up to 20-50%





Skill Development 
• Training combined with a loan:

– Improved incomes 

– Reduced risk of business failure

– Small businesses also employed additional people 

• Example: Employment Generation Mission program (RGVN) 
funded by the Government of Assam  - 

– industry specific training, business development assistance, 
networking and large loan with subsidised interest



Health Interventions 

• Enabled organisations to reach ultra poor

• Health interventions included:

– hospitals, treatment centres in undersupplied areas

– subsidised treatment

–  health Insurance

• Only provided short term measures to alleviate symptoms of poverty

• Mainly dependent on donor funding  



Addressing social  and cultural 
hierarchies 

• Marginal social change;

– Example: ESAF Producer company

• On the whole not sufficient to penetrate the underlying social 
issues preventing inclusive development:

• “The first barrier to break would be the social barriers – they think that if we 
come in from a higher class then we are there to exploit them.”



Do the poor benefit from Microfinance ‘Plus’?

• Greater impact than microfinance alone:

– Improves security of access to resources and chance of business success

– Reaches the poorer and more disadvantaged through market access, skill 
development and medical interventions.

• However, not a ‘silver bullet’ to poverty alleviation: 

-  More expensive to reach the ultra poor so programs focus on existing borrowers

 - Doesn’t address deeper economic and social causes of poverty. 



Implications for policy, practice and theory

The Microfinance 
‘Plus’ Framework 

 improving access to 
resources through 
‘plus’ services 
improves potential for 
sustainable poverty 
reduction.  



The way forward…

• New partnerships – collaboration between public and 
private sectors 

• Programs should be demand rather than supply oriented

• Industry Education – promote commercially viable 
approaches to microfinance ‘plus’ – eg producer model.

• Industry regulation to ensure programs are socially 
oriented

• Improve incentives for microfinance organisations to 
offer ‘microfinance plus’ directed at the poorest



Conclusion 

• Microfinance ‘plus’  powerful tool to promote 
inclusive urbanisation by reducing poverty and 
inequality

• Empowers the poor to improve their opportunities 
and capabilities.

• However, to be truly effective microfinance ‘plus’ 
needs to be coordinated with strategies that further 
the social inclusion of the poor.  
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