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ABSTRACT: In general, the history of microfinance is very diversified from one continent to another and from one country to 

another. It is therefore difficult to define precise phases or stages in the evolution or structuring of the new modern market of 

these solidarity microcredit. The history of the soft sector leads to the study of the informal economy, bartering, pawning ... 

which were once reliable and successful techniques enabling the poor to survive and simultaneously and to be able to 

participate in economic growth. In this paper we are interested in answering this question; Why measure the impacts of 

microfinance? This paper aims to test this assertion. Based on a literature review applied to a sample of developed and 

emerging countries, we highlight that the shift to this credit system and whether it coincides with improved growth rates and 

higher macroeconomic stability. 

KEYWORDS: Microfinance, microcredit, microfinance institutions (MFIs), impacts, sustainability. 

RESUME: En général, l’histoire de la microfinance est très diversifiée d’un continent à l’autre et d’un pays à l’autre. C’est 

pourquoi, il parait difficile de définir des phases précises ou aussi des étapes dans l’évolution ou la structuration du nouveau 

marché moderne de ces micros crédits solidaire. L’histoire du secteur mous mène à l’étude de l’économie informelle, le troc, 

le prêt sur gage... qui ont été autrefois des techniques fiable et réussies permettant aux personnes démunies de survivre et, 

simultanément, à des activités de se développer et enfin de pouvoir participer à la croissance économique. Dans ce papier on 

s’intéresse à répondre à la question ; Pourquoi mesurer les impacts de la microfinance ? Ce papier vise à tester cette assertion. 

A partir d’une étude de littérature appliqué à un échantillon de pays développés et émergents, nous mettons en évidence que 

le passage à ce système de crédit et voir s’il coïncide avec une amélioration des taux de croissance et une stabilité 

macroéconomique plus élevée. 

MOTS-CLEFS: microfinance, microcrédit, institutions de microfinance (IMF), impacts, pérennité. 

1 INTRODUCTION 

According to The Overseas Development Administration (ODA), about three billion people live on less than two dollars a 

day. Poor people need employment, schooling and health but the most important is that the poorest require immediate income 

transfers or any relief to survive. Throughout the world, poor people are excluded from financial systems and all the means of 

development. Exclusion ranges from partial exclusion in developed countries to full or nearly full exclusion in less developed 

countries. Access to financial services fundamental basis on which many of the other essential interventions depend. 

Moreover, improving care, national advice and education can be sustained only when households have increased control over 

financial services. For these reasons, financial services reduce poverty, employment and its effects in many concrete ways. 

So, the solution is given by microfinance systems. Historically, microfinance has been successful in making the population 

excluded from the classical financial system richer. In the 90ies efforts were concentrated on financial and institutional 

sustainability of the microfinance institution. It presents a series of existing possibilities for extending markets, reducing 

poverty, and fostering social change. Microfinance grew out of experiments in Latin America, South Asia, Africa but the best-
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known start was in Bangladesh in 1971 as an initiative from an economist. So, microfinance has a clear record of social impacts 

and has been shown to be a major tool for poverty reduction and gender empowerment. In developed countries, there is now 

an acceptance that microenterprise programs are likely to depend on subsidy from public and private sources for some time. 

Such public subsidy is considered as microlenders target for the unemployed or other socially excluded groups, and the support 

as a tool to assist these people to become self-employed is less than the cost of welfare payments and other job creation 

schemes that accumulate costs for these goals. The benefits of these microenterprises programs including increased business 

turnover, increased incomes and job creation, are also considered to weigh the cost. Microfinance also includes insurance, 

transactional services, and importantly, savings. So, microfinance institutions play a complementary role to banking system by 

extending credit to borrowers whom banks consider as too costly or too risky to deal with. Microfinance institutions attempt 

to compete with moneylenders by offering credit to a broader range of households on more favourable terms and all over the 

world. 

Microfinance institutions have developed a strong track record over the last thirty years in alleviating poverty and advancing 

the economic needs of flow-income households. Microfinance programs have been found to increase and diversify household 

income, promote household savings in the face of volatility of income. Microfinance institutions also have demonstrated that 

it is possible in other part to save poor clients, operate in a financially sound manner and reach scale. 

This program has influence on the population by touching all the parties. Peace and Hulme’s study in1995 review materials 

from more than70 microenterprises projects supported by NGO’s and official agencies and explores that the increased 

household income has a positive impact on child welfare by increasing infant and child survival rates, also by reducing the 

exploitation of children, improving nutrition, health and education. 

So, these studies refer to a range of economic, social and political factors that affect the impact of credit programs. In 

addition, many of the studies show the importance of non-income changes, notably, increases in assets, household security, 

and improved consumption. They show mixed effects upon employment, children’s schooling and women’s empowerment. 

Finally, the studies often refer to the factors outside of program interventions which have profound influence on 

microentrepreneurs, their enterprises, their households and all social system. 

With a stronger base of income and assets, individuals can smooth income and consumption and improve their resilience 

to shocks and downward pressure. So, both financial services and social intermediation role of microfinance programs build 

human assets by improving self-esteem, bargaining power, or autonomy of clients. Social assets include network group of trust, 

and access to other institutions of society. 

The virtue of this example is to demonstrate a simple case in which microfinance has direct economic impact on an 

economy’s overall productivity. So, if production yields increasing returns to scale and whose income elasticity is less than 

unity, then any progressive redistribution should increase the demand for the goods whose production has positive economics 

of scale and should increase the economy’s productivity. 

The second desk study analyses the long-term effects of small improvement scale lending, often provided by microfinance. 

This study is founded by Ingo. E. Tschach. 

