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ABSTRACT
International agencies have stated public health goals to advance human development in the world’s poorest populations by 2015.  Of the 1.3 billion people living in poverty, 70 percent are women and girls. These women are also at greater risk for ill-health due to gender discrimination, compromised health knowledge, and limited access to health care services. 
In developing countries, women are often excluded from participating in labor markets, because of traditional expectations for engaging in housework and caretaking of children. As a result they have lower economic productivity, do not generate incomes, and rarely possess assets. Poor women’s extreme poverty negatively impacts their socioeconomic welfare and health. Worsened states of health in turn decrease their potential for economic productivity. For these reasons, women are prime targets for poverty alleviation programs. 
Traditional financing systems and aid programs have not been successful in reaching poor women. Microfinance presents an alternative approach to tackling poverty through lending individuals small amounts of credit, known as microloans, to invest in business ventures. Borrowers of microloans experience an increase in available income, which leads to improvements in their livelihood and household wellbeing. Today, women are the primary recipients of microloans worldwide. 
In addition, microfinance programs are well positioned to promote health, because healthier borrowers are able to produce higher returns on loans. Programs that deliver health interventions have lead to significant improvements in participants’ health. Specifically, the addition of health education to microfinance programs has demonstrated improvements in various health indicators, such as HIV spread, gender-related violence, and children’s health and nutrition. 
Some programs have also been successful in connecting borrowers with health care resources, such as primary and prenatal care, but require greater funding and infrastructure than these countries can deliver. Further research and development are needed to expand efforts to promote health through microfinance. Additionally, progress is needed for establishing microfinance programs in remote communities, such as those in sub-Saharan Africa.
Microfinance programs are an important focus for public health officials concerned with human development, because of their potential to alleviate poverty and promote health for the world’s most vulnerable populations. 
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[bookmark: _Toc396238069]1.0 INTRODUCTION: THE ROLE OF WOMEN IN ECONOMIC DEVLEOPMENT
The United Nation’s (UN) Millennium Development Goals (MDGs) aim to reduce extreme poverty, improve education, and promote human rights globally by 2015 (Leatherman 2010). The 2002 UN World Summit on Sustainable Development stated as one of its goals a 50 percent reduction in total number of people living under $1 (U.S.) per day by 2015. Societies in which poverty is endemic usually have an uneven distribution of wealth (ICDF 2002). This disparity in capital is exacerbated by a phenomenon known as the “feminization of poverty” (Moghadam 2005). This term refers to the increasing proportion of the world’s poorest populations that consists of women and girls. The number of women living in extreme poverty increased by 50 percent between the 1970s and 1990s, reaching 560 million in 1992 (Moghadam 2005).  Today, it is estimated that 70 percent of the world’s 1.3 billion people living in poverty are women and girls (PCI 2014). 
The majority of these women live in the developing nations of sub-Saharan Africa and Asia, where social norms supporting gender inequity are the strictest (Moghadam 2005). Inequalities in education, employment, and income between men and women are widespread in such countries (Cuberes 2011). The combination of gender inequity and poverty leads to a number of negative consequences for the wellbeing of women and girls. According to the WHO, men in developing countries generally have higher rates of mortality than women for all causes including injuries, noncommunicable disease, and infectious parasitic diseases. However, this trend is reversed for death caused by maternal, perinatal, and nutritional conditions. In Africa, 1.5 female deaths occur for every 1 male death, ages 15 to 59 years due to these causes (WHO 2004). This can be attributed to gender discrimination present in low income societies, where females are less likely to receive adequate medical care, food, and social services (Sen 1990). 
From an economic perspective, inequity can be viewed as a source of market failure that produces negative consequences on the aggregate productivity of a society (Cuberes 2011). Eliminating barriers to economic participation is critical for improving poor economies, as the unequal distribution of financial resources limits women’s capacity to contribute to and benefit from processes of development (United Nations 2009). Analyses suggest that facilitating female labor participation and productivity could increase economic output as much as 25 percent in certain countries (Cuberes 2011).
