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INTRODUCTORY REMARKS 

Post by: Evelyn Stark 

Dear Colleagues: 

Welcome to the three day Speakers Corner event on Innovations in Outreach to the Very Poor. 

Our first day will focus on new approaches to understanding and responding to the financial-service and enterprise-
development needs of the very poor. Day 2’s questions will revolve around intervention strategies: how should we 
intervene to improve access to finance and markets with this special population? Our last day will explore in-depth some 
key innovations identified in the first two days. This is your chance to throw in ideas and questions, agree/disagree and 
wrestle with the challenges (are there any?) of reaching the very poor. It truly is a SPEAKER’S corner!!! 

Meet our panel of moderators: 

Jeanne Downing has worked over twenty years focusing on enterprise development. As part of USAID’s EGAT 
Bureau, Jeanne has worked as a Senior Business Development Services Advisor for the Microenterprise Development 
(MD) office, leading the team’s BDS specialty area.  

Evelyn Stark joined USAID’s Microenterprise Development office in 2003 after working in Uganda for the prior six 
years. From a home-base in Kampala, Evelyn worked in East, Southern and occasionally West Africa conducting market 
research training, project evaluations and assessments as well designing and developing curriculum.  

Lisa Parrott is responsible for MicroSave’s capacity building initiatives, including training of Action Research Partners, 
Senior Service Providers and the Young Executives Development Programme. Her career in microfinance began in East 
Africa over 10 years and she has provided technical assistance and training the low-income market with both savings and 
loan products in Haiti, the Philippines, West Africa and the United States. 

Michael Field has over 14 years of experience specializing in micro and small enterprise development. Mr. Field has 
provided technical leadership in designing, assessing, and implementing market-based micro and small enterprise 
development programs.  

The Internet makes it possible for us to hold this discussion globally and include participants with all sorts of experience. 
It is helpful if you introduce yourself with a sentence or two so we know what angle you are approaching the discussion 
from. Our speakers are also global citizen, based in Washington DC, Kenya and Zambia. We hope the worldwide nature 
will keep the discussion flowing at all hours of the day. 

We want to thank you in advance for your input and enthusiasm. As the year draws to an end we hope to sum up 
learning, experience and innovation on this topic so that we can have a truly positive impact on the very poor. 

Ok, let’s start talking!  
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DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
WELCOME POST: EVELYN STARK 

The very poor have many financial and business pressures on their lives, and they may have reduced access to resources 
and support both when things go wrong, or when they are ready to expand their activities.      

· How do we respond to the financial needs of poor people? How do we even know which of their financial needs takes 
precedence?  

· How do we distinguish between needs which are most appropriately addressed by a grant as opposed to a loan? 

· Does understanding and responding to needs of the poor require more than just financial services? What do the very 
poor need – beyond savings and credit - to be able to access markets and begin to earn income from their businesses?  
Who should provide enterprise development assistance? What is the appropriate role for MFIs in providing non-financial 
services as compared to “facilitators”?  

· What are some of the products and/ or services and types of assistance that practitioners have found to be effective in 
reaching the very poor? How are they different from and/or tailored as compared to services/products/assistance 
offered to other population groups? What - if any - are the limitations of these products/services/assistance? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Jeanne Downing 

I would argue that a priority need of the very poor is access to markets and/or business or income generating 
opportunities. That is for those who are economically active or able to be economically active. I would argue that access 
to financial services, perhaps with the exception of savings, might be more helpful once the very poor are able to 
generate income.  

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Lisa Parrott 

Jeanne points out that income generating opportunities might be a priority for the very poor. I have also seen money 
transfers, microinsurance and other "financial services" being used by the poor as stepping stones to better livelihoods. 
As she points out, savings is also very important to the poor, especially in terms of being able to leverage for the future, 
establish confidence and dignity, and smooth out the crisis that come along. Many initiatives often start with savings, then 
build other complimentary financial services based on needs of the target market. What products have others found to 
be in demand, and successful for reaching the very poor?  

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Neel Inamdar 

Conservation International's approach has been to tie income generating opportunities to sustainable enterprise 
development. The relationship between environmental sustainability and poverty is becoming increasingly clear. 

INNOVATIONS IN OUTREACH TO THE VERY POOR 
 

- 4 -



 

Whenever communities make unsustainable demands on ecosystems, the resulting ecological breakdown leads to 
impoverishment, social tension and conflict. The rapid loss of unique ecosystems damages the livelihoods of some of the 
world’s poorest people; drives unique biodiversity to extinction and contributes to climate change. In some ways, 
poverty is a result of being excluded from a supply or value chain - tourism is a good example where the differences are 
most glaring. CI's focus has primarily been to encourage the vertical and / or horizontal integration necessary to 
generate sales to provide dollars at a local level - thus the work in conservation coffee and ecotourism.  

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Sarah Gammage 

I would like to expand the definition of financial services for the poor that we are discussing to include insurance 
facilities. That said, I do recognize that flexible and transparent credit remains a critical tool for improving access to 
markets for the poor. The poor are often locked into markets and sub-optimal contracting relationships through 
indebtedness. Breaking the cycle of usurious lending can expand their market options. For instance, in Bangladesh where 
we are currently working on a shrimp value chain analysis, the poor are locked into contracts with lenders who also buy 
their product (in this case shrimp fry or shrimp and prawn). The loans are usurious and contracts are enforced through 
violence. Were the poor be able to avoid the cycle of indebtedness that locks them into these contracts with 
intermediaries -- they could sell in spot markets at auctions and obtain better prices. Risk insurance is another critical 
financial service that the poor require. Where their portfolio of income is limited, the loss of income from any one 
activity has far greater implications for welfare and well being. 

But, understanding the needs of the poor requires careful participatory research. I have been very impressed by work by 
the FinMark Trust (a project supported by DFID in Southern Africa) to develop risk insurance and financial instruments 
for the poor. The FinMark trust aims to increase access to financial services by the un- and under-banked in southern 
Africa (South Africa, Botswana, Lesotho, Swaziland and Namibia). Although there is no explicit gender policy or 
approach, women are key beneficiaries and efforts have been made to provide accessible insurance products for women. 
The projects have been developed through a careful analysis of the needs of the poor, including women, and are guided 
by a series of tools and instruments—such as the Financial Diaries project which is a year-long participatory household 
survey that examines financial management, borrowing, indebtedness and the use of informal financial instruments in 
poor households. The project uses a variety of qualitative and quantitative tools to assess the financial needs of the poor 
and develop accessible, flexible insurance instruments. 

http://www.finmarktrust.org.za/

Models like these are worth exploring and expanding in other contexts. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Jan Maes 

We at the Poverty Outreach Working Group of SEEP have started to take stock of microenterprise development 
approaches worldwide that assist the very poor. One common element of all these approaches (that range from grants 
to savings and 'regular' micro-credit) seems to be that non-financial services are needed as well. Some of these services 
are directly related to enhancing their income generating opportunities (such as training, counseling, and very 
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importantly, confidence building), while others address other dimensions of their deprivation, such as food security, 
health, housing and education, and thus are indirectly related to their income generation potential. With regards to 
financial services, I think that the very poor are best assisted with savings, as these are less risky for investing in 
microenterprise activities, and also help in other ways, especially as insurance against future shocks. Some programs, like 
Trickle Up, provide seed capital grants, which, if distributed carefully and if a meaningful contribution is asked from the 
'grantee' herself, have the potential to boost someone's income much sooner than savings would. This is an expensive 
approach, but for people who are extremely poor, this might be more appropriate. Another option, which would 
require a strong commitment of the very poor themselves, is to match their savings with a certain grant amount. Does 
anyone know of such approaches used in the developing world? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Evelyn Stark 

I think Jan and Sarah bring up very good points. I was wondering if people have specific examples - like Sarah's discussion 
of the shrimp industry in Bangladesh. And, what was required - training and TA? Grants? Contracts between parties? 
etc? On the financial services side - what are some examples of products and services. Much of the outreach and 
product work has not been tied with specific business activities in mind (education loans, for one). What do folks think 
about that? For the very poor - where should emphasis lie? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Mike Field 

When reaching the poor the goal of the intervention can have a substantial effect on the nature of the activities that you 
design. For example, if you are facilitating the establishment of services that can help the very poor in coping with their 
day to day risks -- i.e. income smoothing, responding to crises, etc. the intervention would be very different than an 
intervention designed to increase the wealth in the community. This does not mean these goals should be mutually 
exclusive or are incompatible as there are cases where asset growth is dependent upon improving or shifting 
communities' coping strategies. 

If you are looking to increase the wealth in a poor community you have to start at opportunities as Jeanne pointed out. 
It is also likely that the ability of the very poor to increase their asset base is based on a combination of financial and 
enterprise services as well as linkages to market and upgrading opportunities. Thinking in terms of one problem having 
one solution can lead practitioners away from some of the root causes of why a community may be having problems 
creating wealth. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Linda Jones 

Building on Mike's comment - what disadvantaged clients need depends...it depends on the goals of the intervention, the 
local context, specific constraints etc. In the experience of MEDA, I would say that what is of prime importance is 
understanding the market opportunities for disadvantaged producers and working backwards from this. And, 'working 
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backwards' comes down to market/industry/value chain research - understanding why producers are not reaching more 
profitable markets, or are not selling more profitably into markets. Based on this, we can determine what the poor 
need. 

Common overarching needs that we repeatedly program for include: 

Awareness of market/consumer demand on the part of producers – leading to everything from crop diversification to 
new embroidery designs (and how to create a system that sustainably delivers this information to producers) 

Quality control - markets/consumers are globally more and more demanding of quality, and quality products are 
increasingly available from competitive sources 

Skills development - once demand and quality issues are understood, producers across sectors often need support in 
changing / improving production methods 

Input supplies - producers can only develop skills and respond to consumer demand if appropriate inputs are available - 
again from seeds and fertilizers to thread and fabric 

Market linkages - getting products to market efficiently and for a fair price / and getting market information back to 
producers (win-win / power-benefit learning dimensions). Producers need what makes sense in their context: formation 
of producer groups or joint ventures, lead producers/middlemen/facilitators, lead firms / outgrower contracts OR 
mix'n'match 

Finance - microfinance loans are often needed to take advantage of new opportunities (often to buy the inputs but also 
to delay delivery to ensure products meet consumer demand). 

MEDA's programs generally incorporate elements of all of the above - often we keep financial and non-financial separate, 
but with rural programming we are seeing increased complementarity and overlap. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Mike Field 

I agree with Linda, but I would reiterate the need to expand the types of financial products/services that can be useful 
including savings, insurance, value chain finance, etc. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Monique Cohen 

I just joined this discussion. I just wanted to add an observation. Everyone is focused on the assumption that if the 
services, be they BDS or FS, are available poor people will avail themselves of them. This presumes that people have the 
knowledge, skills and attitudes that will enable them to use the services on offer. Our work on financial education has 
indicated that when it comes to financial services this is not always true. Those with access to formal savings services 
may not use them because they do not understand the product line or do not know how to match the products to their 
perceived needs. Many times poor people understand this weakness but lack the knowledge to become informed 
consumers. Financial education can help bridge this gap. 
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RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Lisa Parrott 

Zvi, Linda and Monique have all talked about understanding the needs of poor people before even embarking on 
"services" or "products" to meet those needs. In Monique's comment there is a caution about assuming clients are ready 
to jump for the services - they might not even understand what is available or how it might solve their problem. What 
tools and techniques have been used to understand the needs of poor people and to design financial education, market 
linkages and the elements of the "Essential Triangle of Production (ETP)"? Our experience at MicroSave has been 
primarily in the use of qualitative tools - Participatory Rapid Appraisal (PRA) tools and focus group discussions. We try 
to understand how to better design financial services by looking at preferences, seasonality, life cycle needs, etc. 

What else has been used to establish what the needs are and what services might be needed? Does anyone have an 
example of products or services that failed to meet what project planners thought were the needs of the target client? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Linda Jones 

To answer the questions about understanding clients' needs/demands and their potential uptake of services, MEDA's 
experience supports including this assessment in a comprehensive market/value chain assessment. If we conclude that 
clients' need a service but are unaware / unconvinced of the service and its benefit, we would decide how to intervene 
with this as a factor (basically two choices: forget it and focus on something else or incorporate awareness raising 
activities into the intervention). 

Tools that we would use to get the clients' perspective include in-depth interviews with clients, focus group discussions, 
surveys, secondary research and observation. We have found that the first two - in-depth interviews and FGDs - are the 
most useful in learning about clients' perceptions / knowledge / demand. 

I would also like to add that we often don't expect clients to pay for services in market development projects. With 
hard to reach / extremely disadvantaged clients, 'embedded services' through backward linkages would be a typical way 
to provide a service without expecting a fee. So, for example, a trader can provide market feedback (design, quality etc) 
without the client paying a fee. 