It demonstrates that the impact on income will accrue not to the microenterprises themselves, but rather to the consumers 

of their products. Then, microfinance will have a significant positive effect on the wage levels in the informal sector. Third, 

microfinance will cause high growth rate in the informal production sectors and in the national production. 

In analysing the income related effects of small loan programmes on all market participants, first the situation prior to the 

introduction of small-scale lending is described, and then follows the situation assuming a law level of market penetration. 

Next, it is assumed that the cost and supply functions of borrowing enterprises are not significantly different from those of 

enterprises that do not receive credit. Indeed, depending on the price elasticities of supply and demand, the non-consumers 

might even suffer from income losses larger than income gains accruing to the customers of microfinance institutions. 

The second group of beneficiaries is the employees of the informal sector. In the long run, microfinance programmes will 

through lower interest rate, increase the capital intensity of production, productivity labour and informal wages. By increasing 

the wage level of informal employee’s microfinance has a strong although indirect impact on poverty alleviation and society 

needs. In other words, the output and hence the credit demand of production enterprises is characterized by interest rate 

which is more elastic than that one at trade enterprise. If interest rates are high, there will be only a few industrial enterprises 

in every national market and they will in their turn have a relatively low output. 

The idea that microfinance gives rise to growth only in the non-trading sector, especially traders, is irrelevant in the long 

run. For the interest rate elasticity of demand for credit is much higher in the production sector. 
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The purpose of this paper, therefore, is to introduce these two points of view, which dominate the economic literature on 

income inequality, microfinance impact and to see if this is a good solution for the economy and for the world. According to 

the first idea, microfinance can play an important role in financial and economic development for non-banking individuals, and 

that by focusing on microfinance, which can strengthen the links between financial development, economic growth, and 

poverty alleviation. Rather than focusing exclusively on microfinance as an anti-poverty strategy, microfinance should be seen 

as an integral component of a developing country’s broader financial development strategy. 

So, economic theory suggests that financial development can contribute to economic growth, and growth contributes to 

poverty alleviation and ameliorates life condition. 

Microfinance programs influence the local economy in at least two important ways: directly and through induced effects. 

The MFI’s ultimately measure their success by the impact that they have on their clients, on clients’ families, and on 

communities in which they live. This article looks at the relationship between the success of microfinance institutions and the 

degree of economic growth. So, most of the studies analysed in this paper have been supported by the World Bank, some 

international associations of microfinance and the FMI. The purpose of the studies and the issues they address largely reflect 

the socioeconomic objectives of these programs: employment generation, improved productivity and enterprise growth, 

increased incomes and enhanced living standards, poverty alleviation reduced fertility and better health and nutrition. The 

purpose and research questions are much more numerous and include impacts on household behaviour (Schtad and Walsh 

1999), income technology and poverty (Hulme and Mosley 1996) economic growth (Tschach, 2003) and impact on household 

behaviour (Khandkar, 1995). 

The second point of view has a strong influence on the course of thinking about development, integration of the non-

banking households with growth and microfinance. This emphasis on poverty reduction and possibility of redistribution in 

development strategy may be justified in another way than by giving more weight to the poorest in a necessary trade-off 

between efficiency or growth and equity.  

In the 1990-s, an important literature has been developed on this subject, since the return to growth has considerably 

renewed our way of thinking about the relationship between microfinance and growth. The purpose here is to clarify the 

limitation of microfinance. Despite a multitude of studies devoted to the topic impact of microfinance our approach, is mostly 

based on two important analyses in this field drown by Sbstad and Chen 1996, Chua 2000, for their good summaries of existing 

impact and Michael S Bair 2000. 

Accordingly, the first clarifies a theoretical and empirical literature on the connection between microfinance, economic 

growth and poverty alleviation. Section 2 explains the other point of view with some examples. Section 3 clarifies some 

conditions to emphasise the positive effects of microfinance. Section 4 makes a conclusion. 

2 MICROFINANCE AND ECONOMIC GROWTH 

New methods and development in the economic literature has considerably renewed our way of thinking about the 

relationship between microfinance and t growth. This section briefly reviews the development insisting upon the various 

channels identified in the literature through which the MFI’s may affect the rate of economic growth. The UK, as example of a 

country which adopted microfinance, has experienced a period of steady economic growth; the number of new business start-

up is increasing and overall stock level is growing. Currently 11% of economically active people are self-employed. Thanks to 

these small credits the UK government has a strategy to improve growth and productivity through small business development, 

and one of its key themes is access to finance and promoting entrepreneurship. 

The objective of the review was to capture the important findings from the studied impacts with special attention to impacts 

in the emphasized areas, household economic security, stability, growth and individual control over resources. 

In this section, we concentrated on two studies which show little positive impact of microfinance. The first desk study 

reviews the findings from 32 research and evaluation reports on the impact of microenterprise services, primarily credit. The 

overview covers findings, especially concerning microfinance system, from survey research and case studies of 41 programs in 

24 countries in Asia, Africa and Latin America. This work of Jennifer and Gregory Chen was based on the microenterprise impact 

project of USAID’s office of microenterprise development. 

Twenty six of these 32 studies regrouped in this paper include data on enterprise level impact and general positive effects 

for this type of loan. They examined the impact of credit on output asset accumulation, technology, employment, enterprise 

management markets and income. 

Effects on enterprise productivity were measured in some studies by combining data of changes in income related to 

changes in labour imputes and by analysing some indicators like income production.... So, these studies found positive changes 
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in output, with excess increases in sales, diversification of goods or services produced, especially among women and this is in 

all the households. Several of more rigorous studies were focused explicitly on output, and found credit to have significant 

impact even when controlling other factors such as number of family workers, level of fixed assets, higher labour costs, or 

longer working hours. 

