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Thirty-five-year-old social 
entrepreneur Geoff Davis 
sits at a tidy desk on a 

pleasantly sun-drenched 
Northwest morning. Behind 
him, a map of the world is fixed 
to the wall, and a bookshelf 
nearby is lined with tomes with 
titles such as The End of Poverty, 
Give Us Credit and The Fortune at 
the Bottom of the Pyramid. He’s recounting a moment several years ago that 
changed his perspective on poverty in the world.

Davis was in Mexico, where he’d started a program to issue loans to 
entrepreneurs in need. He recalls of his initial experience: “The first woman 
who comes in says, ‘I would like a $35 loan.’ And I say, ‘How can you make 
money with $35?’ And she says, ‘Well, I want to buy a thermometer.’ ” The 
woman then explained to a bemused Davis that she sold goat cheese in the 
market and wanted to increase her profits by selling pasteurized cheese, which 
typically sold for twice the price of cheese that had not been pasteurized. To 
pasteurize the cheese, she needed a specialized thermometer. 

“So,” says Davis, “we gave her the loan, and she bought the thermometer 
and started to sell her cheese. And I saw her a few weeks later. And every time 
I’d seen her she was wearing the same outfit—same clothes, same shoes—
totally worn out. … So I said, ‘How’s it going?’ And she said, ‘Great. I’ve 
doubled my income from 75 cents per day to $1.50 per day.’ So, I said, ‘You can 
probably afford a new pair of shoes? A new dress?’ And she just looked at me 
like, ‘Kid, you don’t understand.’ ” 

The woman then proudly announced, “When school starts in the fall, I’m 
going to be able to afford bus fare, and I’m going to be able to afford the school 
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supplies, and I’m going to be able to afford 
school uniforms to send my first child—ever—
to school.”

“That’s when it stopped being theoretical,” 
recalls Davis, who now serves as president and 
CEO of Unitus, a Redmond, Washington–
based nonprofit that assists microlending 
institutions worldwide.

Welcome to the world of microfinance.
The concept of microfinance—providing 

small loans to impoverished people who are 
self-employed—has been around for years but 
gained attention among the general public 
with last October’s announcement of the 
Nobel Peace Prize awarded to Muhammad Yunus and the Gra-
meen Bank he founded more than three decades ago. In 1974, 
Yunus met a woman in an impoverished Bangladeshi village who 
earned her living making bamboo stools and regularly had to 
borrow the small sum required to purchase her raw materials—
often at a rate of 10 percent per week; the equivalent of 520 
percent a year. By the time she’d paid her interest, she was left 
with just a minuscule profit, barely enough to keep her at a 
subsistence level. From this meeting, Yunus was inspired to try an 
experiment of sorts: He loaned the equivalent of $27, out of his 
own funds, to a group of 42 basket weavers. Much to his surprise, 
every cent was paid back. 

Today, Grameen Bank is a leader in the microcredit industry, 
with 2,381 branches spread across more than 75,000 rural villages, 
and more than $6 billion loaned since its formal inception. It is 
owned by its borrowers, 97 percent of whom are women. 

Yunus’ work has helped to open the door to a new model of 
fighting poverty. More than 100 million people have used micro-
credit. And now, organizations such as Unitus are working to 
extend microlending’s reach even further. Unitus, for example, has 
partnered with 13 microfinance institutions (MFIs) in Argentina, 
India, Indonesia, Kenya, Mexico and the Philippines and provides 
them with capacity-building grants, assistance in establishing credit 
with local banks and strategic consulting, as well as access to equity 
investment from third parties. Currently, Unitus partners have 
more than $149 million in 
loans outstanding and claim a 
161 percent growth rate—in 
terms of total clients—in the 
last year. 

Of course, at first glance, 
those examining the concept 
of microlending might ask: 
Why not simply donate, 
instead of lend? Aside from the 
familiar “give a man a fish” 
adage, there are, say some in 
the industry, very concrete and 
practical problems associated 

with the donation model. For starters, there’s 
the issue of supply and demand. Currently, the 
World Bank estimates that more than 18 
percent of the world’s population lives in 
extreme poverty—on less than $1 a day—and 
nearly 48 percent of all people live on less than 
$2 a day. In 2004 that was 2.55 billion of the 
world’s 5.36 billion people. And, Davis points 
out, “There are simply not enough donated 
dollars out there to reach those people.” 

