
MACRO CRISIS, MICRO SOLUTIONS?
ON MICROFINANCE AS A LEVER AGAINST POVERTY

UCSIA U-turn series – Webinar 

9 February 2021

Cécile Lapenu



3 main questions today!

• How effective is microfinance in the fight against poverty?
• Can it cope with this sort of crisis?
• Does microfinance need to be revisited?



https://cerise-spm.org

Presenter
Presentation Notes
Created in 1998, French NGO CERISE believes that finance can be responsible, ethical and inclusive, when actors are committed to measuring and managing their social performance. 

Founding members: five French organizations specialized in microfinance
Partners:  MFIs, networks, TA providers, investors, donors, researchers, worldwide
Working areas: impact and social  performance, governance, rural and agricultural finance.           




How effective is microfinance in the 
fight against poverty? 



How does it work?

High impact

• A microcredit in an emerging country : from 30 to 5000 €

• A microcredit in a developed country : from 2 000 to 20 000 €

A small loan provided to a low-income person, excluded from
traditional financial sector

Loan is usually invested in income-generating activities in order
to improve the livelihood of  the clients

Small amount



A model of social business: 

+ Double 
bottom-line=

Social impactBanking process

Social and Financial 
PerformanceBUT 

• The role of Microfinance: overpromised to start with on the fight against poverty

• It helps in consumption smoothing and support economic activities



Changing perceptions of microfinance

It’s no longer taken for granted 
that just because you are doing 
microfinance, you are doing 
“good”!

Nor is it enough to say you have a social mission…because 
having a mission is not the same as achieving it. 
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And this is where social performance comes in



 Simple financial services : micro loans, loans
for SMEs, savings, micro insurance

 Flexible repayment schedules

 Sometimes you need to form groups to get a 
loan

 Covering basic needs : productive, housing, 
education… 

 Low financial cost, adapted to clients’ needs
(accessibility)

 Non-financial services : health, business 
development and financial literacy trainings, 
gender empowerment trainings…

Products and services: Need to propose a wide
range of adapted products to answer to different needs
and preferences



The underlying hypothesis of social performance
Need to ensure balanced management: social 
objectives and financial sustainability

Strong commitment and effective management to 
the social mission will lead to better and positive 
impact on the clients/end-beneficiaries

Financial 
performance

Social 
performance
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The main hypothesis of this, is that a strong commitment and effective management to the social mission will lead to better and positive impact on the clients. 

The graphic on the left represents the “traditional” way of doing business, in which an institution claims to have a social mission but places more management focus on the financial performance of the institution. 

Financial service providers that have a double bottom line cannot know whether they are meeting the social goals set out in their missions without deliberately assessing their social performance. Yet, as depicted here on the left, the common management practices and performance measures in the inclusive finance industry focus almost exclusively on an institution's financial performance. As a result, financial service providers are generally well aware of their financial positions, and have a range of financial data available to guide their strategic decisions, but have no clear idea of how they are performing against their social goals or what steps they would need to take to improve their social performance.  

The graphic on the right represents the current understanding of how an institution achieves sustainability and positive client outcomes. A balanced approach allows the institution to pursue financial goals while also benefitting clients. This includes setting clear goals for social performance, incorporating those goals into your business plan, training employees on social performance and creating positive incentive structures to promote social outcomes.  




Social Performance: The effective translation of  an institution’s mission into 
practice in line with accepted social values.

Social Performance Management (SPM): the implementation of  management 
practices that put into practice the social mission of  the institution.

⇒ wide range of  tools and approaches now to guide MFIs to reach their social 
goals and protect their clients

ImpactIntent
Internal 
systems Outputs Outcomes

[-----------------PROCESS--------------------------]   [----------------RESULTS-------------]

Social Performance Management

Impact Assessment

What do we mean by social performance? 
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CERISE’s definition of SP comes from the Social Performance Task Force, a working group of microfinance leaders, including practitioners, networks and donors. The SPTF was formed to clearly define social performance and come up with a set of indicators to monitor SP: this are the Universal Standards of Social Performance Management. 

The definition of the SPTF of SP includes the “MINIMUM STANDARDS” and social responsibility of MF, this means that SP goes a step forward from “DO NO HARM” to “DO GOOD”. 

So, social performance is defined as the effective translation of an institution’s mission into practice in line with accepted social values that relate to:
Reaching the target market: Outreach to the target population. Serving increasing number of poor and excluded people sustainably: expanding and deepening outreach to poorer people 
Appropriate services that meet client needs: Improving the appropriateness AND quality of financial services available to the target clients through the systematic assessment of their specific needs
Social responsibility: In addition social performance is concerned with the way in which an organization does business in relation to norms and expectations of its staff and the community. It is therefore concerns with improving the social responsibility of the MFI in relation to its employees, clients, the community in which it operates and the environment. 