In our experience, challenging client groups (isolated, impoverished, low social capital), often require the same services, 
but the delivery/payment mechanisms and timing needs can vary. For example, market access is always needed to sell 
products - isolated producers are more likely to require the services of some form of intermediary to reach effective 
markets (including lead firms, processors, retail markets) with suitable products. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Jeanne Downing 

To build off of Lisa's email, I would argue that it is not just their needs but their opportunities that we need to consider. 
They may need many things but what opportunities exist that they might be able to take advantage of and what 
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resources do they need to succeed vis-à-vis these opportunities. Part of my reaction to services is that they are or can 
be needed to take advantage of an economic opportunity but they are not themselves an economic opportunity. 
Moreover, to what extent do services need to be tailored to the existing opportunity - so that they are part of a 
supporting market? 

At the same time, I agree with Mike that serving the very poor may not all be about economic opportunity, it may also 
be or rather be (in the short run especially) about reducing vulnerabilities, evening income streams, building assets that 
would allow for engagement in an economic opportunity. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Zvi Galor 

I have raised a point, in my previous mail, that no one yet has referred to, where I put quite a big question mark on the 
efforts to develop and their ability to succeed: 

> The major reason was that those who are successful are part of the 

> traditional society. They live in the framework of the extended (very 

> extended ) family and the economy of affection. In this framework, 

> the majority of the members of this extended family are in the 

> underemployment situation. The net outcome of the success of the few 

> will be absorbed by the economy of affection. 

The text below raises questions about a situation where success is taking place. I argue that even when success take 
place it refers to a very small minority. 

For those who may wish to read more about the ETP, see: “Towards the cooperative development of traditional rural 
areas”. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Graham Knight 

Lisa asks, "What products have others found to be in demand, and successful for reaching the very poor? 

One 'product' that is successful in Kenya and other countries is DIY Solar which allows the production by the poor in 
developing countries of low cost small bv panels to power radios, mobile phones, LEDs, etc. 

This is a simple technique based on the use of amorphous silicon on glass. Some information is available at 
www.biodesign,org.uk  

Much more can be sent by pdfs and one is attached for those who are able to download them. 

A CNN programme is being made tomorrow about one Nairobi project to be broadcast later but we have other 
previously published broadcasts/articles! 
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RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Evelyn Stark 

I agree with Monique's thoughts on education about both financial and non-financial opportunities, tools, institutions and 
assistance. And Mike, Zvi, Linda and Jeanne have brought up a lot about needs, priorities and research. We can definitely 
continue contributing ideas and thoughts, but I was just wondering about one of the questions that was posed at the 
beginning of the day.  

That is - - - How are the activities that we do with poor people who generally "hover" around the poverty line different 
from interventions to reach the very poor. Do you "tailor" an existing product/project/service or is it something new? 
And, to bring in another question and to go back to Jan's point - is there an effective grant mechanism? Is it financial and 
business education? Does it have to be fully sustainable (ever? eventually?) or is there room for "smart subsidies? and if 
so - where and what would they look like?  

I know this is a lot, but it seems as if (in micro-finance, at least) the tendency is to offer a very, very similar product 
(loans. 16 weeks. Weekly repayment. Commercial Interest rate. Instead of 8 weeks of pre-loan training, maybe for the 
very poor it's 12 weeks. And, maybe there is some kind of "generic business skills training") to VERY poor people as to 
poor people. Yet, we all seem to agree that savings are so important for very poor people as an asset protection 
strategy as well as a way of "saving up" for business - and a rainy day - and insurance is opening up - including WFPs 
thoughts on donor-funded weather insurance in repeat-drought countries...And access to remittances and money 
transfer services is changing the economies of whole communities... Are we really exploring all of the services, 
interventions, etc. that we need to? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Jan Maes 

Evelyn, thanks, I would like to see the discussion go there as well. And perhaps, before that, we ought to clarify to 
ourselves what the essential differences are between very poor and poor people. Many of us define that in terms of far 
below the (income) poverty line or hovering around that line. USAID is defining poverty tools accordingly. But what 
makes very poor people different from poor people when it comes to participating in microfinance and microenterprise 
development services? To me, one crucial difference is that the very poor do not have the capacity to pay back a loan. 
As a result, microcredit is usually not appropriate, unless a very poor borrower is given the means to pay back a future 
loan. 

This can be done by first gradually building up savings (as in the savings-led approach promoted by CARE, OXFAM 
America, PACT, NABARD...) and then have group members take small loans first from the group fund, later perhaps 
from group-leveraged bank loans), or by seed capital or productive asset grants (examples are Trickle Up, IRC and ARC 
in refugee conditions, BRAC when targeting the ultra-poor) that are used to build income-activities with more regular 
cashflow that might serve to pay future loans. (and I am not implying that credit is the necessary next step) 

The very poor of course have lots of other issues that make them less than ideal candidates for microenterprise 
development as a stand-alone program. Unless these are being addressed (hunger, disease, lack of power and 
confidence), the chances for a successful microenterprise undertaking are very low. 
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RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Sarah Gammage 

Can I add that in some cases the poor face much higher prices and loan rates than they would in the formal sector. Yes, 
strategies to increase and diversify incomes are essential. Similarly, strategies to increase savings and provide insurance 
instruments are very valuable. 

But it is worthwhile considering some of the markets that the poor are locked into. Lending in the informal economy 
typically occurs at much higher rates than microfinance facilities offer (even if these are apparently subsidized or 
graduated). 

The poor and rural consumers often pay more for goods than do comparatively wealthier and urban consumers. 
Anything that can be bundled can also be separated and sold in smaller units at higher prices to exhaust more consumer 
surplus. This is the case with kerosene, cigarettes, shampoo, cooking oils, etc. Cash-constrained consumers are forced 
to buy essential items in smaller amounts at inflated prices. 

Another powerful example is woodfuel. The cost of purchasing or gathering woodfuel (in terms of opportunity cost) can 
exceed the cost of purchasing propane gas. We found this to be the case in El Salvador and Haiti where deforestation 
had increased the price of fuelwood. Poor households that could not afford the fixed cost of a single or dual burner 
stove were locked into buying and gathering woodfuel. The real cost of purchasing woodfuel and charcoal in small 
amounts exceeded the cost of purchasing propane gas and a single or dual burner stove over the horizon of a year. A 
stove is not only a consumer durable but, in the communities where we were working, it can also be an investment item 
that allows female-maintained households to make and sell tortillas or corn cakes. 

My point is that even among the poor the potential for surplus exists and that small flexible loans can provide a critical 
bridge to enable the cash-constrained to invest in small-scale technology (purchase a stove, for example) and improve 
income earning capacity. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Claire Starkey 

I agree with Jeanne that if one had to choose, a focus on income-generation is more critical than financial product 
offerings -- at least in the agricultural sector, primarily because small farmers can self-finance if their production is 
diversified and calendarized (two aspects of integrated crop management which apply equally and equally successfully to 
micro farmers versus larger growers). 

Obviously, we'd all like to be see support provided in both areas of course, and sustainable economic growth can 
ultimately only be achieved with access to financial products and services. Again, in the agricultural sector, we clearly 
have to design and/or improve the financial products available to small farmers, with a fuller understanding that rapid 
disbursement is critical. In the meantime, we have found that contract growing arrangements if structured well can 
provide small farmers with much-needed access to input credit, as can the credit provided by input suppliers. A critical 
aspect to updating these more traditional financing arrangements, in our experience, often involves additionally providing 
training and technical assistance to the larger growers and input suppliers too. 
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Not sure if it fits here exactly, but will say that the transfer of good agricultural practices and appropriate technologies 
to small and micro-farmers is essential to sales and income-generation, and that access to this type of support is too 
frequently lacking in remote rural areas. That without these being incorporated, the rural poor will remain poor, and no 
amount of market information, financial products, or related technical assistance will sustainably change the picture. 

The question then becomes, how (can) we ensure good agricultural practices and appropriate technologies are actually 
transferred -- successfully - to micro-farmers? 

Finally, are there similar sets of "essential tools" in other sectors that could jumpstart sales and income-generation 
amongst the poor? That is, not just the market demand aspects (critical), or the financial services component (critical), 
and the overall "value-chain" approach (all agreed) -- but actual technologies and/or practices without which economic 
growth simply cannot be sustained? In agriculture, as noted, it's definitely good agricultural practices and appropriate 
technologies (i.e. contoured bedding, good planting material, low-cost irrigation, etc. etc.) -- but is there something 
similar in terms of productive technologies for the embroidery/apparel sector for example? 

Because if there is, it seems to me that we might ultimately be able to incorporate some very practical best practices 
advice into our discussions, and begin ensuring that facilitators, other development practitioners, commercial BDS 
suppliers, etc. etc. move forward with an improved responsiveness to the financial and enterprise development needs of 
the very poor -- and self-evaluate success based on income-generation impact. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Tim Nourse 

Interesting remarks.  

To address Evelyn’s question of effective grants: As far as I know, grants on their own are generally ineffective in creating 
viable businesses. While the grant may help a client in the short term to develop their business, the grant alone is 
insufficient to move beyond a marginal state and create a dynamic business that is largely self-sustaining, or which would 
allow the entrepreneur to access credit. Coupling the grant with training can be more effective, but still, unless there is 
access to capital through savings or credit mechanisms, the business will decrease over time.  

Our (American Refugee Committee) response to this observation has been to try and couple the grant/training with 
access to financial services. Through a “stepped” system, grants and/or business training are provided to clients too poor 
to access most financial products, and then they are linked through certificate systems, collaboration and 
recommendations into sustainable financial service programs (MFIs, credit cooperatives) that strive to serve poorer 
clients. From our programs in Africa, we find that many clients of the preparatory programs can graduate to sustainable 
financial services through this approach. Beyond credit, we are experimenting with this stepped approach as part of 
market development models – where subsidized inputs and training to very poor farmers, coupled with market 
development activities that link them to more profitable value chains, can effectively leverage the cash grant into 
sustainable income increases. 

Our experiences indicate that it is only through this linkage that a grant mechanism becomes “effective.” I suppose you 
could consider this a “smart subsidy” in that the subsidy at the initial point allows the client to then access other 
services subsidy free.  

 I’m curious as to other’s experience in this area. 
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RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: David Atkin 

A very interesting discussion so far. I hope this post is relevant, in particular to the third question Evelyn posed. 

I think Tim Nourse has made a very important point regarding the needs for linkages between credit and market 
development. 

It seems to me that there are two goals for microfinance with very different problems associated with them. The first is 
a static improvement in the livelihoods of the very poor, allowing them to have access to basic needs say. This can 
conceivably be achieved by loans/grants and local level business support and is in effect a form of charity or if the 
microfinance organization breaks even a transfer from previous moneylenders to the very poor. The exploitation of 
arbitrage opportunities through simple trading would be the classic example requiring a small amount of credit but 
unlikely to create a growing business employing many others. 

The second is a dynamic improvement in the livelihoods of the very poor. This can only be achieved through as Tim 
Nourse puts it the creation of dynamic business that are largely self-sustaining. However, here the requirements are 
quite different. A primary method of achieving this in the very poorest countries, where domestic demand for higher 
value products may be almost zero, is to produce products for other richer countries. It is here that a very poor 
individual, with credit or not, is incapable of organizing the export of some product and is often incapable of organizing 
the safe and prompt transfer to a port/airport. The solutions are larger businesses who can manage the exportation of a 
product from a very poor country to a richer country. This also requires the infrastructure sufficient to allow this (an 
airport/port, roads), and the technology to produce products for export (e.g. agricultural techniques and inputs). 
Without these things in place the dynamic business opportunities available to the very poor in rural areas are severely 
limited and we can not hope for microfinance to pull these countries up onto the first rung of the development ladder 
and significantly improve the lot of the very poor, to paraphrase Jeffrey Sachs. While there are obviously other business 
opportunities that are not concerned with exports, the most dynamic ones will generally hold similar problems for the 
very poor especially in rural areas. 

This is echoed in many of the responses so far, with the importance of linking the very poor with the value chain. It is 
unfortunate however that microfinance institutions are often badly placed to open up profitable opportunities, with little 
expertise in infrastructure development or developing market access and the necessary technologies to set up a 
successful export opportunity. However major donor organizations and governments do just this and alongside and 
together with such an intervention, microfinance may well provide the holy grail of sustained rising living standards for 
the very poor.  