Hulme and Mosley concluded in their cross regional study that impact of credit on production and income is higher when 

it is invested in new technology, although opportunities for such investment and some innovation for productivity vary 

between sectors and increase risk what poor borrowers are trying to avoid. The finding regarding the impacts of MF credit on 

enterprise employment found considerable impacts on the number of paid employees in enterprises and their increase was 

generally concentrated among a small proportion of borrowers. 

Then, these institutions relate to the impact of MF enterprise income, measured as either gross profits or not profits which 

were generally positive, with overage increases attributed to the loans ranging from 25 to 40%. 

Early on, the beneficiaries of MF’s loans have recognised the fungibles of resources within households, and the use of credit 

and profits generated by microfinance program across a range of household production and consumption activities. It is also 

clear that benefits of credit extend beyond the enterprise to household and individual levels. A growing number of evidence 

shows generally positive effects on household production and income, asset accumulation and consumption. Many works and 

papers demonstrate the indirect impact of this reform. 

In analysing the first figure Tschach affirm that” the income-related effects of small loan programmes for all market 

participants, first, the situation prior to the introduction of small scale lending is described, then the situation assuming a low 

level of market penetration, and finally the situation assuming more market penetration. He shows “the situation prior to the 

receipt of loans; here, a distinction has already been made between future customers and non-customers of small loan 

programmes, future borrowers and non-borrowers.” In the second diagram, the increase in surpluses that is induced by the 

introduction of small-scale lending corresponds to the dark-grey areas; the decrease in surpluses is represented by the areas 

shaded in light grey. Because there are fewer potential customers than non-customers, the supply function of the future 

customers is steeper than that of the non-customers, although the elasticity of supply is the same for all enterprises. Customers 

now receive loans that are cheaper than those previously available to them in the informal credit market; as a result, their 

supply function shifts downward. They will thus expand their output from C to C2 and operate at their capacity limit. In the 

market, this gives rise to a new supply function, Stotal 2; consequently, the quantity sold increases to B2, while the price 

decreases to P2.” 
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Schuler and Hashem’s study from Bangladesh shows improvement in women’s physical mobility, economic security, ability 

to make their own purchases, freedom family domination and violence, political and legal awareness and public participation. 

The UK experience proved that microcredit programs had tripled within the past five years and that nearly twenty-seven 

million people had become borrowers by 2001. More than $ 1 billion in microcredit loans are outs tending to day and 

repayment rates are more than ninety-five percent. Microfinance is the term that has come to refer generally to such informal 

and formal arrangements offering financial services to the poor. Today there is thousands of MFI’s providing financial services 

to an estimated 100-200 million of the poor in the world. The rise of microfinance industry and its facilitation to the unbanking 

represents a remarkable accomplishment taken in historical context. Microfinance is unique among development interventions 

in financial systems: it can deliver these social benefits on basis and on a large scale. Microfinance thus offers potential for a 

self-propelling cycle sustainability and massive growth, while providing a powerful impact on the lives of the poor and excluded 

individuals.  

 

 

Fig 3. 
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Fig 4. 

The segmentation of the credit and labour markets is shown in Figure 3et 4. “Here, the line Running through points A and 

B represents factor prices for large enterprises, i.e. enterprises with high wage levels and low capital costs, while the line 

running through points C and D Represents factor prices for small enterprises. This explains, on the one hand, why they are the 

sole suppliers in the labour-intensive non-tradable goods sector and, on the other, why they produce industrial good 2, which 

is also manufactured by large enterprises, using a comparatively labour- intensive technology (point C).” 

This figure shows” the short-term effects of cheaper financing options available to Informal enterprises. If we depict these 

effects based on the Heckscher-Ohlin model, the Factor price line for the informal sector rotates upward; i.e. the costs of 

producing one unit of Output (US$ 1) decrease, enabling the enterprise to earn additional profits. The profits of production 

enterprises will increase to a greater extent than those of trade Enterprises (areas shaded in grey).” 

According to the Consultative Grouped to Assist the Poorest 1995 “to be self-sustaining if they are to achieve their outreach 

potential providing rapid growth in access to financial services by poor people.” 

The reality is that a lot of microfinance movement continues to take advantage of subsidies; some from donors, some from 

governments and some from concerned individuals. Microfinance promises to improve in state banks by reducing costs and 

maintaining benefits and show with credit microcredit system can be for all. Even if we get microfinance performance, 

measuring benefits alone is clearly inadequate to test the full planned cost benefits studied in dependent assessments of 

subsidized program costs against measured benefits. 

Economic theorists have been at the start of research, beginning with Stiglitz (1990), and their liability works. Throughout 

the 1990’s however, we have witnessed a growing diversity of approach that go well beyond group lending with joint liability. 

Scholarly interest in microfinance has lagged behind industry development, econometric work and inflation problem but it 

is growing too rapidly, now, before 1997, academic journals didn’t publish many articles on microfinance, but since that time, 

academic journals have published hundreds of peer-reviewed articles on the topic. Nonetheless, microfinance still presents in 

economies. Interest in the social impact of microfinance has led to several impact studies published in scholarly journals 

because of social, human and economic role for this program. 

Among the analysed for programs in Bangladesh and the Graeme Bank, some published studies have assessed the impact 

of microfinance programs in Bolivia(Mosley(2001)), China(Park and Ran (2001)), Ghana and South Africa(Afrane(2002)), 

Guatemala(Kevane and Wydick(2001)), Wydick(1999-2002) Honduras and Ecuador (Smith(2002), Indonesia (Bolinick and 

Nelson(19990), Uganda( Barnes (1999), Zambia( Copestake(2001) and in different countries ( Mosley and Hulme(1998)) and 

Anderson (2002). 
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Despite a multitude of studies devoted to the topic, the impact of microfinance programs on the poor developing countries 

remains an intensely debated issue. The evidence is mixed: as the subject is very important, some studies find positive impacts, 

some studies find negative impacts, while other studies find benefits of these programs but in specified areas. 