This arrow represents the social performance pathway—the different aspects of social performance and how they come together. 
Intent refers to the institution’s mission—what it intends to do to reach its social goals
Internal systems and activities refers to everything inside the institution—all that it does to make sure the mission is achieved;
Outputs are different from outcomes 
OUTPUT = what services are delivered, of what quality, to whom – breadth and depth of outreach. Are the products designed to meet client’s needs?
OUTCOME = what changes can be observed – eg. businesses grow, incomes increase, skills increase?
IMPACT = (wich is different from SP) refers to the set of changes that can be directly attributed to the Financial Service Provider (whether intentional changes or not). The longer term sustainable changes as a result of the outcomes (for instance: is there a poverty reduction?  What are the unintended consequences?

Why talk about social performance instead of impact? Because measuring impact is very hard and requires many resources and advanced technical capacity, and a lot of time, which MFIs often do not have. The impact is measured from external information to the MFI (the economic situation and profile of the client, of non-clients). It is difficult to evaluate the impact, since there are other factors that can also condition the changes in the life of an individual (factors external to the MFI, such as natural disasters, the death of a relative, the economic situation of the country, etc). So: Rather than PROVE microfinance can create change, social performance aims to IMPROVE the institution’s capacity to achieve their social mission

So, Social Performance Management (SPM): is the implementation of management practices that put into practice the social mission of the institution.

SPM is a set of management practices that create a sustainable, client-centered institution.  The mission is to improve client well-being.  Management decisions focus on achieving this mission.  The client is the center of operational and product decisions.




How effective is microfinance in the fight against poverty? 

• Improved customer loyalty

• Less loan default / less
overindebtedness

• Improved reputation

With a strong SPM, an institution is more likely to have 
loyal staff, loyal clients, and better impact but not 

necessarily poverty reduction

• Less staff  turnover

• Better data to make
decisions

• Better changes in clients' 
lives
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Academic research has not confirmed this…for all the reasons we just saw: impact is hard to measure! But efforts underway to better track outcomes. 

But there is research showing the business case for social performance


Wich are the benefits of good social performance management? 

SPM is also important for the potential benefits it can bring to financial service providers. To begin, there is a possible correlation between SPM and improved business outcomes.  For example, tracking and using social performance information to tailor products and services to clients' needs and preferences can not only improve the usefulness of those products and services for clients, but it also can increase client retention rates for the institution. 

[ON CLICK]
Additionally, offering products and services that meet clients’ needs can reduce the probability of default due to client over-indebtedness. 

[ON CLICK]
An additional potential benefit is improved reputation – positive word of mouth helps an institution expand its client base.  

[ON CLICK’
Good SPM has also been shown to correlate with decreased employee turnover.  Employees are motivated by working for an institution that creates benefits for clients and a supportive working environment for employees.  Lower employee turnover means the institution has to spend less on recruiting and training new personnel. 

[ON CLICK’
Furthermore, data on social outputs and outcomes, can be powerful a powerful tool for strategic planning, operational decision making, and more effective marketing.  Tangible indicators of achievement can help attract funding from socially minded investors and donors.

[ON CLICK]
Additionally, institutions with strong SPM can improve client outcomes. Well designed products can help clients cope with emergencies, invest in economic opportunities, build  assets, and manage their daily and life cycle financial needs. 

[ON CLICK]
Finally, for institutions that are truly committed to their double bottom line, the most important benefit of SPM is that it helps them achieve their social goals. Time and time again, we find that institutions tell us that when they first analyzed their progress toward their mission, they learned that they were very far indeed from achieving their social goals. 

For example, many institutions who thought they were serving the poor realized, once they started to measure and monitor the poverty levels of their clients, that the majority of their clients did not fall within the institution’s target client population.  

On the other hand, the institutions that are very deliberate in how they implement SPM and have been for years, are the ones with real data showing not only that the clients they reach are their target clients, but also that these clients have experienced positive outcomes after several years with the institution.   

In short, balancing financial and social performance management and strong SPM are essential to achieving the goals that inspired you to work in financial inclusion. 





Can it cope
with this sort 
of crisis? 



A platform for social 
change

• Information, support to the 
last mile
• built to cope with risks and 
crisis (savings in particular) 

https://blog-brac-net.cdn.ampproject.org/c/blog.brac.net/how-brac-microfinance-is-responding-to-the-coronavirus-outbreak-in-
bangladesh/amp/



Coordination among stakeholders

• « Client interview tool »: a joint 
survey rapidly conducted: 
understand the differences of 
impact among clients, and take
informed decision to adapt a 
response, pushed by 
coordination of investors

• MOU and plegdes among
investors to collectively answer
to the crisis and adapt answers
to the situation of the 
microfinance institutions

High level of reactivity observed : 



©: D. Maurel

Does microfinance need 
to be revisited?



Needs for next steps
• No sector can remain the same in this challenging, evolving environment

• More coordination of actors to face the crisis: investors, TA support, regulators (avoiding
over reaction but ensuring client protection)

• Scale / digital transformation to reach more clients

• Knowing more about clients/outcomes/actual changes, to make sure products and 
services answer their needs and preferences – Link with the SDG 

• Promoting savings, insurance, and green products as a way to make clients more 
resilient to the next crisis

=> Next agenda for the Social Performance Task Force and CERISE as well as key 
players promoting coordination: European Microfinance Platform (e-MFP), DFIs, etc.



Thanks, and let’s discuss!!

c.lapenu@cerise-spm.org
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