Additionally, women’s lower productivity is linked to ill-health. Women’s limited ability to accumulate assets reduces their ability to make decisions in the household, often in matters relating to health (Kulkarni 2011). Their compromised decision-making often leads to lower investment in their children’s nutrition, education, and health. Intrahousehold inequity is also linked to higher fertility and accelerated spread of HIV (Cuberes 2011). Thus, there is a significant connection between improving women’s economic productivity and attaining advances in human development, including health.
This paper explores microfinance as a mechanism for improving women’s access to credit, and the ability of microfinance to promote health in poor societies. Microfinance initiatives (MFI) attempt to break the cycle of poverty through providing poor individuals with loans to invest in small business ventures. The resulting increase in productivity allows women to generate incomes that can improve their access to basic necessities, education, nutrition, and health care services. In turn, this reduces maternal and infant mortality, improves the wellbeing of women and their children, and ultimately reduces poverty (Stotsky 2006).   
[bookmark: _Toc396238070]2.0 THE ROLE OF MICROFINANCE IN DEVELOPMENT
[bookmark: _Toc396238071]2.1 Traditional Financing Structures are Inadequate in Serving the Poor
The presence of capital is critical for economic development in low income countries. As discussed below, traditional financing structures are costly and inadequate in serving poor clients. International and government agencies for poverty alleviation are common. However, for a variety of reasons, little of their funding is targeted directly to poor individuals (ICDF 2002).  
	Additionally, banks have been unsuccessful in serving poor populations. Commercial banking for the poor has not been widely developed due to the limited profit banks make in processing small loans (microloans). Administrative overhead costs for processing a microloan can range from 15 percent to 40 percent of the value of the loan. Poor people present a higher risk of default, have limited saving practices, and lack assets to secure loans (ICDF 2002). Banks also lack information on their financial history to evaluate the risk of lending to poor borrowers (Améndariz 2005). If poor individuals are included in the overall borrowing pool, banks would have to raise the average interest rate to account for unknown risks of default. Low risk individuals would be unlikely to borrow at these inflated rates, leaving only risky borrowers in the market for loans. As a result, governments impose restrictions on banks for charging inflated interest rates, making it infeasible to lend to poor people (Améndariz 2005). 
With banks playing a limited role in lending to the poor, moneylenders have dominated as the primary source for financing to these individuals. Moneylenders have the advantage of being knowledgeable members of the community. They utilize “insider” information to determine whether individuals are likely to repay their debt and lend to them upon this basis. This access to information about borrowers has allowed moneylenders to be more successful in lending than commercial banks (Améndariz 2005). However, financing by moneylenders is unregulated and costly. Traditional moneylenders charge interest rates between 134 percent and 159 percent, leaving many poor borrowers in persistent debt (Améndariz 2005).	
[bookmark: _Toc396238072]2.2 Exclusion of Women from Traditional Financial and Labor Systems
The feminization of poverty is strongly tied to dominant economic and social policies that impact trends in women’s employment, wages, and household leadership. In most traditional and low-income societies, men are the primary financial decision-makers. Patriarchal structures within the household reduce women’s bargaining power and influence over financial decisions (Moghadam 2005). Women also have historically been prohibited from owning assets, such as land (Moghadam 2005; Stotsky 2006). Thus, poor women are more likely than poor men to face significant barriers to accessing financial resources that would allow them to invest. Generally, poor women also have lower rates of literacy, which makes it difficult for them to understand and attain financial resources (Women’s World Banking 2011).
	Employment opportunities for women are often limited. In many societies, women are expected to engage in unpaid household work and to take care of children (Moghadam 2005). A majority of the world’s poor women also live in rural environments, and face additional challenges to mobility and accessing social networks (Women’s World Banking 2011). Traditional financial systems have not been able to adapt to the unique circumstances presented by poor women to adequately serve them as clients.
[bookmark: _Toc396238073]2.3 Introduction to Microfinance: Grameen Bank Model
Microfinance programs provide a strategic means of delivering credit to poor people (ICDF 2002).  As discussed above, traditional methods of financing in low income countries are often inaccessible or too costly for poor individuals. Microfinance has shown to be a successful alternative in serving poor populations. Generally, microfinance is a collection of banking practices that provide small loans without collateral. 