This sector will benefit most from microfinance programmes lowering the market interest rate. 

The apparent importance of microfinance and financial development contributing to sustainable economic growth has been 

underlined. Second generation models have probed additional dimensions of both cause and effect. We have shown that 

microfinance growth is empirically associated with lower poverty ratio. So, microfinance contributes to economic increase. 

Although group loans make up the bulk of micro loans worldwide individual lending is significant in some areas and is 

growing in popularity. Armendariz de Aghion and Morduch 2000 consider microfinance as a group lending in Eastern Europe, 

Russia and China.  

We conclude with a couple of cautionary notes. Although these studies have focused on economic benefits of the 

microfinance programs, it must not be forgotten that the primary intended benefits of microfinance are not often social. Thus, 

while economic benefits are important in their own way, they are often subordinated with the MFI’s social mission. Even when 

economic objectives guide microfinance programs, social objectives are often still considered important. But there are other 

studies which presents the limits of microfinance in some area. 

3 MICROFINANCE LIMITS 

The preponderance of evidence suggests the existence of a range of positive impacts, but also that the nature of these 

impacts and the causal impact chain are highly variable and less straight than often described in the promotional brochures of 

microfinance institutions. Some studies don’t find any impacts or if they find, they are negative like the studies of Sebstad and 

Chen in 1996 and Chua’s studies in 2000. In theory, calculating the community economic impact of microfinance programs is 

quite difficult. 

Perhaps the fundamental question for motivation underpinning of microfinance is whether it is a viable strategy for growth 

and poverty alleviation relative to other poverty alleviation policies and if it can be the perfect solution for helping the non-

banking. 

Adams and Von Piscke (1992) try to answer this question by comparing some modern MFI’s to the failed rural credit 

agencies established by LDC governments alleviation but also wasted millions of dollars of public funding and try to find the 

best solution. 

After comparing the operational framework of modern MFI’s to rural credit agencies, the authors conclude that the modern 

MFI industry is destined failure or also to be destructed because of the similarities between the two. 

Schreiner 1999, Sanders 2002, and Bhatt 1999, provide support for the argument that microfinance may not be effective 

poverty alleviation in the US, in particular, as example of the developed countries and in all the other societies. Schreiner 

analyses and finds that although some programs can move some people from welfare to self-employment, it only works for 

1% of the programs. He shows also that those who are successful in the transition have excessive assets, education, experiences 

and skills. Sanders test the impact of microenterprise programs which had a mixed result, some programs have worked while 

others have failed. 

Other studies reach more ambiguous conclusions about the effectiveness of microfinance as a policy tool. Bhatta 2001 

concludes that due to the topology and extreme poverty levels in Nepal, it will be difficult for MFI’s to have any meaning full 

impact on poverty. Nonetheless, he goes on to suggest that MFI’s should expand into the hill and mountainous areas and target 

women to increase the probability of success. 

Snow and Bass 2001, study microfinance programs in Sub-Saharian Africa and conclude that better goal oriented 

assessment is needed to determine if microfinance is an effective policy for poverty alleviation or not. 

Mosley 2001 in this study shows that assets and income increase commensurately with initial poverty levels, but also that 

MFI’s services may increase vulnerability if borrowers are over –leveraged. 

Banick and Nelson (1990) summarised that the MFI’s participation had a positive impact on enterprise, that was typically 

small, labour intensive and growing, although the impact was far from uniform across sectors and target variables. 

In other part, Copestake (2001) finds that borrower who never qualified for the second loan were actually worse due to the 

MFI collection mechanisms but those who could obtain two loans experienced high growth in profits and income compared to 

the control sample. 
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Other question is who is better woman borrower or man borrower. Kevane and Wydick 2001 in analysing the problem use 

a sample of 342 MFI participants in Guatemala to study the assertion that man borrowers produce more economic growth 

than women and those women facilitate more poverty alleviation. 

 Staying with the success of the program regarding women, Mallick 2002 criticizes the impact of microfinance on women 

in society and suggests that microfinance services can result in gender conflict in Bangladesh. Also, one theoretical cost of 

microfinance programs is that they introduce economic resources in the local economy. For example, microlending programs 

may lead to an artificial increase the production and supply of certain petty trade goods, diverting resources from more 

productive purposes, artificially suppressing prices for these goods and by hurting existing producers and traders. A full-scale 

impact assessment would need to consider these programs costs in local economy or in international market. 

With respect to impact on productivity, the evidence is scant. The Bangladesh study carried out by Motgomery in 1996 

shows that changes in income are lower than changes in enterprise assets suggesting no significant impact on productivity. In 

1989, the Ecuador study by Buvinic finds that women reduce the amount of time in their enterprises showing higher labour 

productivity. They show that women use credit to increase efficiency and productivity, rather than growth.  

Nelson and Balnick’s Indonesia study concludes that enterprise level impacts may be limited when; credit is provided 

without technical support or marketing to facilitate the management of the enterprise, credit funds are diverted and not 

invested in the enterprise, the loan size is too small to raise production to an efficient level and finally credit is guaranteed to 

the enterprises which are already operating at an effective level of production, so they sometimes need a second loan. 

Armendariz and Morduch 2004 conclude that MFI’s cannot provide effective financial intermediation without a “well-

functioning regulatory framework in the country”. 

Some other empirical works have shown institutional variables to be of minimal importance to the success of MFI. Christian 

(1995), found few institutional variables to be significant. In particular, direct unit cost related variables in an institution had 

not statistical significance in regression on return. 