I think the distinction between microfinance that may create dynamic and continuing growth and that that does not is a 
very important one. It is the failure to make this distinction that leads to inflated expectations that do no favors to either 
type of project. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Carrie Keju 
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It is the case that the less fragmented an economy is the less effective microfinance is as an intervention and the greater 
the need to connect the poor to the production chain, increasing their participation in the growing number of economic 
opportunities. As economies become more integrated, as there becomes fewer informal-economy microenterprises and 
more formal-economy small businesses and as there are more low-risk, legitimate alternative sources of credit, achieving 
microfinance self-sufficiency and scale becomes more difficult. There is also a declining demand for microfinance and a 
rising need for facilitating the connections and relationships that allow an economy to integrate - creating a growing 
need for the value chain approach. I therefore appreciate David Atkin's recognition of the ongoing role and need of both 
microfinance and value-chain interventions and agree as to both's importance. 

I would argue, however, that small scale microfinance combined with microenterprise-management training can have a 
dynamic and self-sustaining impact on the lives of the very poor. Jan Maes' email highlights several non-traditional 
microfinance models currently in use that address the poors' credit needs through savings or, as Tim Nourse defined, 
other methods. While I am certain that all of us practicing non-traditional microfinance (and Muhammad Yunas probably 
finds that an oxymoron, remembering his early days and struggles against established credit norms) recognize that we 
are not causing the macro-economic or even industry indicators to shift, we are absolutely making sustainable changes 
for the poor and their communities. I am most familiar with Pact's WORTH model, but would love to hear from some 
of the others Jan mentioned. 

Pact's WORTH model is a literacy-based savings-led women's empowerment, microfinance and enterprise development 
program that encourages economic participation through an appreciative approach to self-help and self-training. 
Whereas most microfinance programs start by providing external credit, which is issued to borrowers by the 
institutions' loan officers, WORTH women mobilize their own capital to build a loan fund through weekly savings. 
Additionally, through WORTH's materials the women learn basic literacy, math and accounting skills as well as 
microenterprise-management skills and are then able to maintain accurate records and establish checks and balances 
that assure their funds are safe while concurrently increasing their self-confidence as economic decision makers as their 
groups mature to village banks. Since the women own their village banks, the interest they pay stays with their group, 
allowing its capital to grow rapidly or to be distributed as dividends. 

Over the course of the two-year initial program the 125,000 participants tripled their literacy, doubled their savings, 
increased the number of women owned and operated microenterprises four fold and saw their incomes rise eight times 
above former levels. Since the project ended in 2001, the women's collective savings and earnings have more than 
doubled and are now estimated at $4 million and $25 million respectively. Most amazing, an estimated 70% of the savings 
groups continue to operate their village banks four years after the program end-date and thousands of additional women 
have formed savings-group village banks, instructed by women-banker neighbors - a testament to the models 
sustainability and replicability. 

The model ensures that the women participants not only generate income but also increase their education for life-long 
economic decision making and business management. In turn, they will have a more direct and sustainable impact in their 
communities than Pact ever could through indirect short-term program implementation. I believe that WORTH's 
success is largely attributable to the coupling of microfinance (through the self-managed groups) and microenterprise-
management training and agree with Tim that the link between credit and market development is crucial - even if the 
credit is self-provided through savings groups and the microenterprise skills self-taught through literacy manuals. 
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RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Lisa Parrott 

It is encouraging to see the success of the CARE and PACT models as highlighted in the emails by John and Carrie. I saw 
PACT's work in the first programme in Nepal where literacy and savings (and eventually credit) were combined with a 
strong women's empowerment programme to reach over 100,000 women. These programmes have definitely built 
confidence and helped women to take more control of their lives, and the needs of their families. Freedom from 
Hunger's Credit with Education program is another way additional inputs have gone into the supply of financial services. 
Credit and savings is offered through a traditional village bank programme, and education on health and business 
development is provided during the weekly meetings. 

In all these models the participants must pay opportunity costs of meeting to receive the services. In some very poor 
communities I have noticed that the poor are so involved in physical labor, or looking for income sources, or suffering 
from disease/health issues that they cannot meet regularly, or spend an hour or more in meetings because of other 
obligations. What have we seen as alternatives to meetings as a way to reach the very poor? Are there any other 
products or service delivery mechanisms we know of that might have different, or reduced, opportunity costs? 

On a side note to a question posed by Jan earlier yesterday about "matched savings": In Kenya there is a programme 
called Jamii Bora Trust that began with matched savings and moved into lending. As of the end of September 2005 they 
were financing over 100,000 clients. JBT also offers life and health insurance, including services for HIV-positive clients. 
According to one recent report: "Their holistic approach to poverty alleviation includes alcohol rehabilitation, orphan 
outreach, and street beggar transition programs.” BACKGROUND: Jamii Bora Trust (JBT) began in 1999 when several 
former beggars and slum dwellers asked Ingrid Munro-then head of the African Housing Fund-to help them improve 
their lives. She agreed, and since then, a once-small savings matching program has grown into a nationwide microfinance 
institution (MFI) with truly ambitious growth and impact goals." I do not have more information on the program right 
now, but I'm sure there are others who have seen similar models. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Zvi Galor 

I would like to mention a mail, in French, I got from a friend in Niger, who worked for some years in the MMD-CARE 
project there. He was quite satisfied from, but mentioned that when the project leaders and moderators ceased their 
period there and went elsewhere, the project faced too many difficulties. These difficulties are not mentioned in the 
report. 

I would like to remind ourselves that, as far as I understand it, we are discussing micro-enterprises, and less MFIs. I have 
raised some questions yesterday about the activities done, and to some I read very interesting echoes these views, since 
I raised them more than ten years ago, in the contribution of Linda. 

I would like to add few more points. The Poor, about whom we are speaking, is living in the rural areas, where, in the 
concerned countries, 60-90% of the people live there, and most of them are poor, and live in a certain vicious circle of 
poverty, where the dominant factor, the one which doesn't aloud the Poor to get out of this circle, is the Under-
Employment factor. 
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One more point to mention is that the majority of the people are farmers and find their living, the major part of it, from 
agriculture, mainly traditional one, on the family household basis. 

Now, most organization which helping to develop this people are trying to develop these farmers by modernize their 
farming. This is a highly counter-productive activity, which brought at the last half century, and bring, now a days, as well, 
to the rural exodus and the urban drift.(1) It brings to no development in the rural areas and it contributes to stagnant 
the poverty. The solution, in my view, is by the introduction of the Non-Agricultural Employment (NAE) as the strategy 
for the development. This can be achieved by the introduction and the development of the Small-Scale Enterprises (SSE), 
in production and in selling of services, in the rural areas themselves. 

This development strategy would bring to more people to be employed, and find their living, in the places where they 
are living, and by so, avoiding the urban drift, and develops the rural communities, where they are living, and would 
decrease the number of people engaged in agriculture, and bring modernization to the agriculture in the rural areas with 
smaller number of farmers and higher productivity for each. We need to remember that a country that wish to 
modernized itself is decreasing the number of people engaged in agriculture in considerable figures. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Getaneh Gobezie 

Thank you Galor. You brought up, as usual, important issues related to microfinance working in rural areas as poor as 
those here in Ethiopia. 

Microfinance faces a lot of challenges, some of them are beyond its control. Most important is the low absorptive 
capacity of clients' business-- related to the poor rural infrastructure (the road network, etc...), the market access, the 
business skill of clients, the risk averse behaviour, etc, etc. Indeed not enough has been done on this front. 

The problems are profound when it comes to women. Credit and saving programmes are geared towards the 
promotion of on-farm and off-farm activities by rural women. The programmes are implicitly or explicitly based on the 
assumption that rural women are conversant with income generating activities, have sufficient time and labour to expand 
traditional, or start new, income generating activities. But again, the women face a serious shortage of time, to 
accomplish their “triple role”, skill, confidence, etc, etc. 

I would also like to add a related, and often neglected, important issues -- the low income perspective that prevail 
among most dwellers in many rural areas. After achieving the small income (or asset) gain that has been set as a target, 
most clients would stop asking for more loan or only take a small amount. 

Such problems can only be solved through an "Integrated development approach", and can NOT be left for microfinance 
sector to solve. Can we learn something from the "WORTH-WOMEN" approach of PACT? 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Lillian Villeda 

Interesting discussion so far! 
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One contribution I would like to make is that to really understand the needs of microenterprises (and poor households) 
and the opportunities they may have in certain value chains, it is important to study in more detail the financial 
relationships (and the terms of conditions) between different value chain actors. In many instances the financial 
relationships they have are positive, but in some cases it is negative. (As the case in Bangladesh highlights) 

In Cambodia, for example, poor rice farmers (rain fed, no irrigation) depend almost entirely on finance that is provided 
by rice millers. Rice millers are the main source of finance for inputs. Rice millers are also the main market channel for 
rice. It may appear from this example that all of the power is in the hand of the rice millers. 

However, the scenario only gets more interesting. Rice Millers also have difficulties accessing working capital loans and 
loans to purchase fixed assets. According to a study conducted by SME Cambodia, most milling enterprises were either 
financed from savings or from loans from family and friends during start up. The main challenge that mills are currently 
facing is working capital and one strategy they are beginning to implement is to reduce the credit advances to farmers 
and some customers.  

The main point is that sometimes looking at financial constraints at value chain actors further up the chain (and along the 
chain) may assist poor farmers and households to keep their access to finance (inputs) in the absence of microfinance 
institutions or banks. In this brief example, rice millers limited access to finance also limits poor farmers access to 
markets, both which are provided by one value chain actor. 

Look forward to learning more from this discussion. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: John Schiller 

Over the past 11 years, Plan International has worked with a number of local MFI partners to bring "appropriate" 
financial services to the rural poor, primarily women. We have employed a number of methodologies - village banking, 
Grameen replications, savings and credit coops, rural banks, financial services associations - and have attempted to 
increase their relevance through such innovations as 'credit and savings with education'. Our parters' programs have 
brought benefits to hundreds of thousands of women and have generally been successful. 

At the same time we observe that in a given community, only a minority participate in these programs. Collectively 
many more hundreds of thousands don't and probably won't participate because the products and services don't match 
their needs and capacities. 

Since 2003 we have begun to gain experience with the self-help group model developed by CARE in Niger called Mata 
Masu Dubara (MMD). There is a striking difference in the levels of participation between this model and others (a recent 
survey from villages in the Dosso prefecture in Niger showed 41% of women between 15 - 45 participating; in some 
villages virtually every family had a participating member) and very low drop out levels. We think this is because of the 
ease of entry into the groups, flexible products (regular savings in amounts determined by consensus, short term loans 
disbursed the same day, savings and interest payouts at a time determined by the group, very high returns on savings 
averaging 48%, rudimentary insurance, etc.), clear and simple procedures and ownership and control over the whole 
process by the group. In addition to being a good source of sought-after financial services, these groups are good at 
building social capital and community empowerment. 
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Last month a group of Plan staff visited a project of CARE Tanzania which integrates this MMD model into a wider 
household economic security program (Magu District Livelihood Security Project) with an emphasis on developing the 
agricultural economy. The financial services component had attracted 16,000 members in just 4 years and it was evident 
that the MMD mechansim was capable of mobilizing and intermediating large quantities of funds permiting farmers to 
(among other things) achieve their production and marketing objectives, helping to increase both production and 
incomes. The non-financial component was strongly oriented to a market based approach based on different value chains 
and had resulted in a growing number of contracts between farmer groups and industrial buyers in less traditional crops. 

The lesson of this is that a flexible and accessible financial services model integrated with a market based approach can 
both meet certain needs of the very poor and serve as a catalyst for local economic development. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Edward Kiyaga 

I work for MED-Net, a microfinance affiliate of World Vision Uganda and for a long time we have been discussing of 
designing a product that meets the very poor that World Vision targets. In Uganda the very poor form the majority of 
the rural people and greatly live on agriculture. We have just concluded a market research exercise and initial product 
development for the a product targeting the very poor in the World Vision Area Development Programme (ADPs) and 
our findings and conclusions were: 

By studying the way the people are able to address their needs based on their current coping mechanisms, there is some 
green light that a product developed in line with the situation on the ground is likely to do well. The limitations 
associated with the coping mechanisms and the people’s sophisticated financial management skills in managing risk 
present an opportunity to exploit for interested in financing the very poor. 

We also found out that: 

1. People in the rural areas unlike in urban centres, are relatively stable and there are no chances that they will disappear 
without having to repay their loans. Looking at the things they own such as land (however small), animals, different other 
crops, their social networks (capital), it is unlikely that in the face of difficulties in servicing the loan one would think of 
leaving the area. 

2. Households in the rural areas do not depend on only one activity for income generation a number of them are 
undertaken at the same time. 

3. There is an increased awareness on microfinance operations in most places the research team visited. 

The Research team agreed that to come up with a product that serve the very poor we should: 

Matching Products to preferences and the needs and preferences that came up consistently were: 

- Access to financial support 

- Flexible terms (repayments, grace periods and longer loan periods) 

- Affordable price 

- Friendly staff 
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Thank you. 