And so, microlending seeks to make up the 
shortfall. Across the microfinance industry, 
there are 10,000 MFIs issuing loans, many of 
them less than $100. More than 95 percent of 

microfinance borrowers pay back their loans—at an average rate 
of interest of 35 percent annually. 

That rate might seem steep to consumers of financial services 
in the United States. But those working in the microfinance 
industry are quick to point out that it’s a far better rate than the 
alternative typically available to these populations—that is, the 
village moneylender, who, according to Unitus, may charge 300 to 
3,000 percent per annum. 

“When you talk about the hundreds of thousands of people 
we’re reaching, they typically have no alternative,” says Bill Clapp, 
co-founder and chairman of the Board of Directors of Seattle–
based Global Partnerships, another nonprofit that’s made its mark 
in the microfinance world. Clapp, a longtime businessman and a 
former Alaska Airlines board member, founded Global Partner-
ships with his wife, Paula, in 1994 after visiting a microcredit 
program in El Salvador and witnessing the poverty there. Today, 
his organization works with 21 MFIs in Latin America and like 
Unitus, seeks to facilitate the industry’s growth. 

According to Clapp and others in the industry, the costs of 
providing microloans can be quite high, due in part to the “high 
touch” nature of administering them. Often, loan officers must 
make weekly or monthly treks to rural, difficult-to-reach areas to 
deliver the loans and collect payments. Furthermore, the cost of 
acquiring capital from local banks can be much higher in the 
countries where these loans are made than in the United States.

Premal Shah, president  
of San Francisco–based  
Kiva.org—launched in 
October of 2005 to provide a 
platform through which 
individual lenders (anyone 
with an Internet connection) 
in the United States and 
Canada can provide micro-
loans to individual borrowers 
worldwide—breaks down the 
cost factor even further. 
According to Shah, across the 
industry MFIs must pay an 

A borrower in Kenya 
sells kerosene lamps 
and cookstoves.

A client of Unitus partner Pro 
Mujer in her shop in Mexico.
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g r a m e e n  t e c h n o l o g y  c e n t e raverage rate of 10 percent to borrow 
capital from local banks. (In countries 
such as Uganda and Kenya, that rate is 
about 18 percent, Shah says.) The rate can 
add up quickly as you tack on an average 
administrative cost of about 20 percent 
for, among other costs, all those treks to 
and from the countryside, then add about 
5 percent for the loan offi cer. 

That’s not to mention the MFI’s cut. It’s 
worth noting that not all MFIs are non-
profi ts. And Davis’ Unitus, for one, would 
like to see more MFIs achieve for-profi t 
status. According to Davis, nonprofi ts are 
usually less effi cient in administering loans 
than for-profi t MFIs, and end up charging 
the client more. But, Davis says: “We want 
all of our partners to become for-profi t, for 
two reasons: one, because of the effi ciency, 
and two, because once they are for-profi t, 
we can fi nance them as businesses. And 
then we have access to much greater 
sources of capital.”

That’s because legal regulations often 
prohibit nonprofi ts from accepting equity 

Just downstairs from Global Partnerships’ 

Seattle offi ce, the Grameen Technology 

Center is fi nding ways to extend the reach 

of microlending institutions even further, 

through smart uses of technology.

Among other projects, the center has 

worked with the Grameen Foundation to 

create joint ventures 

between telecommu-

nications companies 

in some of the world’s 

poorest rural areas 

and MFIs serving those areas. Through 

the Village Phone program, microfi nance 

clients can borrow the funds necessary to 

purchase a “Village Phone” business—

essentially, a cell phone that they can rent 

on a per-call basis to others in their village. 

In Uganda alone, where the center launched 

its fi rst Village Phone program in 2003, 

there are now nearly 7,000 Village Phone 

Operators (VPOs) making their living 

through this program. According to Peter 

Bladin, a former Microsoft executive and 

the center’s founding director, it’s a win-win 

situation for the VPOs, the villages and the 

phone companies in these countries: The 

VPOs have a new source of income; the 

villagers receive affordable telecommunica-

tions services; and 

the phone company 

earns more revenue 

per phone (due to the 

volume of users) than 

it would in more developed areas. 

Building on the success of its Village 

Phone program, the Grameen Technology 

Center is looking to extend data-driven 

services to that pyramid base as well. 