Maitreesh Ghatak (2000), Beatriz Armendariz de Aghion and Christian Gollier, for example, argue that allowing borrowers 

to quit voluntarily their own groups helps microlenders overcome an adverse selection. This reflexion is the important reason 

for exclusion of the poor. The problem is that a traditional bank has a difficulty in distinguishing between inherently “risk” and 

“safe” borrowers in its pool of loan applicants, if bank charges a high interest rate to risky borrowers and a lower one to safe 

borrower it will be considered as an economic discrimination. Another strand of argument highlights is the fact that the group 

lending methodology can potentially mitigate extant moral hazard problems as well. This problem emerges when having 

extended loans, financial institution cannot effectively function that enforces prudent behaviour. 

Jonathan relies on microfinance. The problem here is that when there is a multiplicity of microlenders, there are also threats 

of not being refinanced lose because those borrowers who default on a loan can always turn to another microlender. 

If certain mechanisms were developed to explain the trade-off between efficiency and microfinance which is sufficiently 

powerful and presents success, it may even have a contrary efficiency. In regard to development, microfinance is probably not 

sufficient for accelerating growth, unless it is carried out in a specific manner appropriate to conditions in the involved 

economy. 

While the effects of microfinance are necessarily more limited, growing microfinance institutions might be able to play an 

important role in surviving as a counterpoint to those who oppose reform. Microfinance institutions focus on severing poor 

and near-poor borrowers in particular and all the excluded households in general and this focus seem largely, but not entirely, 

to be able with stand commercialization and larger scale. As microfinance becomes of larger scale, more deeply capitalized and 

more commercialized in some countries, this pressure can help bolster the constituencies which need to demand 

improvements in the whole financial market. 

Therefore, problems with particular microfinance organizations such as default rates that in some instances are too higher 

for borrower who compare other bank’s rate, and there is a general need for greater transparency regarding loan performance 

and other measures, which industry leaders are beginning to address. 

Microfinance is not a panacea, but it is more promising approach than many we have had. 

Unlike many commercial banks, the MFI presents headquarters which no marble floors and no rugs. First, its loans are so 

small that profits are typically hard to find, and second, lending seems risky since the borrowers are too poor to offer much in 

the way of collateral. For many observers, as Robinson 2001, microfinance is nothing but a short a revolution or a paradigm 

shift.  
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Now, we have two opposite idea for microfinance, so we need to know what conditions we should have to get positive 

programs of MFI. 

4 WHAT ARE CONDITIONS FOR THE ONLY POSITIVE IMPACT OF MICROFINANCE?  

Microfinance institutions play an important role in economic development in circumstances where other sectors of the 

economy are represented. Microfinance assets, increase of prices competition, driving down of interest rates and laying the 

grained work for the development of banking sector-it is where legal institutions should take root. In developed countries with 

weak governance, as the USA, UK ... the emphases on financial development may be more successful by focusing on a strategy 

of financial growth that relies on microfinance institutions. 

To succeed only in experience and making microfinance must respect certain lessons and prepare a good environment for 

success... So, microfinance institutions attempt to compete with moneylenders by offering credit to broader range of 

households on more favourable terms and favourable circumstances. It has often serious limitations in terms of costs, risk, and 

convenience. For these reasons, micro credit institutions use a variety of strategies to reduce not only their own risks but also 

to make a good environment for positive impact like : all information about borrowers to reduce risks that can give low or non-

existent collateral; peer lending circles to serve borrowers to enforce payment despite weak legal institutions; short-term loan 

contracts with regular repayments to substitute for information; loans ladders that permit successful borrowers to take out 

increasingly larger loans as incentives for repayment; social networks to increase repayment rates and a variety of other 

substitutes for information , and legal enforcement to extend credit to low borrower’s income without collateral assets. 

Microfinance programs have been found to increase and diversify household’s income, integrate the excluded people, help 

the poorest to find employment, promote household savings, and permit consumptions to smooth in the face of volatility of 

income. 

Microfinance institutions themselves might increasingly reach financial sustainability and attract private capital fruit to their 

mission of poverty alleviation. They would help eventually grow domestic credit demand slowly despite weak legal and other 

formal institutional environments which present the first problem because they cannot rely on such formal institutions to 

operate. Many of the risk mitigation techniques were developed by microfinance institutions like the peer lending those 

functional substitutes legal institution intensive forms of creditor protection such as enforcement on collateral. 

Microfinance institutions have an efficient role in the development where other sectors of the economy or financial and 

political systems are repressed. Microfinance institutions can also help improve the ability of the poor to build assets, take 

responsibilities, make and finish their own initiative, increase price competition and drive down sector development. It is where 

legal institutions should take root. 

The regulation of financial institutions can and should be tailored to make it possible for both mainstream and specialized 

institutions to engage in microlending. For example, regulators should pay greater attention to evaluating of safety and 

soundness of bank lending. 

In financially developed nations, where the banking systems are more developed, microfinance institutions can play an 

important role in banking sector. First, by helping increase the income and assets base of the poor, they will increase demand 

for bank loans. So, the MFI’s could help banks reach previously marginalized sectors; however non-depository microcredit 

institutions, as for them, are unlikely to be able to overcome market fragmentation, they will have not ability to mobilize 

savings at scale or attract large enough amount of capital. 

Secondly these new institutions must make the difference between helping development and proving financial techniques 

for lowering costs and lower risks for the poor. 

Additionally, giving high levels of concentration and volatility, microfinance institutions may wish to consider mechanisms 

to pool and diversify their risks. Different mechanisms could be developed on the base of the extent of information available 

in the market improved by symmetry of information, as well as an assessment of comparative institution. 