 

RE: DAY ONE: UNDERSTANDING AND RESPONDING TO THE VERY POOR 
Post By: Edward Kiyaga 

Before asking about the financial needs of the poor people, I think it is important to define what are the needs of poor 
people. It is important, as well, to ask and to view what should be proposed as to how to respond to the needs of the 
poor people. It is important to distinguish as to what poor people can do with what we are thinking we are able to 
provide. 

In the past the trend was to offer credit, or micro-credit to poor people in order to help them to get out of their 
poverty. It turned that this was not enough. Then came the micro-finance services (in their narrow sense, 
unfortunately), and later the understanding that saving is a very important component to enable poor to get out of their 
poverty. 

Still, apparently, this is not enough, and the quest continues. 

Why are we supplying all these services to the poor. The answer, in most cases, is that the poor when s/he gets what 
we are offering, would develop business ability, and will create a small business or small enterprise, from where s/he will 
be able to get out, and his/her family, of poverty. 

I argue that this is a very limited solution, if at all. Only very small limited of poor are having the ability to become 
independent producer or businessman/woman. So the majority of the poor is out of the development in this case. The 
belief, expressed in the past, that there will be an extension and spread out action, turned to be false. 

The major reason was that those who are successful are part of the traditional society. They live in the framework of 
the extended (very extended ) family and the economy of affection. In this framework, the majority of the members of 
this extended family are in the underemployment situation. The net outcome of the success of the few will be absorbed 
by the economy of affection. 

The question then is what to do in order to help the majority of the poor people, those who are unable to benefit from 
the offer of the various NGOs who supply them with the MF and the other financial services. 

The various financial services offered today, including the very important BDSs, are not sufficient to successful small 
scale enterprise (SSE). 

A person starting up a SSE is in need for some very essential components: 

1. First of all the knowledge, the Know How, needed to produce the product or service destined to be sold in order to 
generate income. This Know-How includes, as well, a business plan, production planning, financial planning and cash-flow. 

2. The ability to find finance at the lowest possible cost to finance the project. The cost of the finance is a crucial 
component to the rate of success. The ability to save is an important element as well, provided that it offers the ability 
to save at the highest possible return. 

3. The ability to have access to the supply of necessary input, at the lowest possible price. 

INNOVATIONS IN OUTREACH TO THE VERY POOR 
 

- 19 -



 

4. The marketing of the produce or service. Good marketing is the one which enables the person to get the highest 
possible financial return to the product or service sold. Marketing planning is important element to the success of SSE. 
We need to remember that marketing doesn't means only that we should learn the market, and then offer to Poor what 
to produce. This doesn't very effective in traditional society where most poor are. The other way is the more 
important, namely to create a marketing planning to the produce or service the poor can generate. 

The three components, Credit, Supply of Inputs, Marketing are the three components of the Essential Triangle of 
Production (ETP), needed to enable the poor to get the best out of the efforts done to empower her/him out of 
poverty. 

Poor people, alone, on individual basis, will find enormous difficulties to realize alone their own ETP, and this is one of 
the reasons why so many projects fail. 
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DAY TWO: STRUCTURAL / PROGRAMMATIC ISSUES 
WELCOME POST: EVELYN STARK 
 

Welcome to Day 2 of our discussion on increasing outreach to very poor people. Thank you to everyone who posted 
and read yesterdays submissions. We realize that there are a lot of unanswered questions and thoughts out there. 
Though we are moving to different issues today, please feel free to ask for answers or refer back to relevant issues from 
yesterday!  

Yesterday we had great examples of programs that have been successful in reaching the poor and we’ve all posed more 
questions for ourselves and each other. There have been a lot of interesting thoughts on “factors of success” and some 
discussion on how programming should respond to opportunities. 

Today we want to shift gears a little bit and look at some structural/programmatic issues to making the ideas, products 
and services we discussed yesterday a reality. 

Thank you and let's go to today's questions.... 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post by: Amy Davis Kruize 

Perhaps a day late and a penny short...but after scanning the contributions of Day 1, I found it interesting that there was 
not a definition nor discussion of a definition about who is "very poor". I think it is a bit dodgy to presume that we are 
all talking about the same group of folks. Now I don't want to get into the Poverty Assessment discussion right now, but 
I do think that some folks are comparing apples to oranges when it comes to the very poor. Different interventions 
(both MF & MED) are working with different economic classes in hopes of affecting the poorest, but there is not a lot of 
"proof" that we (who are we--MicrofInance Institutions, Micro-Enterprise Service Providers?) are actually either a) 
targeting the poorest or b) serving the poorest or c) impacting the poorest throughout the industry. Even those 
organizations that have long professed to serve the poorest don't have a lot of quantitative or qualititative evidence to 
demonstrate that that is the case. Among those MFIs and Networks (not that familiar with what the MED folks are 
finding) that are now making efforts to measure poverty levels, many are finding that many of their clients are falling 
within the definition of >$2/day or hovering around the national poverty line, and if the truth be told, would advocate 
for moving the definition of the poorest from >$1/day to >$2/day! Just a reminder that the "very poor" is as subjective 
as ever! 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Laura Foose 

Are we talking about the legislative definition of very poor? '' VERY POOR.-The term 'very poor' means individuals- 

(A) living in the bottom 50 percent below the poverty line established by the national government of the country in 
which those individuals live; or 

(B) living on the equivalent of less than $1 per day.''. 
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I was assuming that USAID was interested in this definition of the very poor.... 

The paper and case studies that the Poverty Outreach Working group at SEEP is working on focuses on this definition 
and we are searching for case studies that focus on this segment of the population. We have preliminary case studies 
available for those of you who are interested (we will be fleshing all of these out further).....SEF TCP program, BRAC- 
ultra poor, Freedom From Hunger (Credit Union down reach programs and the Learning Conversations), ARC step 
program, TUP matched savings, ASA Dalit program, CARE savings groups, ILO/Bonded Labor.... 

I am putting out a message to folks to please submit their ideas on programs that are doing a good job with this segment 
of the population... Please send me your ideas of case studies that we should include.... 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Evelyn Stark 

On the "Who are the Very Poor" discussion.... Yes, USAID is hosting this Speaker's Corner, but I don't think that we are 
arguing about the details of "very poor". I think Amy's point about folks wanting to increase the "poverty line" to 
$2.00/day is interesting in this regard. 

Why should we (other than legislation) be citing who is "very poor" and who is not - based on $1.00 or $2.00, etc.? (Or, 
even worse, we could start talking about Purchase Power Parity based on the basket of goods in 1993 dollars adjusted 
monthly for inflation!! ) 

I think what we do have agreement on is that most of our clients are NOT the poorest of the poor - they are the 
economically active who hover around the poverty line. So, the question is how are we going to reach deeper down - 
whether they are legislatively very poor or "simply" very poor - what haven't we be doing, and what do we need to do 
in order to bring these folks into financial and economic markets? 

Yesterday (and today) people have been talking about models and programs and examples. I'll once again urge people to 
include web addresses or documents which might have good relevance to this discussion. And, I'd like to also get back 
to this question about structure. How do you make sure that your organisation IS really reaching the very poor. As Amy 
and others said, lots of programs and institutions SAY that they want to reach the very poor, but they don't seem to be 
set up to do so. As Zvi and Getenah pointed out, the majority of poor people live in rural areas and the majority of MFIs 
are in urban and peri-urban areas. 

So - what kind of structure aids (forces?) an organisation to do better work with poorer and very poor people? If I put 
"and work with very poor people" in my Mission Statement, that doesn't necessarily mean my organisation (or the value 
chain) is ready to work with very poor people. What else do I have to do? Yesterday Jan suggested that very poor 
people are "riskier" in terms of loan repayment. If I am an MFI and very concerned (or the Central Bank is very 
concerned) about maintaining high portfolio performance - what do I do about trying to reach very poor people. I 
suspect that the answers we'd come up with are things like different delivery mechanisms, different products and 
services, more training and outreach, financial education... ALL of those things cost money and change our way of doing 
business... 

SO! Enough of my rambling on this - I'm more interested in finding out what people think about making the hard changes 
so that very poor people are included in markets (financial, business) 
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RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Jan Maes 

Amy is absolutely right, and some of the comments have been about MED vs. the poor in general rather than focusing 
on the very poor exclusively. This discussion is about the very poor and how we might change our approach in assisting 
them with improving their incomes. But, yes, even when we talk about the very poor, we might still end up comparing 
apples with oranges. The USAID poverty tools will hopefully help us distinguish better between the very poor and the 
poor. On the other hand, there are of course also the contextual differences, such as urban vs. rural, nomads vs. 
farmers, and so on. Still, I think, there must be quasi-universal characteristics related to all poverty levels. Maybe less 
than $1 a day per capita and adjusted for purchasing power differences is one of them. Are there others that perhaps 
are more telling about what poverty really means in terms of income-generating potential (which is the aspect of 
poverty MED tries to address). 

In my earlier e-mail, I suggested that not being able to pay back a loan could be one of them (maybe with some 
exceptions). Closely related to this is the amount of risk the very poor can take, which is of course very little. During 
surveys we did with Trickle Up participants, we found that some had started a very profitable business with the seed 
capital grant that they were given, that would have enabled them - in retrospect - to have paid back a loan in regular 
installments. Still, these women said, that they would not have taken a loan to start the same business, simply because 
the risk was too high: they did not want to take the slightest risk to loose the very little cash they had to accomplish the 
bare necessities, i.e. feeding their children. In this case, I feel, a grant approach is justified (provided, as Tim brought up 
earlier, some other factors such as a link to demand, are also put in place). Savings promotion would perhaps work too. 
Are there any other features associated with the nature of extreme poverty that might give us clues as to which 
approach might be most appropriate? 

Finally, in addition to the poverty level of the target group, we should also discuss two other aspects of each 
microfinance approach: impact and cost. "Traditional" microfinance has focused very much on financial sustainability and 
that seems to be the biggest factor why the very poor have been excluded. I think that the notion of financial 
sustainability needs to be revised when targeting the very poor, or replaced by cost-efficiency standards that take into 
account the poverty level of the target group as well as the extent of the impact achieved. The USAID poverty tools 
have potential, I think, to help us gauge (albeit imperfectly) poverty levels of clients before and after (=impact measure) a 
certain intervention. If we can link cost factors to this equation, we will in principle be able to compare different 
approaches on these three parameters: cost, poverty, impact, and hopefully free ourselves from the uni-dimensional 
financial sustainability measure... 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Katharine McKee 

Two small comments. First, I think that MED's approach to benefiting the very poor is not limited to enhancing their 
income generation. It can also serve to reduce their vulnerability and manage their risks. 

Which then relates to the risk point, which you also raise. An interesting model from the food aid field that I've been 
hearing about involves the concept of "productive safety nets." The idea is that very poor households might have such a 
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low level of assets (labor, capital, arable land, etc.) and such low earnings that they are unable to assume the risk of 
investing in higher-productivity agricultural activities, even though those activities might be exactly what is needed to 
launch them on a path to build up their assets, have higher consumption over time, etc. What productive safety nets do 
essentially is to make a deal with those households as follows: if we guarantee you a minimum level of consumption for 
your household (i.e., food), will you make the investment? That way the program is permitting the household to benefit 
from the upside while protecting it from the dire consequences of the down side. This type of intervention deals with 
the poverty trap coming from strong risk aversion due to having such a narrow margin of survival. It is, of course, 
somewhat comparable to the IGVGD approach of BRAC, but deals with investment behavior rather than subsidizing 
consumption while a trade is learned. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Claire Starkey 

We work with agriculture, and have to take exception to the argument that it's not relevent to the poor in developing 
countries. Both from a food security, and an income-generation perspective, it remains critical...and "modernization" 
doesn't need to reference a vertically-integrated multi-national operation. It can translate into contoured beds, improved 
planting materials propogated on-site, cooling huts requiring no electricity, etc. By simply incorporating basic 
technologies, subsistance farmers that currently barter, or with incomes under $300.00 per year, can substantially 
improve incomes and opportunities. Fintrac in Kenya and Uganda for example has assisted in partnership with local 
providers tens of thousands of farmers to increase incomes, with many as a result able to pay school and clinic fees for 
the first time. And agriculture is still acknowledged as having the largest multiplier effect in the rural areas of many 
developing countries. My purpose however is not to continue a debate on the merits of agriculture; rather, it's to open 
the discussion further amongst all participating practitioners to discuss best practices, or developing practices, on how 
to effectively support actual (quantifiable) income-generation amongst the poor and very poor. In our field, the transfer 
of basic technologies has improved the capacity of very small farmers to increase volumes, reduce post-harvest losses, 
and better meet market local (and/or other) market demand. We have tracked dollar amounts (and volumes, 
postharvest losses, production costs, etc.) from baseline through subsequent crop cycles, and have also tracked 
sustainabilty of farmer performance/income generation post-projects, and it's pretty inspiring. One of the reasons that 
our success isn't always replicated by other facilitators (though it often is) is a lack of personnel/extension workers 
trained themselves in basic technologies, which obviously means that the transfer mechanism and client uptake is flawed 
from the get-go. So in terms of a recommendation, investing in the technical capacity-strengthening of local staff is 
critical, as is tracking impact on incomes. At least in agriculture, and I'm assuming in any other productive and/or service 
sector. Which brings me to a question...are there basic technologies in other sectors that have proven capable of 
transfer, and shown income impact, for the poor and very poor? And if so, are facilitators and BDS providers sufficiently 
trained up in them? Which brings me to the last question; we're keenly interested in other rural income-generation 
opportunities for the poorest of the poor, and an indication of their results, from the perspective of experienced 
facilitators. We've worked with carpenters and construction workers, with microprocessors (i.e. jams, sauces), with 
transporters...but it would be great to know what other fields have shown promise. (I'm not counting input suppliers or 
brokers because they wouldn't necessarily qualify as poorest of the poor, nor milk/dairy/meat/poultry producers 
because these could be included in an agriculture sector.) 
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RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Vicki Tsiliopoulos 

I wanted to start by echoing Claire's comment that agriculture is extremely relevant to the poor in developing countries. 
Like FINTRAC and others, EnterpriseWorks/VITA (EWV) has a long and successful history of working with 
smallholders, helping to increase both incomes and employment by transferring simple productivity-enhancing 
technologies and assisting them with valuable market connections. We also carefully track our program impacts and the 
results of what we have been able to achieve with rather simple but well thought-out interventions are quite dramatic. 

