
 Critical Thinking about Microfinance 
 

Up for a little dark reading? In many ways, microfinance has already proven itself as an 
invaluable tool in fighting poverty. However, in the wrong hands, or administered with the 
wrong intentions, it can have the opposite effect. Here is a list of resources that describe the 
other side of the microfinance coin. In The International Bank of Bob, Bob Harris describes his 
encounter with one microfinance borrower, who cautions him about the “dark side” of 
microfinance, and his takeaway from the experience:  
 

“[The dark side of microfinance] turns out to be exactly what we might expect, once we start 
thinking of the working poor in developing countries…as really no different from you or me... 
The dark side of microfinance… would simply be the dark side of banking, period, amplified 
greatly by context.” 

 

Bob’s full chapter on this, Welcome to Sarajevo, is a great place to start learning more about 
the complexities of microfinance markets. Also, here’s a list of resources to check out: 
  

This is a New York Times article from 2010: http://goo.gl/NmgCA6. It asks a tough question that 
is often posed to Kiva: Why do some MFIs charge such high interest rates? The piece is 
thought-provoking and definitely worth a read. Once you do so, check out the blog post from a 
Kiva Fellow (http://goo.gl/pUr09) about her take on interest rates, after spending lots of time in 
the field with some of Kiva’s microfinance partners. There is also a quick synopsis on why 
some of our loans may have high interest rates that you can check out on Kiva’s website: 
http://goo.gl/lBrfG0. 
 

This NPR piece focuses on India’s microfinance crisis a few years back that left many borrowers 
over-indebted and in financial distress: http://goo.gl/bTwrFl. The situation was a tragedy, and 
one that called global attention to the consequences of a flooded market and exploitive 
microfinance institutions. The complex and catastrophic scene has led to India imposing some 
needed regulations, and makes lending in India through Kiva a bit different than some other 
places. You can learn more about Kiva in India from the following pieces: http://goo.gl/2bjGRl and 
http://www.kiva.org/india.   
 

To learn more about the pieces of the microfinance puzzle, we suggest looking at 
mftransparency.org, an organization that aims to make the whole process more clear. They 
evaluate different microfinance institutions exclusively on their transparency to monitor how 
clear their messaging is for borrowers and partners alike. As always, you can also reach out to 
Kiva U with your thoughts and questions. Kiva U considers all of these issues part of an open 
and ongoing dialogue, and relies on you to keep everyone accountable of this process. 

 