Armendariz de Aghion concluded that several important mechanisms are employed in typical microfinance institutions, 

arguing that in practice group lending with joint liability is just one and this mechanism can drive to performance. 

Rai and Sjostrom 2000 have shown that the circumstances under which joint liability is optimal are limited and unlikely to 

practice, it was dominated by contract according to which truthful information are elicited from borrower through cross 

reporting schemes. 
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For all of these reasons, the use of groups may be important especially in early stages and for poor clients, but for the same 

idea of joint liability. Further research is required to identify how these considerations and other mechanisms interact with 

each other to affect performance and produce demand. 

Transition economies face a challenge in finding ways to raise incomes of low income households and broaden financial 

markets. Microfinance holds the promise of meeting both in giving goals by using to new methods and tools to lend to small-

scale entrepreneurs most of whom would have difficulty in borrowing from the formal banking system. It has been tied closely 

to the idea of group lending with joint liability, as an attachment that remains evident both in popular accounts and academic 

writings. 

Hulme and Mosley conclude that the limited impact on paid employment is a natural result of limited chronological change 

that would demand more labour, and the risks associated with bringing in additional paid workers. The impacts on paid 

employment are minimal among poorer borrowers and among borrowers who asked for a loan for the first time. 

Nelson 1984 demonstrated that microenterprise credit tends to have more impact on job stability and efficiency by 

improving labour productivity than job creation. 

Other studies show that microfinance institutions operate primarily in countries with a relatively low degree of overall 

economic freedom and that various economic policy factors are important to sustainability. 

According to the Consultative Group to Assets the Poorest in 1995” Microfinance institutions can and indeed need to be 

self-sustaining if they are to achieve their potential providing rapid growth in access to financial services by poor people” 

Woller and Woodworth (2001) cite many impact studies and conclude that governments must “create a macroeconomic 

environment characterized by stable growth, low inflation and fiscal discipline”.  

Hubka and Zaidi (2005) find that governments can help market-based microfinance by eliminating unfair competition of 

public institutions; undertaking overall regulatory reform and improving the whole business environment. 

Zeller and Meyer 2000 also found that improvements in the policy environment of a country contribute directly to the 

overall performance of its institutions. They site China as an example where administrative interference and distortion of 

pricing systems resulted not imperatively in a low level of outreach and high fragility of many MFI’s. 

In all, the overall economic condition of a country is extremely important to the success of any MFI’s. Data measuring 

country policy issues to assets their impact on the sustainability of microfinance institutions.  

Sharma (2000) studies show the importance of broader national environment complicating the growth of institutions, 

comparing for example, success in India and not in Nepal. 

Other empirical research of data suggests that a country’s political, economic, and cultural environment plays a key role in 

the ability of microfinance institutions to meet their mission and make their goals. Sustainability is now a necessary long-term 

goal for almost all microfinance institutions. 

If the overall economic level of freedom is improving over the sample period, it may be true that the MFI’s are having 

success where trade has not been opened up extensively and the monetary authority does not control inflation. Many factors 

contribute to the ability of an MFI to meet these goals; one of them is the economic environment in which the MFI operates. 

The predictors in this study are economic factors in a country leading to success of the MFI. It is possible to think that the 

MFI success helps a country improve its economic environment. 

Further theories work on the development implications of MFI’s, their role in the economic growth, importance of 

economic freedom and other microfinance programs that were supported by the organization managers and governmental 

officials. 

So, for these reasons, in the next paper I will concentrate on the success of microfinance in developing countries like Tunisia 

and conclude this impact on some parameters like health education, transport, income, 

I have chosen this country because of the helping given by the government to microfinance programs. So, this program can 

have only a positive impact but we must have some economic conditions regrouped for only goal which is the success of 

microfinance. 
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5 CONCLUSION 

Microfinance is a renewed form of financial development that is primarily focused on poverty alleviation through providing 

financial services to the poor and accordingly more importance for the poorest. Most people think of microfinance as being a 

microcredit lending of small amounts of money to the poor. Microfinance is that, but it is also broader, including insurance, 

transactional services, and importantly savings. 

Microfinance institutions have developed a strong track record over the last thirty years in alleviating poverty and advancing 

the economic needs of low income households. So, these programs have been found to increase and diversify household’s 

savings. In addition, it can contribute more broadly to financial development and help to growth.  

Or, this development could contribute to poverty alleviation directly by lowering credit constraints of the poor, and 

indirectly, by fostering economic growth that helps the poor. Cross-country comparisons suggest that financial development 

through the lens of microfinance might help for four reasons. First, financially self –sustainable microfinance programs can 

contribute directly to poverty alleviation, the growth of the number of responsibilities, management of self-project and 

promoting of market that in its turn advances financial development. 

Second reason consists in the fact that microfinance may be a useful strategy to consider in countries with bad governance 

where other development strategies face significant barriers or where financial possibilities are limited. Third, microfinance 

can help financial markets in developing countries to mature, while playing more limited, but useful, roles in poverty alleviation 

in financially undeveloped countries. Fourth reason is that, microfinance can help break down opposition to informal sector 

and build support for domestic financial reforms. 

So, the impact can theoretically occur at four levels; the enterprise, the individual, the household and the community 

Therefore, some studies don’t find any impacts of MF or if they find them, they are negative. So, the impact analysis of 

microfinance programs is an important in the economic literature. In theory, calculating the community and economic impact 

of microfinance program is straight forward. 

Finally, the result of this focus is that other potentially important role of the government must be introduced. For economic 

freedom and a better economic environment and for a continual growth, the impact of MF must be only positive. 

REFERENCES 

[1] Afrane, Sam, 2002, Impact assessment of microfinance interventions in Ghana and South Africa: A Synthesis of major 

impacts and lessons, Journal of Microfinance 4, 37-58.  

