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Course

Overview

This lecture introduces postgraduate students how
microfinance promotes financial inclusion by
providing low-income and underserved
households with access to formal financial services
such as small loans and savings. It highlights how
technological progress, regulatory shifts,
sustainability goals, and equity concerns are
reshaping the sector. The lecture reviews current
challenges and opportunities, discusses emerging
innovations, and suggests future research and
policy directions for strengthening microfinance’s
role in inclusive finance.



By the end of
this course
session,
students should
be able to:
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Understand the

Conceptual
Framework

Course Objectives
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Analyze the
Role of
Microfinance in
Economic
Development

=

Ce]

Assess Financial
Inclusion
Strategies and
Policies

Evaluate
Challenges and
Critiques

[
%
Apply
Knowledge to
Real-World
Contexts



Learning outcomes
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AFTER COMPLETING THIS DEFINE AND INTERPRET KEY MODELS ASSESS ECONOMIC AND
LECTURE, LEARNERS DIFFERENTIATE AND THEORIES SOCIAL IMPACT
SHOULD BE ABLE TO:

EVALUATE POLICY AND APPLY ANALYTICAL IDENTIFY EMERGING CRITIQUE CHALLENGES
REGULATORY THINKING TRENDS AND LIMITATIONS
FRAMEWORKS



Lecture Outline

Evolution of Microfinance

The Financial Inclusion Agenda
Key Challenges & Tensions
Digital Transformation & FinTech
Governance and Ethics

Future Directions and Policy




Introduction
I to Financial
Inclusion

@

Access to affordable financial
services for all.

Services: savings, credit,
payments, insurance.

Goal: economic
empowerment and poverty
reduction.

Global initiatives: G20, IMF,
World Bank, Global Findex.



What is Microfinance?

Provision of small-scale financial
services to low-income clients.

Includes: microcredit,
microsavings, microinsurance.

Origin: 1970s (Grameen Bank,
Bangladesh).

Focus: group lending, social
collateral.




Evolution: From Microcredit to Inclusion

=

SHIFT FROM CREDIT ACCESS INCORPORATION OF FROM POVERTY
TO HAVE COMPREHENSIVE TECHNOLOGY AND DIGITAL ALLEVIATION TO FINANCIAL
INCLUSION. TOOLS. EMPOWERMENT.



Question:

What is the role of Microfinance in your

community?




Why Microfinance Matters

Empowers small entrepreneurs.
Promotes women’s economic participation.

Enhances community development.
Reduces reliance on informal lenders.




Measuring Financial Inclusion

==

INDICATORS: ACCOUNT OWNERSHIP,
CREDIT USAGE, SAVINGS FREQUENCY,
INSURANCE ACCESS.



Key Challenges in
Microfinance

High operating costs.

Limited scale in rural areas.
Over-indebtedness.

Mission drift.

Weak governance and regulation.




Over-Indebtedness and Risk
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CLIENTS BORROWING DEFAULT RISK AND NEED FOR STRONGER
FROM MULTIPLE MFIS. COLLECTION ETHICS. CREDIT INFORMATION
SHARING.



Gender and
Equity Issues

Women often are target clients,
but gender gaps persist.

Barriers: property rights, literacy,
cultural norms.

Empowerment vs burden of debt.

Inclusive design and gender-
sensitive regulation.




Financial Literacy

Essential for responsible use of
financial services.

Improves budgeting, savings,
repayment.

Lack of literacy misuse and
defaults.

Integration of training with
financial products.




Regulatory and Institutional Issues

* MFIs often operate under weak
regulation.

* Deposit-taking MFIs need prudential
oversight.

* Risk of regulatory arbitrage.
 Consumer protection is critical.



Digital Transformation
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Rise of mobile Digital credit, Lower transaction Instant credit
money (e.g., M- wallets, and online costs, broader decisions using
Pesa). lending. reach. alternative data.




FinTech Opportunities

EXPAND OUTREACH PRODUCT PARTNERSHIPS
AT LOW COST. INNOVATION (E.G., BETWEEN MFIS AND
MICRO-INSURANCE). FINTECHS.



FinTech

Risks




Case Study: M-Pesa
In Kenya

* Mobile money transformed payments
ecosystem.

*  Over 80% of adults use M-Pesa.

* Enabled micro-saving and credit
expansion.

e Challenges: digital literacy, data
security.




Emerging
Innovations

Blockchain for transparency.
Peer-to-peer lending.
Micro-insurance via mobile
platforms.

Green microfinance (solar loans,
clean energy).




Ethical and Governance Concerns

High interest rates
and profit
motives.

Client privacy and
data misuse.




The Role of Government and Regulation

ENABLE INNOVATION PROMOTE BUILD CONSUMER
VIA SANDBOXES. INTEROPERABILITY AND TRUST THROUGH
FAIR COMPETITION. SUPERVISION.



Institutional Sustainability

¢ £
FINANCIAL SELF- SOCIAL IMPACT INVESTORS ESG METRICS FOR
SUFFICIENCY VS PERFORMANCE AND BLENDED MFIS.

SUBSIDIES. MEASUREMENT. FINANCE.



Inclusive Finance
and Poverty
Reduction

Links to SDG 1 (No Poverty) and SDG 8
(Decent Work).

Access to finance improves resilience.

Empirical evidence: mixed but
promising.
Complementary policies needed.




Future Research

Directions
Gre.er.l and L= 7 Impact of Al
digital : :
. : on financial
microfinance
) access.
synergies.
Gender- Measuring
sensitive long-term
inclusion / welfare
metrics. \  effects.
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Policy Recommendations

Strengthen Foster innovation Improve MFI Promote gender

consumer responsibly. governance. and rural inclusion.
protection and

literacy.




Key

IELGEWENR

Microfinance is
evolving through
fintech.

Ethics and
regulation are
central.

Inclusion must
balance access,
fairness, and
sustainability.

Future is hybrid:
digital and human-
centered finance.



Discussion & Q&A

‘ \
What are current Has fintech improved
trends in your

, inclusion or created
country’s |

. : new risks?
microfinance sector?

How can we make
inclusion
sustainable?



* Arora, B, Singhal, A., & Kanya Gurukul
Mahavidyalaya. (2013). A comprehensive
literature on impacts of microfinance. In
Proceedings of the Conference on Microfinance
and Development.

e Brau, James C. and Woller, Gary M. (2004)
"Microfinance: A Comprehensive Review of the
Existing Literature,” Journal of Entrepreneurial
Finance and Business Ventures: Vol. 9: Iss. 1,

pp- 1-28.
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Thank you
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