I also wanted to respond to Claire's question about other rural income-generation opportunities. EWV has also been 
quite successful in introducing small scale irrigation, potable water, and fuel efficient cookstove technologies that have 
also enabled MSMEs operating in rural environments to make a profit while also making significant contributions to 
improved agricultural production, health, and natural resource management. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Linda Jones 

I'd also like to support what Claire and Vicki have been saying about the potential successes for supporting rural cients 
(in non MF ways) with Ag and Non-Ag income generation. Competitiveness in the face of globalization may only mean 
keeping local products in local markets - and this is often plenty to have viable groups of producers. Similarly, I agree 
that simple and cost-effective technologies such as microirrigation and storage for off-season sales (smoothing), can have 
a huge impact on farmers. Finally, some post-harvest processing and non-AG income generating activities are a nice 
complement, especially in the off-season. And, (I never thought I'd hear myself say this), even handicrafts can provide 
some good revenue generating opportunities that help mitigate the lean times. 

Once again - it's all context dependent. If program designers have a comprehensive understanding of the context and the 
various potential needs and opportunities, it makes a big difference (preaching to the converted, no doubt) in successful 
rural Ag and non-Ag (non MF) programming. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Lisa Parrott 

I am intrigued by two threads that seem to be coming out of this discussion: 1) organizational structures and systems for 
the poor, for example the type of personnel you might have to employ or train to better reach the poor (as noted by 
Claire below), and 2) the mission focus on the poor that Amy has raised as problematic in many traditional financial 
service institutions. 

As for the structures and systems - how we actually operationalise these services to the poor - I think it is very 
important that we think about the PEOPLE involved. Who do we recruit and train, both for their commitment to this 
market segment, but also for their skills in reaching them, serving them and developing new products for them? At 
MicroSave we often use the "8Ps" of marketing to think through products and services (part of yesterday's discussion): 
people, place, product, process, physical evidence, promotion, price and positioning. I wonder how some of these 
aspects might look different in reaching the very poor 
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- do we need less written documents and more oral "stories" to explain things? Do we offer the services in a different 
place - at homes for those with health issues/small children instead of in town, at the market instead of a formal office? 
Do we rely on village elders to promote the services, as opposed to product brochures or traditional media? And as 
Evelyn asks - what are the cost implications? 

On the point about mission drift as institutions evolve and attempt to reach the golden standard of "self-sufficiency," I 
agree this is a widespread phenomenon. Many institutions seem to have a heart for the poor, and a mission statement 
about it, but very little is done to go deeper and reach poorer clients. Is it acceptable, as I have seen in some institutions, 
to cross-subsidize services for the poor? For example, a successful savings account for a typical client generates enough 
income to offer mobile services once a week to rural, "un-banked" regions. Is this the best approach, or should we re-
examine the merits of grant/matched donations that others have talked about in this discussion? 

Finally, MicroSave has been exploring the use of technology to reach volumes of clients at lower costs. A current pilot 
test in Kenya operates bank accounts through cell phones, which are becoming increasingly more accessible to the very 
poor (e.g. through community phone systems). Does anyone else have examples of how technology has improved 
financial services for the poor, especially the "very poor”? 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Thierry van Bastelaer 

I would like to quickly jump in here to follow up on Jan's comment about the ability of the future USAID-approved tools 
to measure impact at the individual level. The poverty assessment tools are required by Congress to measure the 
percentage of very poor households among microenterprise clients; hence they are designed to measure poverty on a 
collective, rather than individual, basis.  

All tools designed to assess human and social phenomena— poverty being only one of them—are subject to 
measurement errors. In the case of poverty assessment, these errors are of two types: misclassifying a very poor 
household as not very-poor (known as "undercoverage error", for those who can't live without technical terms); and the 
opposite, misclassifying a not very-poor household as very poor ("leakage error").  

Finding ways to reduce the size of these errors in the poverty assessment tools has been a key task for IRIS, and we are 
pleased that we were able to develop statistical techniques to identify poverty indicators that ensure that the number of 
very poor households misclassified as not very-poor is the same as the number households misclassified in the other 
direction. In practice, this means that, over a large enough sample, individual misclassifications don't matter—since the 
two types of errors would cancel each other out, regardless of how large they are. However, these misclassifications still 
matter at the individual level. This explains why the same tool can be very accurate when measuring poverty at a 
collective level, but very inaccurate if used on an individual basis.  

Consider this example: A tool is used to report on the number of very poor clients in a group. Assume that the tool 
incorrectly classifies two very poor clients as not very-poor. This does not matter for an aggregate assessment as long as 
two not very-poor clients are also incorrectly classified as very poor: the errors cancel out and don't affect the 
aggregate result. If the tool, however, is used for individual assessment (or targeting), the errors add up: four people 
have been incorrectly identified, with the result that two very poor clients will not receive the services designed for 
them, while two not very-poor clients will receive services they may not need.  
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For more information about this issue and an update list of Frequently Asked Questions, please visit 
www.povertytools.org. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Evelyn Stark 

Providers of services or programs intended to reach the very poor will need to make some structural changes (or 
already be structured appropriately). This probably starts at the top of the organization (if we are talking about an 
organization) with a commitment by the Board and Senior Management. Such a commitment to reaching the very poor 
has to be fully integrated into operations and practice to be effective. New delivery mechanisms, new technology, new 
marketing tools all might be required. Staff and other actors might need to change their communication and customer 
service strategies. Accounting and MIS might need to change to accommodate different payment options or delivery 
options. Given this, here are some questions to start us off – please feel free to add or change these questions.  

We talk about Boards, management or programs being committed to serving very poor clients. What do they actually 
do to make that commitment? And, how do they make the commitment effective?  

What delivery mechanisms might be most effective in reaching the very poor? What would be the implications of 
adding/changing delivery mechanisms? 

What are the customer service and client (producer) interface challenges?  

Are there institutional limitations and what would we need to do to change them? (MIS, staff incentives, policies and 
procedures, industry standards) 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Dr. Geetha Nagarajan 

I agree that servicing the very poor may require more than just microfinance. Also, the typical microfinance technology 
in the market today may require modifications to suit the very poor. There are some good and models now that show 
reaching the very (economically active) poor is doable. Example is the IVGD program in Bangladesh and some FINCA 
programs.  

It appears, however, that reaching the very poor by MFIs may require mature and large sized MFIs that can cross 
subsidize some of their costs and also have possibilities to mentor them and bring them into regular MF program in later 
stages. Does that leave out small and young MFIs as unsuitable for servicing the very poor?  

Also, it appears that several member owned (based) organizations are effectively reaching the very poor, even in remote 
areas. Several CARE programs in Africa are examples. The latest book edited by Madeleine Hirschland has several good 
chapters that talk about reaching remote areas and the very poor using innovative financing methods and member 
owned institutions. Also, research done by ECI, Africa show the effectiveness of such institutions to reach the very 
poor. Does that mean that these structures are better suited than typical MFIs to reach the very poor? If so, won’t it 
create huge challenges to governance and commercialization and regulation? 
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RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Mike Field 

Following on Lilly's excellent point, from a growth perspective it is important to take a broader perspective and look at 
a range of mechanisms for service delivery that may include MFIs, lead firms, cooperatives, service providers, etc. The 
specific mechanism would depend to a great extent on local context and the constraint/opportunity you are trying to 
address. As in the example in Cambodia, the interventions may not even target MEs directly, but another actor in the 
value chain. As a few people pointed out yesterday this approach requires looking beyond the ME to see the broader 
market system of which the ME is part. Another critical issue from a growth perspective is the need for an upfront exit 
strategy. Delivering enterprise services through a mechanism that is dependent upon donor funds is not sustainable and 
can lead to a crowding out of other more sustainable mechanisms. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Jeanne Downing 

I would like to build on a number of points. I very much agree with Mike and Lilly that linking and organizing the very 
small firms of the very poor can provide a support system and access to resources that they might not otherwise have. 
In supply chains, where buyers are willing to assume all the risks, providing suppliers with inputs, training and a market - 
this is a very attractive commercial arrangement for those who have few resources and/or ability to assume risks. 

I also want to speak to an earlier email that argued that helping the very poor upgrade in agriculture was/is a waste of 
time and that non-farm activities offer better opportunities for the future - I hope I characterized this person's argument 
correctly. A number of us were debating this the other day. I argued that - especially in Africa - it 

is not clear which sector offers opportunities - especially for the poor. Markets for agricultural products like cashews, 
horticulture, seaweed, non-timber forest products - like shea nuts, fonio, bissap, cotton, etc hold promise. While South 
Africa has been able to take advantage of automobile parts and assembly, where else is industry offering opportunities 
for small firms not to mention micro scale. And UNCTAD has reported that non-timber forest products, which are 
often controlled by the very poor, are one the fastest growing exports from developing countries. Given competition 
from China, are non-farm or small-scale industries going to absorb labor from agriculture as it has in the past OR are 
higher value agricultural commodities / products a better opportunity for the poor? And if they are, can the very poor 
benefit from these opportunities and/or from more proximate and less risky markets associated with them? 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Zvi Galor 

 Jeanne Downing wrote: 

I argued that - especially in Africa – it is not clear which sector offers opportunities - especially for the poor. Markets for 
agricultural products like cashews, horticulture, seaweed, non-timber forest products - like shea nuts, fonio, bissap, cotton, etc hold 
promise. 
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I would like to come back to your very important statement. I have heard it, in West Africa, at the second part of the 
sixties. It continued all the time to be raised again and again, since people do not learn the lesson when they come to 
offer solutions. 

The lesson that every one can learned is that a country, no matter where it is located, wants to modernize and to 
develop itself, needs to reduce the workforce in agriculture and to enable these people, those who can't integrated into 
modernize farming, to be integrated into non-farming employment, and at preference, where they are living. 

Developing, solely, farming in Africa and elsewhere, as you propose, means, if successful and you know that I am very 
skeptical about it, that only few of the poor and the very poor, would be able to cope with the risks of the 
modernization of agriculture. Only few, everywhere, are able to cross the burden of modernization, succeeding and 
make themselves sustainable at the long run. 

The outcome of successful agricultural development means, in most cases, that a surplus of workers, women and men, is 
created around the success. Solutions of employment in the rural areas must be created in order to achieve successful 
development in the given country. The other way is the migration of workers from the populated rural areas to urban 
centers, where they are unemployed, living in poverty, and looking to migrate to other country. Wealthy human 
resources of a country are moving to serve other countries. 