[2] Anderson, M. et Woodrow, P., « Rising from the Ashes: Development Strategies in Times of Disaster », Westview Press, 

Boulder, 1989. 

[3] Armendariz de Aghion, Beatriz and Jonathan Morduch, 2000, Microfinance beyond group lending, Economics of Transition 

8, 401-420. 

[4] Barnes, Carolyn, Gayle Morris, and Gary Gaile, 1999, An Assessment of Client of Microfinance Programs in Uganda, 

International Journal of Economic Development 1, 80-121. 

[5] Bhatt, Nitin, and Shui-Yan Tang, 2001c, “Delivering microfinance in developing countries: Controversies and policy 

perspectives,” Policy Studies Journal 29, 319-333 

[6] Bolnick, Bruce R. and Eric R. Nelson, 1990, Evaluating the Economic Impact of a Special Credit Programme: KIK/KMKP in 

Indonesia, The Journal of Development Studies 26, 299-312. 

[7] Brau, James C. and Woller Gary ,2004, “Microfinance: A Comprehensive Review of The Existing Literature Journal of 

Entrepreneurial Finance and Business Ventures. 

[8] Buvinic, Mayra, Marguerite Berger, and Cecelia Jaramillo. 1989. “Impact of a Credit Project for Women and Men 

Microentrepreneurs in Quito, Ecuador.” In Women’s Ventures, edited by M. Berger and M. Buvinic: 222-246. West 

Hartford, Conn.: Kumarian Press.  

[9] C.I.D.R./Gambia. 1991. “Socio-Economic Impact of VISACAS in the Jahaly-Pacharr Area.” Mimeographed.  

[10] Chen, Martha, 1992, “Impact of Grameen Bank’s Credit Operations on its Members: Past and Future Research.” Internal 

report to the Grameen Bank Dhaka, Bangladesh: Grameen Bank.  

[11] Chen, Martha Alter, 1997, A Guide for Assessing the Impact of Microenterprise Services at the Individual Level. AIMS paper. 

Washington, D.C.: Management Systems International.  

[12] Chen, Martha Alter, and Elizabeth Dunn. 1996, Household Economic Portfolios. AIMS paper. Washington, D.C.: 

Management Services International.  



L’économie de la microfinance 

 

 

ISSN : 2351-8014 Vol. 33 No. 1, Oct. 2017 12 

 

 

[13] Chua, Ronald T. 1997, Impact of Access to Credit on the Poor: A Research Design and Baseline Study. Brisbane: Foundation 

for Development Cooperation.  

[14] Chua, Ronald T., Simon Peter Gregorio, Marcia Feria Miranda, Marie Apostol, and Daniel B. Del Rosario. 1999, “Risk, 

Vulnerability, Assets and the Role of Financial Services in Reducing Vulnerability: A Study of the Women Clients of CARD 

Bay Laguna, Philippines” (October). Draft report submitted to CGAP, Washington, D.C.  

[15] Chua, R.T., P. Mosely, G. Wright, and H. Zaman, 2000, “Microfinance, Risk, Management, and Poverty.” AIMS paper, 

Washington, DC, Management Systems International. 

[16] Cohen, Monique, 1999, “Bolivia: Loan Use by Pro Mujer Clients.” Field trip report. Washington, D.C.: USAID, Office of 

Microenterprise Development. Mimeographed.  

[17] Copestake, James, Sonia Bhalotra, Mike Godwin, Holger Grundel, Susan Johnson, and David Musona. 1998, “Impact 

Assessment of the PULSE Microfinance Programme in Lusaka, Zambia” (November). Report prepared for the Department 

of International Development, Center for Development Studies, University of Bath, England. Lusaka, Zambia: M&N 

Associates Limited.  

[18] Conning, Jonathan, 1999, Outreach, Sustainability and Leverage in Monitored and Peer-Monitored Lending, Journal of 

Development Economics 60, 229-248. 

[19] Ghatak, M., 1999, Group Lending, Local Information, and Peer Selection, Journal of Development Economics 60, 229-248. 

[20] Hubka, A., & Zaidi, R. 2005, Impact of government regulation on microfinance. WorldBank: Washington, D.C. Retrieved 

from http://siteresources.worldbank.org/INTWDR2005/Resources/Hubka_Zaidi_Impact_of_Government_Regulation.pdf 

[21] Hulme, David, Richard Montgomery, with Debapriya Bhattacharya, 1996. “Mutual Finance and the Poor: A Study of the 

Federation of Thrift and Credit Cooperatives in Sri Lanka (SANASA).” In Finance Against Poverty, Volume II: Country Case 

Studies, edited by David Hulme andPaul Mosley, 228-315, London: Routledge (draft). 

[22] Hulme, D. and P. Mosley, 1996. Finance Against Poverty, Volume I: Analysis and Recommendations, London: Routledge 

(draft). 

[23] Kevane, Michael and Bruce Wydic, 2001, Microenterprise Lending to Female Entrepreneurs: Sacrificing Economic Growth 

for Poverty Alleviation? World Development 29, 1225-1236. 

[24] Ingo E. Tschach, The long-term impact of microfinance on income, wages and the sartorial distribution of economic 

activity, April 2003 

[25] Ledgerwood, J. 1999. Microfinance handbook: An institutional and financial Perspective. World Bank: Washington, D.C.  

[26] Mallick, Ross, 2002, Implementing and evaluation of microcredit in Bangladesh, Development in Practice 12, 153-163 

[27] Montgomery, Richard. 1996. “Disciplining or Protecting the Poor? Avoiding the Social Costs of Peer Pressure in Solidarity 

Group Micro-Credit Schemes.” Sustainable Banking with the Poor, Occasional Papers No. 11. Washington, D.C.: The World 

Bank.  