Bladin notes that in many poor rural areas 

there are no computers, and often the only 

connectivity is through cell phones. And so, 

the center is looking for ways to identify 

and develop 

“We’re trying to get large technology 

corporations to think of the base of the 

pyramid,” Bladin says, “the next 4 billion 

people they don’t think of today.”

Muhammad Yunus, founder of 
the Grameen Bank, with women 
in Bangladesh.  
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investments. Since banks are often leery of 
issuing credit to MFIs with a high debt-to-
credit ratio, such nonprofit MFIs can’t 
increase the number of commercial loans 
they give unless they can accept equity 
investments. 

And, the logic goes, more capital (in the 
form of equity investment) means a greater 
number of microloans reaching a greater 
number of people in need; profit allows for 
sustainability and growth beyond what 
donated dollars can support. 

If you’re still skeptical of the long-term 
wisdom behind the marriage of “profit” 
and “poverty elimination,” you aren’t alone. 
Davis recalls an incident five years ago, 
about the time that he co-founded Unitus.

“I stood up at an industry conference 
and said: ‘This is inherently a growth 
business that’s not growing. It’s broken. We 
think this can grow much faster. We think 
we can do this commercially. And we think 
the impact, if we do this, will be dramatic.’ 
And it was like people wanted to throw 
tomatoes at me. … They said that people 

would want to take advantage of the poor.”
But, Davis asserts, that hasn’t been the 

case. “Five years later, it’s a done deal,” he 
says of Unitus’ experience so far. “It’s no 
longer proof of concept. It’s proven.” 
Currently, six of Unitus’ 17 partners are  
for-profit entities.

Nonetheless, the question remains a 
topic of conversation in the microlending 
industry: How can MFIs balance the goals 
of sustainability and profitability against 
their mission of reaching the absolute 
poorest of the poor—often the folks who 
are the hardest (read: most expensive in 
terms of loan administration, etc.) to 
reach? Last November, this was the main 
theme of one workshop, and surfaced in 
various other workshops, at the Global 
Microcredit Summit, a gathering of the 
world’s microcredit practitioners, academ-
ics, nongovernmental organizations and 
others. And the summit’s organizer, the 
Microcredit Summit Campaign, continues 
to research the issue.

 “We have a lot of workshops and 

useful data services 

that could be accessed through the 

Village Phone. For example, across rural 

and impoverished areas, vendors in 

the village marketplace could message 

via their cell phone keypad to check 

the current market price of whatever 

product they’re selling (a service already 

available in Uganda). Or perhaps they 

could use the Village Phone for mobile 

banking. Or maybe a VPO could rent 

his or her phone to individuals wanting 

to access government records or send 

e-mails. 

Again, the idea, says Bladin, is to 

get companies to start thinking of poor 

rural areas as potential marketplaces. 

“From the poor’s perspective,” he notes, 

“it’s an opportunity to have access to 

information and services—to get out of 

poverty.”

Just about any way you look at it, 

that’s a healthy bottom line. —M.S.W.
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commission papers to see what interest 
rates are, and how high is too high,” says 
Michelle Gomperts, a program manager 
working for the campaign. “We advocate 
accounting transparency. You can avoid 
usury by keeping things transparent.” 

Back in San Francisco, Kiva.org may 
have found another way to tap into even 
more capital and put some downward 
pressure on the 35 percent rate of interest 
microborrowers typically pay.

Kiva funnels loans via the Internet from 
individuals who fi nd themselves inspired 
to lend, say $25, to someone whose profi le 
and photo they see on the Kiva site. 
Perhaps to a woman in Honduras who’s 
seeking to raise a total of $750 to purchase 
supplies for her small grocery store, or a 
man in Togo who is seeking to raise $1,200 
to buy a motorized water pump and bug 
sprayer for his farm. The site tracks how 
close each borrower is to reaching his or 
her goal. PayPal processes the loan amount 
(a donated service to Kiva), and a Kiva 
partner MFI in the borrower’s home 
country administers the loan. 

Shah says it appears Kiva’s model has 

ADDITIONAL ORGANIZATIONS

Esperanza: Founded in 1995 by Seattle 

baseball personality Dave Valle and 

his wife, Vicky, Esperanza provides 

microloans, life/disability insurance and 

training to poor families in the Domini-

can Republic. www.Esperanza.org.