We need to see a wider and broader picture of the situation. 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Katharine McKee 

More on risk -- Reading Jeanne's message from earlier today reminded me of another point that I think we know about 
very poor families and risk, i.e., that it is not just the riskiness of the specific economic activity (e.g., linking into a value 
chain with good potential) but the very fact of specializing that can be risky. In other words, if my resources (labor, 
capital, even social capital) are quite limited, I might consider it too risky to put too many of my eggs in one basket, as 
opposed to trying to achieve diversification of assets and activities, even if the overall return will almost certainly be 
lower as a result (in economist's terms, it is the variability of the earnings and not just the absolute level that matters). 
How do we take this broader risk perspective into account in designing interventions? I know that Jeanne and Lilly and 
some of our partners have run into this issue, for example, in asking artisans why they continued to prefer selling into 
the lower-return local tourist market rather than to exporters, and why they continued to do other economic activities 
that had lower returns (the seasonal patterns of earnings can be a major consideration as well). So now we have risk 
factors that include the level of likely return, the variability of that return, and the time of year in which it will be 
received . . . 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Carrie Keju 

I would love to hear, across the many different approaches and sectors that we all cover, the varied and creative ways 
that folks have addressed risk. In Pact's Myanmar microfinance program, which uses a modified Grameen approach, we 
have actually not focused much energy in risk-mitigation but rather have focused on assisting beneficiaries over business 
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loss. We do encourage diversification and risk-decreasing business practices, but that has not been a primary focus of 
the program's micro and small business training activities. On the other hand, in our WORTH program, we teach and 
strongly suggest product, seasonal and profit-stream diversity in order to facilitate constant income flows for the 
women. Perhaps Pact should look at incorporating more of our WORTH-like activities into our Myanmar microfinance 
program... 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Linda Jones 

With regard to risk in MF for the very poor .. 

MEDA has been conducting a horticulture subsector development project in Northern Tajikistan for almost two years. 
We are working with a local MFI (was ABW, now is IMON) that had achieved solid success in lending mainly to traders 
and other non-ag businesses (in partnership with Mercy Corps). We have supported ABW/IMON to develop their Ag 
lending portfolio, and in this short time, they have reached financial sustainability (covering costs from interest) with 
close to 100% repayment and no delinquency (I am not an MF person - as is probably obvious - but have had overall 
management responsiblity for this project which involves MF, Ag extension, value chain development, SME processing, 
SME loan fund and matching grants, market development). 

We do some fairly typical things to reduce portfolio risk: we have a few different products, offer both group and 
individual lending, extend longer repayment terms and grace periods, don't allow more than one family member to 
borrow (even in different groups) etc/ 

However, something that has apparently really helped the MFI - to the extent that they are now willing to pay for this 
service - loan officers are advised by the Ag extensionists re: specific loan applications. This means that loan officers 
don't need to be experts in both finance and agriculture and that we can leverage the strength of loan officers who are 
experienced in other sectors. This is an area that we are going to explore further with the MFI to see if there are some 
generalizable learnings such as suggested payment rates (e.g., percentage of interest realized on loan payable to Ag 
extensionists for contributing to health of the portfolio). 

It has also been interesting to me to note the socio-economic factors which reduce the clients' risk. First, in Tajikistan 
there are large extended families. Since only one family member can borrow, there is a lot of support for receiving and 
repaying a loan. Second, incomes of individuals and families are highly diversified. For example, government employees 
such as teachers and doctors who earn a few dollars a month (literally - I have heard figures as low as $8.00 per month) 
augment income by driving minibuses, running market stalls, making rope, manufacturing sugar, and conducting 
agribusiness activities from production through processing etc. etc. 

These two risk reducing factors were not invented by MEDA or ABW/IMON but occur within this context, and have 
contributed hugely to the success of the program. Can they be mimicked / adapted to reduce client risk in other 
contexts? 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Amy Davis Kruize 
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It is interesting that your description about what may need to happen in an organization to ensure that they succeed in 
reaching the "poorest", that you seem to be mostly talking about organizations which decide to go "down market". My 
experience has been in looking at the organizational changes of mission-based, NGO MFIs as they grow and transform 
and the continual challenges of mission drift as "powers beyond their control" [read: donor requirements, central bank 
requirements, shareholder demands] take them into a new set of rules. 

One question might be how do organizations that start out with a clear mandate serve the "poorest" maintain that 
mission through the course of their transformation to commercially viable, regulated institutions (as is the accepted 
trend). Obviously the Board must hold on tight to this mission and it should be reflected in the documentation and 
rhetoric of the institution. But clear parameters concerning the levels of poverty to be served must be defined in order 
to guide Boards in making the hard decisions that will surely come in the face of transformation and regulation, as well 
as responding to shareholder demands. Overall, transformation has pushed many MFIs to prioritizing the financial 
bottom line, leaving its staff to wonder where their efforts should be focused. It is interesting to note that MFI staff have 
traditionally been the ones that implement and communicate the mission and now have a hard time navigating the 
changes that come with transformation. 

Incentives for financial performance tend to lead staff away from the less tangible, and mostly unrewarded, social 
performance goals (though staff attest to the fact that they joined the organization to have a social impact on the poor). 
How to best reward social performance and put it on an equal footing with financial performance? Managers already 
have their hands full with accomplishing financial self-sustainability, and maintaining it, and are hard-pressed when 
confronted with the question--what about the poorest? They question how their institution will be able to do both with 
limited human and financial resources. 

Existing staff have been trained in traditional [and perhaps out-dated?] methodologies, along with their social objectives, 
and may not be capable, or convinced of the necessity, of promoting new products and services. How to create buy-in 
and train up existing staff? New staff come in with upgraded skills, or from other sectors, and may or may not embrace 
the original mission of the institution, but are hired to fill the technical needs of a transforming entity. This can create 
tension and morale issues amongst the staff at large. How to blend these skills and the desired mission-orientation? 
NGOs/MFIs also are challenged with a lack of adequate information systems to cost-effectively monitor both financial 
and/or social performance. How to pool resources to provide adequate solutions? In looking at all these challenges, one 
observation is that these institutions are not investing enough into the entire area of organizational change management 
and human resources management, beginning with a solid and inclusive strategic planning exercise. In order for 
transforming institutions to effectively and efficiently navigate these issues and ensure that the vision of serving the very 
poor is maintained, more resources will need to be invested up-front in determining their structure and long-term 
human resource needs, as well as managing change. Perhaps this would require smart subsidy? It would be interesting to 
hear from these transforming institutions about how they are tackling these issues and if those efforts are considered 
sufficient to aid the transformation process and maintain the focus on the "very poor"? 

 

RE: DAY TWO: STRUCTUAL / PROGRAMMATIC ISSUES 
Post By: Kate McKee 

Amy has raised a very interesting set of issues. Just to say in her provocative vein . . . 
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Clearly, better strategic planning that focuses in a very specific and hard-nosed way on mission is one solution . . . but 
not adequate. Helping leading institutions be more cost-effective in achieving their missions certainly sounds like a high-
value activity for donors to fund. And improved social performance tools (including but not limited to tools that help us 
determine poverty status and even better, changes in poverty status that might be plausibly associated with the financial 
services delivered) is clearly another solution . . . but also not adequate if the institutional and staff-level incentives are 
not aligned. But having good, reasonable tools of that type can help -- I've been impressed with the experience of 
PRIZM, for example, in using improved poverty proxies to realign incentives, adjust strategies, etc. 

I think one of the clear problems is that it has been too easy to say "oh, yes, our mission is to target the very poor" 
without having to be very specific as to what you mean, not being held to a very high standard of proof, not having to 
actually try to monitor the extent and value of service to the very poor, and so on. On the one hand, it's been easy to 
say you do -- on the other hand, it's been risky to say that you don't! I wonder how many institutions really have as their 
mission to focus primarily on very poor people, as opposed to having that category as one of their target clienteles. 

These issues are relevant not only in a transformation situation, but are clearly particularly critical then. And it would be 
useful to take a close look at the assumed trade-offs (and the perspectives of different stakeholders) around service to 
the very poor and related mission issues.  
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DAY THREE: HOW DO WE KNOW IT WORKED? 
WELCOME POST: Lisa Parrott 

Welcome to Day 3 and thanks to everyone who has looked in and/or contributed to the discussions so far! 

Over the last two days we have looked at the products, services and assessing the real needs of the very poor. In some 
cases this means a lot of research into understanding value chains of businesses, agriculture, what services the poor are 
already using and general market research to prioritize needs (including many non-financial issues that have to be met to 
make the financial work). We also explored the types of organizational structures needed to make this happen, as well 
as the attitude and focus that needs to be maintained. 

So, how do we know it all worked? Vicki has said that;  

"...Like FINTRAC and others, EnterpriseWorks/VITA (EWV) has a long and successful history of working with 
smallholders, helping to increase both incomes and employment by transfering simple productivity-enhancing 
technologies and assisting them with valuable market connections. We also carefully track our program impacts and the 
results of what we have been able to achieve with rather simple but well thought-out interventions are quite dramatic..."  

What evidence do we have that we are truly increasing incomes, helping the poor build asset bases (savings or 
otherwise) and preparing them to provide for themselves and their families, while meeting other obligations and 
ambitions?  

Does what we do in one aspect of their "income generation" really depend on all the other factors (smaller income 
streams elsewhere in their lives and risk mitigation strategies) coming into place as well? 

How many people can we effectively expect to reach through the products and services that we have discussed? Do we 
have the people, processes, inputs, training and other ingredients near the very poor to go take these initiatives large 
scale?  

Does it matter if the programs reaching the very poor are "self-sufficient," or not? 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post by: Tim Nourse 

Going back to Amy’s comment yesterday about mission, I’d like to point out that she’s right on with the problem. 
Mission statements that talk about serving “low income or poor” households without providing any sense of how they 
are defined or what percentage should fall into categories can contribute to mission drift and confuse staff. With an MFI 
that we’re looking to divest from, we’re considering how we can refocus the mission statement to ensure that new 
owners will continue to try and serve the poor. We’re looking at adding some type of numerical indicator (50% of 
clients by number are below the poverty line) to ours as a means to hold the line and to provide better guidance to 
staff. I’m curious what other’s are doing. 

For today’s topics: 

Evidence about increased income. To be frank, I think most organizations (including my own) don’t track this too 
closely. In part, its due to the practicality of trying to measure impact over time – considering the cost, its easier to 
point to other studies that have been done and argue for your program’s impact because it takes a similar approach; but 
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its also due to the short term that we work with some clients or to poor systems. While ARC tracks increases in 
income for our grant clients, we often “lose” that data when they transfer to our MFI or to others. Consequently, its 
hard to determine whether income and assets continue to rise.  

Other factors leading to “income generation.” Based on the conversation I’ve been reading, and our own experience, 
I’ve found that the various disadvantages that poor households face simply can’t be overcome with one intervention. 
Individual programs can have impact, but it is the additionality of targeting two or multiple types of interventions at the 
very poor which is what really can make the difference. That is why the concept of strategic alliances, while challenging 
to implement in practice, holds a lot of potential for the poor. 

“self-sufficient programs” – From my perspective, unless you’re able to obtain a large degree of cost recovery, you’re 
simply not going to be able to work on the scale needed to make broad changes. I would thus argue that a combination 
of subsidized with cost-recovery services is perhaps the most effective way to address the needs of the very poor. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post by: Katharine McKee 

Here's a question for the group: might enterprise development programs (particularly those that work directly with low-
income entrepreneurs vs. facilitating market development, for example) be more likely that microfinance programs both 
to track actual income or sales gains and to be able to more plausibly argue that their interventions made a major 
contribution to any gains? I've often wondered whether enterprise development has an easier time achieving 
income/sales gains -- "deep but narrow" impact if you will (I'm using the term deep not in the sense of reaching more 
deeply than MF but in the sense of achieving more substantial percentage gains for individual clients, but typically for a 
smaller number of clients) -- whereas microfinance is more likely to achieve "broad but shallow" impacts (i.e., smaller 
gains but for more people -- this is partly due to the greater versatility of microfinance to meet lots of different needs 
only some of which are related to income). I guess one other dimension you could add, that might be even more 
dubious, is to characterize enterprise development impact as more typically deep, narrow, and variable, whereas 
microfinance gains might be more broad, shallow and reliable. 

I'm sure this will be controversial (if folks can even understand what I'm trying to articulate) . . . but I'd love to hear 
some reactions. Both the "deep but narrow" and "broad but shallow" cases face some challenges in terms of making the 
impact case -- the first because the numbers of clients gaining might be relatively so low as to lead to a "so what" 
response in making a dent in poverty. But microfinance, while the potential scale is impressive, might face the attribution 
challenge more. 

What do folks think? And how would our views of the two change if we are talking about impacts for the very poor vs. 
the poor? 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Jeanne Downing 

I am not sure I know the answer to the differences in impact, but I would say that there is a difference vis-à-vis the 
difficulty in measuring impact. Cross-cutting services, be they financial services or training, are difficult in terms of 
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attribution and proving the counter factual and/or in terms of tracing impacts on income. So I am not sure whether your 
observation has more to do with reality or with or measuring instruments. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Linda Jones 

Responding to Kate's question about measuring impact for non-MF enterprise development. 