These microfinance programs emerged in low-income nations, including Bolivia and Bangladesh, in the 1980s revolutionizing the model of traditional banking. These pioneering initiatives of the microlenders aimed to improve poor individuals’ access to capital without relying upon state-run organizations that are often inefficient and corrupt (Améndariz 2005). Research funded by the World Bank found a substantial reduction in poverty through microfinance initiatives in Bangladesh (Leatherman 2010). Four decades after its initiation, microfinance now provides financial services to 155 million households worldwide through 3,500 institutions. The United States Agency for International Development (USAID) estimates that 34 million of these individuals qualify as extremely poor, often living in undeveloped and isolated locations (Leatherman 2010). 
Microfinance is championed as the “win-win” economic model that transformed previously “unbankable” individuals into viable financial clients. It accommodates for poor borrowers’ lack of collateral through group lending structures and building upon existing community ties (discussed below).  Microfinance operates by linking public and private providers to supply loans, business training, and financial management to borrowers. These activities are financed by the interest borrowers pay on the loans (Leatherman 2010). The interest rates are considerably lower than those offered by moneylenders. Mircrofinance programs assist in building a cash economy, in which individuals are financially informed and capable of building credit (ICDF 2002). 
[bookmark: _Toc394045684][bookmark: _Toc396238074]2.3.1 Grameen Bank
Grameen Bank emerged in Bangladesh in the 1970s and is the most renowned model of microfinance. Its founder, Mohammed Yunus, envisioned banking as a tool for social justice. In 1971, Bangladesh gained its independence from Pakistan. At this time, 80 percent of the country’s population was living in poverty. Mohammed Yunus was teaching as an economics professor at Chittagoing University in southeastern Bangladesh. Surrounded by destitute conditions and famine, he was disillusioned by his career as an economist and was motivated to introduce change. Yunus began a series of microloan experiments, in which he would lend $25 to poor individuals. The intent of the loan was to fund small businesses consisting of commonplace trades such as bamboo weaving and rice husking. 
He was struck by borrowers’ ability to establish profitable businesses and their high repayment rates on the loans. He continued this venture until it grew so large that it was no longer feasible for him to support with his own financial resources (Améndariz 2005). In 1976, Yunus approached the country’s central bank, Bangladesh Bank, and requested its assistance in setting up a branch focused upon banking for the poor. The alliance formed the Grameen Bank. In a few years, Grameen Bank quickly expanded with the establishment of branches across the nation. Today, Grameen Bank serves 8.6 million members, of which 8.3 million are women. Since its inception, the bank has disbursed $15.7 million to poor borrowers (Grameen Bank 2014). Thousands of microfinance institutions today mimic the structure of Grameen Bank. In 2006, Mohammed Yunus was awarded the Nobel Peace Prize for his work (Améndariz 2005).
[bookmark: _Toc394045685][bookmark: _Toc396238075]2.1.2 The Group Lending Model
One of the core strengths of the Grameen Bank model is its focus upon “joint liability” or group lending of microloans. The group model overcame the restrictions that historically inhibited lending to poor. As discussed, poor individuals often lack collateral or some form of assets. In traditional banking, loans are secured by banks through the presence of assets (Améndariz 2005). The absence of assets is a large contributor to the cycle of poverty individuals are unable to escape. 
[bookmark: _Toc394045686]Because collateral is largely unavailable, microbanks hold borrowers accountable through a group lending structure. Under this model, voluntary groups of five individuals or more form, all of whom are seeking loans. This group is referred to as a “center.” The loans are disbursed to each individual, but the whole group is accountable for its repayment. Loan repayments are made in weekly installments, which lower the risk of default. If one individual defaults on her loan and is unable to resolve the debt, the center assists in repayment of the loan. If the debt remains unpaid, the entire group is denied further credit. The group model creates accountability by capitalizing upon existing ties between individuals and their communities. It encourages members to monitor one another to responsibly repay the loans. If loans are repaid, then borrowers are given the opportunity to apply for increasing amounts of credit to undertake larger investments (Améndariz 2005). This model reduces the transaction costs for the organization administering the loan, which lowers the interest rates and in turn reduces the overall default rates (ICDF 2002). 
