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Ensuring Economic Opportunity for All 
 
The World Bank estimates that 1.2 billion people live on less than $1.25 per day. These very poor people do not 
have access to traditional financial services – instead of using banks and insurance companies, the poor often have 
to rely on informal options that take advantage of their situation and take too much of their hard-earned income. 
 
Microfinance, which includes microcredit (loans) as well as other financial services such as insurance and a safe 
place to save money, provides financial opportunities for the very poor so they can work to pull themselves out 
of poverty. Often averaging less than $150, microloans allow people to start and expand tiny businesses without 
depending on moneylenders who demand exorbitant interest rates. Loans like these can also be used to finance 
health and education needs. Both borrowers and non-borrowers need a safe place to save their incomes, and 
insurance programs are critical to helping protect the poor from falling further into poverty should an unforeseen 
event financially impact their lives. 
 
Microfinance provides the poor with the tools they need to reap the benefits of their skills and hard work. It gives 
people the capacity to improve the quality of their lives and the futures of their children. Extra money earned is 
typically used by families to obtain better food, housing, and education. As a result, the returns increase the 
impact of other development programs and benefit the entire community:i 
 
 Microfinance Increases Universal Access to Education: Increased incomes, savings and education loan products 

provide poor people with the ability to invest in their children’s future, particularly in their education. In poor 
households with access to financial services, evidence indicates that children are not only sent to school in larger 
numbers, but they also stay in school longer. 

 Microfinance Contributes to Gender Equality and Women’s Empowerment: Women represent 60 percent of the 
1.4 billion people living on less than $1.25 a day, but own only 1 percent of the world’s wealth. Seventy-five percent 
of the world's women cannot get formal bank loans because they often lack permanent employment and capital 
and assets, such as land. But access to finance and the transfer of financial resources enables poor women to 
become economic agents of change by increasing their income and productivity, access to markets and 
information, and decision-making power. 

 Microfinance Improves Health Outcomes: Access to microfinance can provide income that helps caretakers deal 
with the financial impacts of HIV/AIDS on their families and communities. For example, an estimated eighty percent 
of borrowers of the FINCA program in Uganda are caring for AIDS orphans. Beyond HIV/AIDS, many microfinance 
institutions actively promote health education. These activities take the form of simple, preventative health care 
messages on immunization, safe drinking water, and pre-natal and post-natal care – education that is critical to the 
health of mothers and their young children. And some programs provide credit products for water and sanitation 
that directly improve clients’ living conditions. 

 

What makes microfinance a smart investment? 
 
 High Repayment Rates: Microfinance is an economically sustainable method of fighting poverty. In developing 

countries, the rate of repayment of well-established microfinance programs can be in the 90 percent range. 
Repayment rates are high because, through a system of peer support and pressure used in many microfinance 
models, borrowers are responsible for each other’s success. They help ensure that every member of their group is 
able to pay back their loans. 

 Cost-Effectiveness and Financial Self-Sufficiency: With support to grow and become self-sufficient, microfinance 
programs in developing countries need less grant money, can utilize loans and loan guarantees, and eventually get 
linked into the formal financial system. Many well-run microfinance organizations in developing countries are 
eventually able to sustain their operations through interest income. 



 

The Path to Economic Opportunity 

 

What will it take? According to the World Bank, an estimated 2.5 billion people around the world still lack 
access to safe, reliable, and well-priced financial services. As we work to expand appropriate and 
sustainable financial opportunities, including microfinance, to these households, the international 
community must follow key principles that will allow the poorest communities to truly lift themselves out of 
poverty: ii 
 
 Focus on the Poorest: Public funds play a vital role in helping microfinance and microenterprise organizations 

achieve their missions of reaching the poor and marginalized, who are excluded from the traditional financial 
sector. But microfinance alone is often not enough. A growing body of research points to the benefits of 
linking microfinance to other development interventions. Value chain, livelihoods, and social protection 
programs, as well as health and nutrition education, access to health services, and literacy programs can have 
a significant impact on progress out of poverty. 

 Expand Microfinance in Africa: In sub-Saharan Africa, where the population includes the highest burden and 
percentage of people living in extreme poverty of any region, with almost half the population surviving on less 
than $1 per day, no financial institution – microfinance or otherwise – is reaching 80 percent of the 800 
million people living there. The international community must increase its investment in the region to reach 
these populations. 

 Improve Access for Women: Women are more vulnerable to poverty, but when women receive more 
resources, they spend their money to ensure their children have better nutrition, education, and health care. 
This investment creates a multiplier effect that strengthens families and communities over time. Thanks to 
microfinance, married women often gain greater control over household assets, a more equal share in family 
decision-making, and greater freedom to engage in and control income generating activities.  

 Increase Opportunities for Savings: The need for savings services in fundamental. Some poor already save in 
an unorganized manner, through loans from money-lenders or relatives and savings kept in their homes. 
However, these methods are not safe and do not meet their needs. Informal but well organized savings-led 
approaches can allow the poorest to build their financial assets and skills through savings rather than debt. 
Savings – especially informal savings groups that target the very poor – are critical for women’s economic and 
social empowerment. 

 Apply Client Protection Principles: Microfinance institutions must adhere to the Client Protection Principles, a 
set of core principles developed through a global effort to ensure safe and responsible treatment of 
microfinance clients. These principles include: appropriate product design and delivery; prevention of over-
indebtedness; transparency; responsible pricing; fair and respectful treatment of clients; privacy of client data; 
and mechanisms for complaint resolution.iii 

 

The United States Must Take Action: RESULTS played a key role in the passage of a critical law in 2004 
that requires the U.S. government to direct at least 50 percent of all microfinance and microenterprise 
funding to the very poor. It is now time for Congress to act again. Legislation is needed to increase the 
effectiveness of U.S. microfinance and microenterprise programs by ensuring that funding is directed to 
those who need it most – the very poor, women, and communities in sub-Saharan Africa – by setting new 
targets, supporting the full range of financial services, promoting cross-sectoral and integrated approaches to 
development, and investing in innovative programs that reach the very poor and marginalized.  
 
                                                           
i All text in this section adapted from CGAP, What Do We Know About Microfinance? 
ii For a complete set of principles, see Microenterprise Coalition, Microfinance and Microenterprise Principles. 
http://www.results.org/uploads/files/microenterprise_coalition_concept_note_on_mf_and_me_legislation_-_public.pdf  
iii For more information on Client Protection Principles, see http://smartcampaign.org.  
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