We are certainly doing this in some fashion at MEDA in our market development projects. We include an M&E person 
(or persons) in our budget from the get-go, and set up a system to track incomes of target clients. In an ideal situation, 
we also track a non-project group so that data is comparative. 

For example, in Pakistan, we work with intermediaries to complete monthly forms on sales of embroidered garments. 
Then we do qualitative follow up with producers who sell to intermediaries to verify data. Our biggest challenge is that 
successful intermediaries under report so that they can stay in the project (for some reason, they are convinced that if 
they are successful we'll kick them out). In Tajikistan, we collected baseline data from farmers on various crops 
(horticulture) - both fresh and processed, and are doing six-monthly interviews with a random sampling. In this case, we 
have to interview non-project farmers too because there can be so many factors affecting Ag incomes. 

In both cases, we are reaching very poor clients. For example, in Pakistan our goal is to get producers up to $30 per 
month. I guess I am not sure why it would be harder or even that different to get information from very poor clients 
(maybe that's because that's where we normally focus). 

Don't know if this is a useful response but it's some of our hands-on experience. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Evelyn Stark 

I hope people take a look at the document that Gary Woller posted (it's under my name, but it's his posting). The Social 
Audit tool that he talks about really "forces" practitioners to be thinking about following that mission through to the end 
- evaluating clients and their own performance. One of the things that I particularly like about the social audit is that it 
doesn't just talk about "how many people are below the poverty line" but also - how many products and services does 
your organisation offer? If you only offer 1 product, are you really "meeting the diverse financial needs of the poor"? (for 
example). (The difference between targeting and developing a market is actually a big one, I think, and one that comes 
through on the social audit.) 

LINKAGES - I think this is a great comment to make! There are so many different ways we can link - - and so many bad 
ways to do it, too!! Every day or so I get a phone call from somebody in agriculture, democracy and governance health, 
education, youth, the environment, energy (etc.) who think that microfinance is either the "perfect" vehicle for them to 
reach poor and very poor people OR that microfinance (loans) should be designed specifically for each of those topics. 
(Ioften have images of an MFI with posters of their 30 different loans - the Energy Loan, the Drip Irrigation Loan, the 
Education Loan.... but that a loan tracking system that is set up for 16 week loans, repayment weekly, flat rate interest, 
etc.). 
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So - what is a good linkage? Any examples? I know I am repeating myself, but the folks at the Practitioner Learning 
Program(PLP) of SEEP are doing a couple of experiments with linkages - Energy and Microfinance providers have joined 
up to work on ways that benefit both of them - and, ultimately clients. The Strategic Alliances PLP is examining linkages 
that work for rural and agricultural clients (finance and business). Both of these "linkage" PLP rounds are also (maybe as 
a side benefit) are really finding out what makes a linkage work and how do parties with different strategies work 
together to maximize their joint ability to improve services and access for poor and very poor people. 

I know the Self Help Group people have great examples of linking groups to financial institutions and I'd love to hear 
some of the ins and outs of those models. And, I am sure there are dozens of other things that you can all bring in! 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Katharine McKee 

There is also good analysis relevant to linkage issues from the health/microfinance field, including Chris Dunford's paper 
for the Microcredit Summit Campaign on integrated vs. linked program models. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Evelyn Stark 

I'm jumping in again because the nice folks at SEEP provided a final draft of a paper that Chuck Waterfield wrote on 
Retention Rates. I think retention rates are a really important thing for MFIs to understand so they can examine who is 
leaving their program (and who is staying). The 'common wisdom' is that very poor people (if they even get into a MF 
program) drop out early on in programs. If an MFI had a good way of tracking retention, they could better identify who 
is leaving, when and then work on the "why" and seek to make the changes needed to attract and keep very poor clients 
in the program. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Jenny Dempsey 

Greetings, getting in just under the wire here. I've tried my best to follow most of the conversation, but forgive me if 
I've missed something. It has been though provoking and gives us much to think about and consider. I think my 
comments pertain more to Day 2, but I'll offer them anyway. One observation I have is that at least in my experience 
those most able to shed new light on some of these issues and questions are not on the list serve due to the fact that 
they do not speak English, do not use a computer (or rarely), and do not have time given the 10-12 hour days they put 
in serving the poor. I will try to do them justice by sharing what I know of their work. I work with Pro Mujer, a network 
of 5 Latin American MFIs whose mission aims to serve the poor (I won't get into the finer points of who is poor and 
very poor for now, the most recent data I have for those who are interested are from Pro Mujer Peru, a survey in 2005 
indicated that 75% of clients earn < $2 and 29% < $1). Do we measure this properly, probably not, but I think we do a 
fairly good job of socializing the mission from the top down and agree this is paramount to maintaining a focus on the 
very poor. 

INNOVATIONS IN OUTREACH TO THE VERY POOR 
 

- 36 -



 

Other structural points include listening to clients and considering the fact that others have raised - that "the poor or 
very poor" is not a homogeneous group. Using tools such as those mentioned by Lisa have helped us to better 
understand clients' situations as well as how they themselves perceive them, which gets at the issue Monique raised. I 
also specifically mention the front line staff above because for Pro Mujer, they provide valuable information on what is 
working, what isn't working and creative ideas on how to adapt delivery methods and products. The more organizations 
can incorporate their input into decision making, the more successful they will be in reaching the poor successfully. 
We've also found that we need staff with skills in community organizing, not just the ability to comprehend loan terms. 
We also support the notion that credit is at best inadequate to reach the very poor as poverty is complex and 
multifaceted, affected by discrimination, lack of access to public services, poor health, domestic violence, etc. We offer 
integrated services in credit, savings, basic business training, personal development and health education and health 
services (directly or via linkages). We extend the idea of building awareness Monique mentions to health issues as well. 

I'll offer a couple of examples of structures and ways that we believe better serve the poor. Product diversification - we 
created an opportunity loan with a very short term to enable clients to take advantage of short-term opportunities to 
diversify and spread risk. I think John from Plan mentioned that a very small percentage of people actually find the 
traditional village banking or grameen style lending appropriate and we are finding the same to be true and trying to 
respond by analyzing sub-segments of the very poor. Especially in Pro Mujer Peru, we have developed negotiated 
alliances, or linkages, to offer healthcare to our clients. Pro Mujer negotiates with clinics and private doctors who agree 
to offer a reduced rate service to Pro Mujer clients, and it also organizes health campaigns, bringing a variety of medical 
services in one location on a specified day. 

In Nicaragua we have mobile nurses who travel to rural areas along with credit officers to offer pap-smears to our 
clients. In Nicaragua, we also rely on local leaders to introduce Pro Mujer in communities (touching on Lisa's point). 
Bolivia offers a pre-paid healthcare plan where for 50 cents per month clients and their families have access to primary 
healthcare in our clinics. In Peru, clients complained that when the group leaders went to the bank branch to deposit 
group savings they were treated poorly. PMP responded by negotiating with the bank to offer better service based on 
the volume of savings deposited (approximately $1.5 million in Peru), and now Pro Mujer clients have a VIP window. 

Some structural implications and challenges include a need for senior management to have the ability to manage financial 
operations as well as social development operations (this is true even if the financial organization only works through 
linkages), which may include the dual ability to fundraise (for non-financial services) and access commercial capital (for 
financial services); an MIS that can be adapted to creative delivery methods and products as well as measure non-
financial indicators; incentives that support an integrated team approach and not just an individual performance based 
approach. 

I'd like to highlight a couple of points I found particularly interesting, often overlooked, and worthy of additional 
attention: Lilly and Michael's point about the economic linkages and that the activities of the very poor, and thus their 
chances for success, are related to other important sub sectors in the value chain; Amy's points about the real 
challenges of NGOs like Pro Mujer who believe as Tim does that sustainability offers the best chance for impact but 
hesitate to pursue regulation for many of the issues Amy raises; Lisa's point about meetings as the vehicle for serving the 
very poor and do we need to explore ways that reduce the transaction costs for clients. Pro Mujer is currently 
experimenting with offering a variety of times to access education sessions as well as delivering these modules in 
markets, closer to clients' businesses. 
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RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Amy Davis Kruize 

Right on, Jenny! The front line staff are the heartbeat of our efforts, both for MF and MED, and are sometimes forgotten 
in these types of discussions... 

I would like to add a short reference here to the SEEP PLP "Putting Client Assessment to Work" where we, among 
many other things, focused on listening to clients and staff using existing and adapted client assessment (CA) tools and 
methods, of which Pro Mujer was a valuable participant. I think almost all of the points Jenny raises were discussed and 
reflected upon through our 2 + years together. Evelyn has given us the link for the SEEP PLPs and our CA publications 
are forthcoming in early 2006, including Chuck Waterfield's paper on Client Retention, Road TIps for Managers in CA, 
CA in Disaster and Post-Conflict and many technical papers from The Microfinance Center in Poland, as well as other 
resource documents listed on the site which will not be published, but are for public consumption. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Lisa Parrott 

STAFF AND TRAINING: Jenny Dempsey enlightens us on several issues, especially the fact that those best placed to 
help us understand reaching the very poor are out in the field right now working to understand and address the factors 
contributing to poverty. She mentions the frontline staff and the types of people who may need to provide services. In 
some cases we need someone who can be social worker, community development specialist, microfinance consultant, 
health, etc. The newly launched Financial Services Training Resource Center, www.FSTRC.org , provides links to a host 
of training materials that can be used to train staff working in financial service delivery. If you have good training 
materials, or resources to add, please post them to this expanding resource base. 

RESOURCES FOR MARKET RESEARCH, DROP-OUTS AND RURAL OUTREACH: MicroSave has also published some 
papers and resources that touch on the issues we have been wrestling with, especially that of client research and drop-
outs mentionned by Evelyn Stark. Our website, www.MicroSave.org has several of the studies we have done are under 
the section on Study Programme --> Retaining Customers. There are also several papers on impact assessment and 
market research, product innovations, reaching remote areas (the mobile banking units that our Action Research 
Partner Equity Bank uses are particularly interesting) and informal sector financial services. As Monique mentioned 
earlier, the new Listening to Clients video compact disk provides guided training in how to use the Participatory Rapid 
Appraisal and focus group techniques we rely on when talking to clients at MicroSave. I'm attaching the paper Graham 
Wright wrote - "Are You Poor Enough?": Client Selection by Microfinance Institutions - which has provoked some 
interesting discussion. You will also find a study by the Decentralised Financial Systems programme in Kenya attached: 
"One Step Beyond: Achievements and Challenges in Reaching Remoter Areas." It discusses the potential in remote 
areas, but the need to improve operations at a price the poor can afford. Hope these resources can be useful for some 
of you. 

INTEGRATED SERVICES (Microfinance + ...): Kate McKee mentionned the integrated work done by Freedom from 
Hunger and Chris Dunford's paper which can be obtained from their website: 
http://www.ffhresource.org/publications/index.html. I'm attaching a paper on Credit with Education that was part of a 
series of studies that showed the impact of this model on target communities. Based on seeing positive effects on 
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financial, social/psychological and behaviorial outcomes from participants in the Credit with Education program there 
was increased household food security and improved health and nutrition, especially for children in those households. 

IS THE COST WORTH IT?: Finally, my question to you all is: "is it worthit?" Whether or not we can measure impacts 
and changes - which it sounds like we are doing better at - is the time and energy and resources to design products and 
services for this very poor segment worth the detail? If we follow Kate's argument about fewer and deeper vs. broader 
and more shallow impacts, are we trying to find solutions that over the long-term will allow us to make investments 
more quickly and more assuredly to alleviate deep poverty so in the future those investments become automatic (just 
like immunizations now let us forget about some major childhood illnesses)? Otherwise, one wonders whether the high 
cost of targeting fewer more deeply is worth the investment, or if we should have just started with a grant and let the 
client address their own needs, and income-generation on several fronts. If it takes us $6,500 per participant to assess 
needs, train staff, train clients, run programs, monitor impact, etc. for improved mango production in Takaungu, for an 
average increase of $200 per year in household income, would it have been better to just disburse a $6,500 grant to the 
producer and let him/her sort out how to use it (maybe investing in several sources of improved income streams, a 
house, healthcare, etc.)? 

Now I fully realize the issues are more complex than that, and I have never been a big fan of handing out grants, but I 
was just wondering about the numbers and all the earnest time we work on these issues. Any thoughts? 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Antony Mayodi 

Microfinance have been praised for poverty alleviation, however most of the microfinance institution targets the middle 
and the upper poor neglecting the very poor. In which way can the poorest benefit. 