[28] Morduch, Jonathan, 1999, the microfinance promise, Journal of Economic Literature 37, 1569-1614. 

[29] Mosley, Paul, and David Hulme, 1998, Microenterprise finance: Is there a conflict between growth and poverty 

alleviation? World Development 26, 783-790. 

[30] Mosley, Paul, 2001, Microfinance and poverty in Bolivia, The Journal of Development Studies 37,101-132. 

[31] Morduch, Jonathan, 2000, the microfinance schism, World Development 28, 617-629. 

[32] Nelson, Eric. 1996. “Financial Intermediation for the Poor: Survey of the State of the Art” (July). Project Eager/Public 

Strategies for Growth Component. Washington, D.C.: Development Alternatives, Inc.  

[33] Park, Albert, and Changquin Ren, 2001, Microfinance with Chinese characteristics, World Development 29, 39-62. 

[34] Rai, Ashok and Tomas Sjöström (2000), “Efficient Lending in Village Economies,” Kennedy School of Government, Harvard 

University and Department of Economics, Pennsylvania State University, working paper. 

[35] Robinson, M. (1995). Indonesia: The role of savings in developing sustainable Commercial financing of small and micro 

enterprises. In E. Brugger, & S. Rajapatirana (Eds.), New perspectives on financing small business in developing countries. 

San Francisco: ICS Press. 

[36] Sanders, Cynthia K, 2002, The impact of microenterprise assistance programs: A comparative study of program 

participants, no participants, and other low-wage workers, The Social Service Review 76, 321-340 

[37] Schreiner, Mark, 1999, Self-employment, microenterprise, and the poorest Americans, The Social Service Review 73, 496-

523. 

[38] Schuler, Sidney Ruth, Syed M. Hashemi, and Shamsul Huda Badal, 1998, Men’s violence against women in rural 

Bangladesh: Undermined or exacerbated by microcredit programmes? Development in Practice 8, 148-157.  

[39] Sharma, Udaya. 2000. Innovations in rural finance. The Kathmandu Post. February 4. 

[40] Snow, Douglas R, and Terry F Buss, 2001, Development and the role of microcredit, Policy Studies Schreiner, Mark, 1999, 

Self-employment, microenterprise, and the poorest Americans, The Social Service Review 73, 496-523. 

[41] Stiglitz, Joseph E. 1974, "Incentives and Risk Sharing in Sharecropping", Review of Economic Studies 41:397-426. 

[42] Stiglitz, Joseph E 1990, "Peer Monitoring and Credit Markets", World Bank Economic Review 4 (3):351 



Zied SAYARI 

 

 

ISSN : 2351-8014 Vol. 33 No. 1, Oct. 2017 13 

 

 

[43] Tchach, I. 2002: The Theory of Development Finance – How Microcredit Programmes Alleviate Credit and Labour Market 

Segmentation, Frankfurt/Main 

[44] Walsh, R. “Pacific Rim Collateral Security Laws: What Happens When the Project Goes Wrong?” Stanford Journal of Law, 

Business, and Finance, 115 (1999), 115-147.  

[45] Woller, Gary 2000, “Reassessing the Financial Viability of Village Banking: Past 

[46] Performance and Future Prospects”, MicroBanking Bulletin. 

[47] Woller, Gary 2001, “Poverty Lending, Financial Self-Sufficiency and the Six Aspects Of Outreach”, SEEP Network Working 

Group Papers, (http://www.seepnetwork.org/files/691_PovertyLendingWoller.doc) 

[48] Wydick, W. Bruce,1999a, Credit access, human capital, and class structure mobility, The Journal of Development Studies 

55, 131-152 

[49] Wydick, W. Bruce, 1999b, The effect of microenterprise lending on child schooling in Guatemala, Economic Development 

and Cultural Change 47, 853-869. 

[50] Wydick, W. Bruce, 2002, Microfinance among the Maya: Tracking the progress of borrowers, Development and Change 

33, 489-509. 

[51] Wright, Graham 2000, Microfinance Systems: Designing Quality Financial Services for the Poor. London: Zed Press; Dhaka: 

University Press Limited.  

[52] Yunus, Muhammad 2002, Grameen Bank II: Designed to Open New Possibilities. Dhaka: Grameen Bank. [Available at 

www.grameen-info.org/bank/bank2.html.]  

[53] Wright, Graham. 2000, “Optimising Systems for Clients and the Institution.” MicroFinance Systems: Designing Quality 

Financial Services for the Poor. University Press and Zed Books, forthcoming.  

[54] Zaman, Hassan. 1998. “Who Benefits and to What Extent? An Evaluation of BRAC’s Micro-Credit Program.” D.Phil., 

Economics, University of Sussex.  

[55] Bangladesh” (July). Policy research working paper no. 2145, The World Bank. Washington, D.C.: The World Bank.  

[56] Zaman, Hassan 1998. “Can mis-targeting by justified? Insights from BRAC's micro-credit programme”, IDS Bulletin 29 (4), 

October.   

[57] Zaman, H., S. Rahman, S. Hussain, and M. Rana. 1996. “Profitability of BRAC-financed Projects: A Study of Seven 

Microenterprises in Matlab.” BRAC-ICDDR, B Working Paper no. 7. Dhaka, Bangladesh: Bangladesh Rural Advancement 

Committee (BRAC) and International Centre for Diarrhoeal Disease Research (ICDDR).  

[58] Zeller, M., Sharma, M., Henry, C., Lapenu, C., 2001 (June). An operational Tool for Evaluating Poverty Outreach of 

Development Policies and Projects. Food Consumption and Nutrition Division, International Food Policy Research 

Institute, Discussion Paper N° 111, 45p. 