Katalysis: The Katalysis Bootstrap Fund 

partners with 16 microfi nance organiza-

tions to provide loans to entrepreneurs 

in El Salvador, Guatemala, Honduras and 

Nicaragua. www.katalysis.org.

World Vision: World Vision distributes 

microloans and business training in 47 

countries. Last year, the organization 

reached 454,000 individuals with $237 

million in loans. www.worldvision.org.

 

For more information on Muhammad 

Yunus, Grameen Bank and associated 

initiatives, go to www.grameen-info.org.

m i c r o f i n a n c e
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interrupted one of the big cost drivers in 
microfinance—that is, the cost of acquir-
ing capital. Individuals who make loans 
through the site receive no interest. 
According to Shah, Kiva’s partners—
currently 51 MFIs in 33 countries—
consequently have been able to lend at a 
relatively low rate of 16 percent to 19 
percent on average. 

So far, Kiva.org has raised $5.6 million 
in loans, with an average loan term of 12 to 
13 months, and has had 56,000 users on its 
site. Of all the loan money that’s been 
repaid so far, less than 10 percent has been 
withdrawn from the system. “The same 20 
bucks is helping people over and over,” says 
Shah. Even more impressive is the rate at 
which the site has been growing: In terms 
of new loans, Kiva has enjoyed an average 
monthly growth rate of more than 37.5 
percent. 

Perhaps the biggest draw for users of 
the site is the one-on-one connection and 
the immediacy of seeing their money make 
a difference. “When you donate, especially 
to big organizations, there’s a feeling you 
don’t always know where your money 
goes,” Shah says. Moreover, he says, “If 30 
percent is used on what you really don’t 
want it to—fundraising, for example—
that’s not why people donate. What’s 
satisfying about a loan [through Kiva.org] is 
that you actually pick the entrepreneur. 
And actually lend to them.”

Kiva.org lenders can post their own 
profiles on the site, displaying their 
portfolio of borrowers and tracking their 
borrowers’ progress toward paying back 
their loans. MFI partner representatives 
post journal entries to the site to keep 
lenders informed as to how their borrow-
ers’ businesses are doing. 

According to Shah, Kiva.org does its 
homework to make sure MFIs and 
borrowers are honest. The organization 
states on its Website that it will not partner 
with MFIs whose interest rates are 
“exorbitant.” What constitutes an exorbi-
tantly high rate, Shah says, is contextual—
influenced in large part by the cost of 
administering loans in a particular area 
(such as: Are debtors living close together 
in an urban area, or spread apart in a hilly, 
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rural area?)—but Kiva won’t partner with 
an MFI that is charging anything greater 
than half the rate charged by the local 
moneylender. 

Kiva also vets MFI partners through 
such means as references, contacts with 
other organizations such as Unitus, audits 
(when available) and site visits. Once on 
the Website, the MFI is placed in a “risk 
bucket,” so to speak, with initial limits on 
the amounts it can request.

“One big point to make on lending 
versus donations: with loans, there’s a 
built-in, two-way information flow there,” 
Shah notes. “It becomes pretty obvious 
fairly quickly if something is going wrong.”

So far, though, for Kiva—as well as its 
partner MFIs and their clients—everything 
seems to be going right. 

At the Global Microcredit Summit last 
November, the Microcredit Summit 

Campaign announced two new goals for 
the year 2015: to ensure that 175 million of 
the world’s poorest families have access to 
credit for self-employment and other 
business and financial services; and to help 
100 million of the planet’s poorest families 
rise above living on $1 a day. 

It won’t be an easy task, but people 
inside the industry are hopeful. Some 
would argue that it’s a vision that would be 
unreachable if not for microcredit. Geoff 
Davis illustrates the point as he poses a 
litany of questions aimed at revealing the 
power of microcredit.

“Do you have a credit card?” he asks at 
the conclusion of our interview. “A 
checking account? A mortgage?” He 
continues on, listing a dozen or more 
common consumer financial products, 
then makes his point. “Those 4 billion 
[people who currently live on less than $3 
per day], they have this much of this,” he 
says, as he holds his hands out in the shape 
of a zero.

“It’s not sexy, financial services,” he 
admits. “But it makes our world work.”

The world’s poorest may just be banking 
on that. 

M. Susan Wilson is a writer and editor who 
lives in Seattle. 