Many poor communities have ego and interest in starting business yet they lack funds and microfinance work with those 
who are already in business. How can an institution which want to work with those who want to start business go about 
it. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Nathanael Goldberg 

I recently completed a thorough review of the impact literature for Grameen Foundation USA, soon to be released as a 
white paper: "Measuring the Impact of Microfinance: Taking stock of what we know." Only a handful of studies examined 
whether the programs were more effective for the very poor or the less poor. Their findings were mixed. I draw several 
conclusions from the evidence. First, it is worth considering that the most rigorous of the studies (Shahidur Khandker's 
2005 study of Grameen Bank, BRAC, and RD-12) found greater impact on extreme poverty. Second, whether 
microfinance can work for the very poor is a much more important question than whether it works better for the very 
poor, and evidence shows it can. Third, the evidence is still much too limited in this regard. Better evaluations, especially 
randomized evaluations, can shed much more light on the specific interventions which work best for the very poor, in 
which specific settings. 
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The white paper will offer summaries of all the studies with regard to increases in income and assets, as well as wider 
impacts. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Jeanne Downing 

AMAP BDS has a major effort underway to learn about how to measure impacts as opposed to performance of 
programs that involve enterprise development and/or private sector development more broadly. While we are using 
quasi-experimental designs, we will also explore lower cost methods. 

As part of this work, AMAP BDS did an inventory of impact assessments and found very little 'good practice.' 
Simultaneously, the World Bank and IFC did inventories and found very little. As Don Snodgrass says, everyone is 
interested in what works but few people really measure "impact" as opposed to performance. There are many reasons 
for this. Some cite the cost of good impact assessments, others refer to the lack of political will - no one wants to hear 
about poor impact, and everyone wants to report great impacts. 

Nonetheless, it is difficult to really know what works and the impact of our various approaches on the poor without 
credible impact assessments. Moreover, the work in Kenya led by Don Snodgrass and Jennefer Sebstad has been very 
interesting in uncovering the poverty level of tree crop farmers. It essentially shows that many of these farmers are very 
poor and can benefit from being linked into a value chain and a growing market. Ensuring benefits for these very poor 
farmers requires some attention - but there are ways to improve their benefits – organize them, improve their access to 
supporting markets so as to widen their market options, etc. 

I wanted to end by speaking to a number of emails that refer to improving poor entrepreneurs' access to technology, 
etc. I would argue that it is not enough to improve access to technology, I think this has to be done hand in hand with 
ensuring access to markets, and maybe this has to be done hand in hand with ensuring a business environment that will 
allow for growth. In other words, I think to effectively reach the very poor requires an integrated approach. Secondly 
we need to think about the sustainability of our efforts - that our interventions are not just meant to reduce poverty 
today but also over the medium and long term. How can we building local capacity, build local ability to respond to 
market changes, and build human capacity for impacts not just in the short run but for the future? 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Zvi Galor 

There is a very important note to take into consideration when studying the experience of MFIs and the creation of 
sustainable micro-enterprises. The target of this financial industry almost everywhere was the individual. Even in group 
lending the final client is an individual. This individual is a Poor person. Her/his ability to use the finance to create 
sustainable micro-enterprises, or any other income generating activities, and to uplift themselves from the poverty 
situation is highly limited. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Claire Starkey 
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To be dismissive of agriculture as an opportunity for the poor is usually the product of negative experiences, bad 
practices, and unproductive or worse outcomes; the key is to identify the right products, approaches and technologies, 
and to share knowledge, lessons learned and best practices so that we can optimize income-generating opportunities --- 
not only directly for the farmers, but indirectly for all the other enterprises supporting them in the value chain -- 
truckers, brokers, input suppliers, seedling producers, etc. 

The "modernization" of agriculture can require the consolidation of large plots of land, and a high degree of 
mechanization, and in these cases it is true that the only opportunity for the poor is to be part of a labor pool. And 
though one could argue, as with the processing industry, that employment has distinct benefits for the poor that 
certainly can't, and shouldn't, be dismissed...the fact is that there are also many products which lend themselves better 
to smallholder production, a partial list provided in one of Jeanne’s e-mails yesterday. A poor farmer that doubles, triples 
and quadruples his/her income re-invests in rural support services (inputs, transport, irrigation, packhouses), education 
(elementary), healthcare (community clinics) and housing (roofs, additions) causing exactly the kind of ripple effect that 
we all want to encourage. Furthermore, the same good agricultural practices that contribute to higher yields and lower 
postharvest losses, also protect the environment. Market demand may fluctuate for certain products, but farmers with a 
diversified crop range , albeit small, are flexible enough to make the minor adjustments necessary to meet changes in 
markets and keep income steady, and some may eventually transition into value-added products. Further, we've just 
found in El Salvador and Jamaica that small and micro farmers who adopted good agricultural practices and basic 
technologies post-natural disaster (earthquakes, floods) were able to recover much more quickly in subsequent natural 
disasters (floods in both cases this year). This is because another important element of good agricultural practices is that 
farmers are not only encouraged to diversify, but also to grow throughout as much of the year as climate and crop mix 
allow – breaking the “boom and bust” cycle that has for so long made small and micro farmers too risky for MFIs and 
others. A small, steady income base is in this way achievable, and the smallest plots of land begin to be operated like 
micro-businesses. Even those that are just collecting fruit as it falls from old trees, and tending to family gardens, can 
move forward with tangible sales and income increases if better practices are incorporated (i.e. pruning cashew trees in 
Kenya; adding additional products and thus expanded seasonality into family gardens, etc.). 

As already noted, by Linda and Vicki, as well as myself, the “proof” that small-scale agriculture is an income-generator 
must by necessity rely on compiling baseline and comparative data, which for the poor and very poor may sometimes 
need to be substituted in the beginning by estimated sales – which farmers are far more likely to know than their cost of 
production. The data can be refined along the way, but essentially if sales and incomes haven’t noticeably improved by 
the end of two growing cycles (and often times after one), then the likelihood is that the facilitator lacks the technical 
skills and market/product knowledge necessary to adequately assist the farmer. We also track technologies and crops 
introduced, yields, and markets sold into (often but not exclusively local for micro-farmers). 

We remain keenly interested in others’ experiences with rural income-generation opportunities amongst the poor and 
poorest, not just with agriculture, but with other sectors. Vicki’s feedback on potable water and fuel efficient cook 
stoves therefore was much appreciated.  

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Zvi Galor 
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It should be very interesting to learn the details presented in your forthcoming white paper as regards to the results of 
the existing policy of development against poverty, and especially as regards to the Grameen bank, and naturally to 
Bangladesh. 

Bangladesh has, may be, more than 140 millions inhabitants, of whom 2/3 finding their living from agriculture. ( I hope I 
am not wrong with these figures. I found them on some Internet website concerning Bangladesh.) 

The Grameen bank very important activities in Bangladesh are lasting for more than 20 years now. In 2004 they have 
approached almost 4 millions borrowers. I can assume that during the period of activities of the Grameen bank in 
Bangladesh they have been able to approach may be 10 millions or 15 millions of borrowers. It should be very 
interesting to know from your study how many of them have been able to get out of their poverty and their 
classification as Very Poor. 

I assume that, as it is in many other countries, only minority out of them (Them - is a minority among the rural 
agricultural population as well) were able to overcome poverty. 

I don't want to minimize to importance of the activities of the Grameen bank. What I want to suggest is that when 
successful, it respond to quite small percentage of the poor. 

I hope you can contribute from your findings. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Nathanael Goldberg 

Khandker found that each additional 100 taka of credit to women increased total annual household expenditures by 
more than 20 taka - a 20 percent return to income from borrowing. There were no returns to male borrowing at all. 
Between 1991/92 and 1998/99 moderate poverty in all villages declined by 17 percentage points: 18 points in program 
areas and 13 percentage points in non-program areas. Among program participants who had been members since 
1991/92 poverty rates declined by more than 20 percentage points-about three percentage points per year. Khandker 
estimated that more than half of this reduction is directly attributable to the microfinance programs, and found the 
impact to be greater for extreme poverty than moderate poverty, which the microfinance programs were found to 
reduce by 2.2 percentage points per year and 1.6 percentage points per year, respectively. 

You're right, Zvi, the percentage of households leaving poverty each year because of microfinance participation is 
relatively small, but I don't imagine many of the people in this discussion think microfinance is a magic bullet. The 
number of families rising above the poverty line is positive, and others who didn't manage to escape poverty during that 
timeframe still increased their household expenditures. And the study shows over a longer time period a substantial 
number of clients can leave poverty - though they may be in the minority. Still, Bangladesh is indeed a special case. The 
paper includes findings from studies in many countries in every region of the developing world. Most of these find similar 
results, but I shared Khandker's results because they are the most reliable. As I mentioned before, and as Jeanne argued, 
we need more credible studies to improve our understanding of impact. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Monique Cohen 
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We do a lot of work on the demand for microinsurance and have been working on household risk for sometime. We 
have observed that poor households seem to have a priority of needs when it comes to income or asset growth. 

Stabilizing the cash flow comes before trying to grow one's income or invest in assets. Stabilization can come from one 
income source or several. We have observed that microfinance can be an effective tool in achieving the former. 

We have also observed across a number of countries that advances in incomes and building assets are readily eroded by 
the persistent shocks people face and their need to cover the costs of these shocks. Understanding the severity and 
frequency of these shocks and how people can cope, both the very poor and poor, needs to be a priority if people are 
to climb out of poverty. I thought the use of the Food for Peace as a tool to protect investments was most interesting. I 
work a lot on microinsurance but do not see it as a solution for the very poor who can hardly afford more than one, if 
that, financial obligation. 

For those of you wanting to do more work on understanding clients I would like to refer you to the "Listening to 
Clients' Series, a market research training for microfinance institutions. Developed by Microfinance Opportunities and 
MicroSave this is a ground-breaking visual and interactive market research training for microfinance practitioners. Based 
on the AIMS/SEEP Learning from Clients toolkit and MicroSave's Market research for Microfinance Tools, the 'Listening 
to Clients' comprises nine modules on market research. It offers a step-by-step training in qualitative and quantitative 
client assessment. The lessons are presented in PowerPoint with embedded video, which demonstrate techniques to 
collect and analyze data. To find out more about this toolkit contact info@mfopps.org or go to 
www.microfinanceopportunities.org. 

 

RE: DAY THREE: HOW DO WE KNOW IT WORKED? 
Post By: Evelyn Stark 

This is a draft copy of the social performance measurement tool developed by Gary Woller and Chemonics under the 
AMAP Financial Services Knowledge Generation IQC. The tool combines a Social Performance Scorecard, which uses 
simple proxy indictors of social performance, and a social audit process, which assesses five internal processes (mission 
statement and management leadership, hiring and training, monitoring systems, incentive systems, and strategic planning) 
so as to determine whether and the extent to which they align performance with social mission. The tool produces a 
social rating score (similar to a financial rating score), which rates the likelihood that the MFI produces significant social 
impact both now and in the future.   

The tool was originally pilot-tested with PSHM in Albania. Planning for a second pilot test is underway in conjunction 
with PlanetRating. The objective of this test will be to integrate the tool into the financial rating exercise at the lowest 
marginal cost possible with the ultimate objective of making the tool commercial viable. 

It is envisioned that the tool can be used both as an integrated product add-on to a financial rating and as a stand-alone 
product. 

If you have questions about the AMAP Social Audit too, please direct them to Gary Woller at 
gary@wollerassociates.com. 
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CLOSING REMARKS  
Post By: Evelyn Stark 

Dear Participants in this 3-day Speaker’s Corner discussion, 

Thank you so much for your thoughts and ideas, sharing your experiences and your questions. Part of the purpose of 
the Speaker’s Corner is to “network” people interested in a topic – outreach to the very poor – so that discussions can 
continue long after the Speaker’s Corner is over. We hope that in addition to reading what each other has written, that 
the website addresses and documents that have been attached will also be useful for you and your organizations. It 
seems that we’ve all agreed that there is indeed much more work to be done on improving outreach to the very poor, 
though there is no single way to do this. Maintaining attention to the goal of including very poor people (as opposed to 
“only” moderately and upper poor) in financial and economic markets is one thing that we do seem to have general 
consensus on – it’s difficult, but the time for saying “very poor” but meaning “poor people we can reach pretty easily” is 
over. As you and your organizations continue to experiment with new ways to reach the very poor, please share your 
successes – and your less successful “lessons learned”. Financial products, enterprise development approaches, vertical 
and horizontal linkages, grants, technologies as well as sectors most appropriate for reaching the poor were discussed 
and debated. What works, how do various approaches work, and measuring what works were among the many things 
we discussed for which there is not much existing “how to” literature – let’s hear about it when you do have something 
that can be shared.  

We all value your contributions to this discussion and look forward to hearing from you at the next Speaker’s Corner! 
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