[bookmark: _Toc396238076]2.1.3 Significance of Female Borrowers
In the early pioneering years of Grameen Bank, Yunus realized that women were an important group to target for microloans. He found that women made more profitable investments and that they were more likely to repay their loans than men. Today women are the primary recipients of microloans, comprising 96 percent of the borrowers at Grameen Bank. Women make up approximately 70 percent of the borrowers in microfinance institutions worldwide (Améndariz 2005; Grameen Bank 2014; Women’s World Banking 2011).
As discussed above, there are many reasons to lend to women. Poor females are most vulnerable, because they suffer from poverty and gender discrimination (Kristoff 2010). Thus, if women become more productive, through borrowing and investing, it is possible that their value in society will increase. Additionally, microfinance programs can maximize their impact by lending to women. Empirical evidence indicates that poor women have stronger preferences for saving, make greater investments in their children’s wellbeing, and have less risky spending behaviors than men (Stotsky 2006). Studies have indicated that in developing countries, a poor man is ten times more likely to spend money upon alcohol, prostitutes, candy and sugary drinks. A woman is more likely to invest the money in education, especially for female children, household necessities, and small business ventures (Kristoff 2010; Stotsky 2006). 
[bookmark: _Toc396238077]3.0 THE IMPACT OF MICROFINANCE ON WOMEN
[bookmark: _Toc396238078]3.1 The Ability to Adapt to Poor Women’s Needs
Traditional financial institutions have been socially, economically, and physically inaccessible to poor women. Microfinance programs are accessible to poor women, because they establish locally in underprivileged communities. 
MFIs can also adapt to the native economy by supporting existing gender-specific trades. It is advantageous for microfinance programs to do so, because the funds would support projects that capitalize upon women’s existing skills. Furthermore, their families are less likely to object to women borrowing funds or working outside of the home if they are still adhering to traditional roles (Women’s World Banking 2011). 
The author conducted an interview with the manager of a microloan program established by the Nyadire Mission group based in Zimbabwe. This program is an example of a microfinance initiative that finances business ventures that align with existing gender roles. The microloan program is funded by donations and the interest paid by borrowers. Currently, it distributes loans to 23 individuals; 12 of which are women. Half of the women invested their loans in clothing production and catering, while the remaining six invested in agricultural production of poultry. The men also invested loans in other agricultural products, including beans, beef, and fish, but they also invested in hatchery (cultivating eggs), transport, and irrigation (C. Billerbeck, personal communication, July 29, 2014). 
[bookmark: _Toc396238079]3.2 The Direct Benefits to Participants
Some community-based lending programs integrate educational components, providing participants guidance in making their investments. Borrowers may receive financial and technical training to support the development of their business ventures, which ultimately improves their loan repayment (ICDF 2002). Currently, some microfinance initiatives assist borrowers in attaining “lifecycle products,” such as savings and health care insurance to build long-term financial stability (Women’s World Banking 2011). 
As discussed, participation in microfinance endeavors improves women’s labor productivity and economic contribution, and has immediate effects on the growth of income and the financial independence of the borrower. The generation of income and control over assets improves women’s bargaining power in the home, influencing essential financial decision-making and overall household welfare (Revenga 2012). An example of a MFI from the Phillipines, Tulay sa Pag-unlad Inc. (TSPI), reported the percentage of its female borrowers that became the primary manager of her household’s funds increased from 33 percent to 51 percent. Another MFI in Nepal found that the number of its borrowers that were able to purchase necessities, such as groceries without the involvement of their spouses increased (Kulkarni 2011). 
A study comparing 34 microfinance programs from various countries assessed the direct impacts of microfinance programs on women. Thirteen out of 17 programs reported that participants’ household income increased. Other programs reported increased expenditure on food, improvements in housing, and a positive impact on school enrollment for participants’ children. Some programs reported a growth in participants’ ownership of fixed assets, such as land (Muriel 2008).
[bookmark: _Toc396238080]4.0 MICROFINANCE AND HEALTH PROMOTION
There is a strong interdependency between health and poverty. Ill-health compromises an individual’s capacity to work and generate income. This can lead to depletion of household assets, increasing poverty and susceptibility to future financial shocks (Health Poverty Action 2014). As discussed, poverty furthers an individual’s risk for morbidity and mortality. Thus, there is an important relationship between the viability of a microfinance program and the health of its participants. Healthier clients are able to be more productive. As a result, they are more profitable and can produce higher rates of return on investments (Leatherman 2010). 
[bookmark: _Toc396238081][bookmark: _GoBack]4.1 Microfinance as a Gateway for Health Care Delivery
In developing countries, poor people have higher risk of life-threatening disease due to lower levels of health awareness, lack of proper health information, and the unaffordable costs of health care (Kulkarni 2011). As mentioned above, women are often deprived of nutritious food and adequate health care which furthers their health risks. MFIs provide services directly to underprivileged and rural women. These individuals typically reside in remote areas outside the reach of health agencies, where they are otherwise unable to access adequate health care resources (Women’s World Banking 2011). The inability to access medical resources during times of illness has been cited as an even greater determinant of poverty than lacking employment (Health Poverty Action 2014). Microfinance establishments are well-positioned to facilitate health care delivery because of their potential for linking beneficiaries with public and private providers of health care (Leatherman 2010). 
A compelling example of a MFI succeeding in health care delivery comes from a government-funded microfinance organization in Bangladesh called Thangamara Mohila Sabiy Sangha (TMSS). This organization, which originated in the Thengamara village in the nation’s rural Bogra district, largely replicated the structure of Grameen Bank. In Bangladesh, national surveys show that rural women have limited health knowledge and very low use of health care services. According to a survey in 2007, 58.3 percent of women in Bangladesh did not receive any prenatal care during pregnancy, and 70 percent of women assumed such care was non-essential. These reports on poor health knowledge are significant, as 89 percent of deliveries in rural Bangladesh occurred at home. The survey also found that there was a high prevalence of chronic reproductive health problems, which was attributed to the shortage of secondary disease treatment available to poor women (Kulkarni 2011).
TMSS began its MFI in 1986. After some time, it recognized that health care and health education were essential if its program was to be sustained. In 2000, it began delivering primary care services to its members through stationary and satellite primary care clinics. Primary care services included pre- and post-natal care, child immunizations, and health education. It also provided referrals to members, who needed more complex secondary and tertiary care. TMSS was effective, because it aligned its goals with national aims for achieving the Millennium Development Goals (MDGs). It partnered with government providers in offering low-cost care through a strong network of health care centers. It also operated its own hospital and provided transportation services to its members (Kulkarni 2011).
The WHO found that microfinance programs, like TMSS, that offer health interventions, including health care delivery and health education to women have positive health outcomes. It found improvements in the following health indicators: preventive and primary care for children, reproductive health, child nutrition, breastfeeding, HIV prevention, domestic abuse, sexually transmitted disease, and malaria. It also noted that there were significant reductions in child mortality, because health education improved undernutrition and reduced the spread of diarrheal disease, both of which are leading causes of child death globally (Leathermen 2010). TMSS also provides health education in conjunction with health care services in support of the organization’s philosophy that joining microfinance with these services is a more effective method of reducing poverty. Its members receive health education sessions during the weekly loan repayment meetings (Kulkarni 2011).
[bookmark: _Toc396238082]4.2 Providing Health Education through MFIs: IMAGE Study
The IMAGE study is one of the most cited examples of a health education intervention delivered through a microfinance program. This clustered-randomized control trial was conducted in the low-income province of Limpopo in South Africa from September 2001 until March 2005. South African women were known to have poor indicators of health: 55 percent of the HIV population in South African is made of women and girls. At baseline, one out of four women, who enrolled in the study identified as having experienced intimate-partner violence (IPV). The aim of the IMAGE study was to explore the effect of adding a health education component to a microfinance program and its ability to achieve social and health improvements (Kim 2007). 
One thousand four hundred and nine women were assigned to three study groups, including a control group that received no intervention, a microfinance-only group that did not receive health education, and the IMAGE group that received both loans and health education. For two years, members of the IMAGE group participated in weekly discussions and activities around gender-related topics, such as HIV, IPV, and prevalent gender norms. The study was also interested in examining the effect on women’s sense of empowerment, where empowerment is defined as “the process of increasing capacity of individuals or groups to make choices and to transform those choices into desired actions and outcomes.” Of the IMAGE group, 46 women participated in focus groups and post-study questionnaires to evaluate their sense of empowerment, within the context of the intervention (Kim 2007).
The IMAGE group demonstrated measured success when compared to the control and microfinance only groups. When compared to the control group, the IMAGE group showed statistically significant improvements in all defined indicators of economic wellbeing, empowerment, IPV reduction, and HIV risk behaviors. When compared to the microfinance group, the IMAGE group did not show any clear pattern of having greater improvements in economic wellbeing. But the group did report a greater sense of empowerment, as defined by three measures: “power within, power to, and power with.” “Power within” encompasses an improved sense of self-esteem, progressive attitudes, and competence in business and finance skills. “Power to” referred to the women’s’ increased ability for household decision-making. “Power with” related to the gains in social networks and ability for collective action. When compared to the control group, women in the intervention group reported greater autonomy in decision-making, greater valuation by their partners, improved household communication, and better relationships with their partners. They also reported higher levels of participation in social networks (Kim 2007).  
While many MFIs have successfully joined loan programs with health interventions, further research and funding are needed to support similar efforts in smaller microfinance programs. In Bangladesh, the Bangladesh Rural Advancement Committee partnered with the government to combine credit and health services to combat malaria and tuberculosis (TB) (Leatherman 2010). This collaboration was successful, but required large funds and infrastructure. Joint delivery of health interventions is a worthwhile expansion of microfinance programs because of its potential for improving overall health.
[bookmark: _Toc396238083]5.0 CONCLUSION
The 910 million females living in poverty have profound influence on the prospects for development in the world’s poorest regions (PCI 2014). Poor women are especially vulnerable, as they are dually affected by gender inequity and poverty (Moghadam 2005). Women are key actors in economic development: their inclusion in labor participation can substantially boost productivity in low-income countries. Additionally, the welfare of children depends heavily upon the socioeconomic resources available to their mothers. Improving women’s access to resources through income generation can improve the wellbeing of their household, and potentially end the cycle of poverty for their families. 
Microfinance functions through reinventing the way poor individuals gain access to financial resources to invest in small enterprises that allow them to build assets (Améndariz 2005). Microfinance programs are successful in reaching women due to their integration in small poor communities, flexible lending structure, and adaptability to gender-specific constraints. There is still opportunity to improve the spread of microfinance programs to rural women, who are one of the most vulnerable and inaccessible populations. Currently, in sub-Saharan Africa only 3 percent of women participate in microfinance programs. Innovative methods of reaching these individuals, like mobile banking, are being developed but require further exploration (Women’s World Banking 2013). 
Poverty is associated with widespread infectious disease, higher mortality rates, and overall ill-health (Health Poverty Action 2014). Thus, one of the most influential possibilities for extending microfinance programs is through health-related interventions. Microfinance initiatives show promise in being coupled with interventions for health promotion. Some programs have been capable in providing health education with lending programs. However, lower cost delivery channels and greater infrastructure are needed to facilitate health care delivery through MFIs. Additionally, more programs can assist borrowers in building savings and in attaining health care insurance (Women’s World Banking 2013). Through maximizing the resources delivered through microfinance ventures, significant advances in the goals for human development become possible. As such, microfinance should be a focus for further innovation, research, and growth for public health officials.
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