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Researchers and development organisations have an uneasy relationship in 
the field of microfinance. The criticism aimed at research by the people who 
strive to promote microfinance (practitioners, support staff, decision-makers, 
donor agencies, etc.) is both commonplace and severe. Research in this area 
is said to be too slow, too expensive, disconnected from operational realities, 
incomprehensible in the way it presents its results, etc.

The intention of this article is to try to re-establish dialogue between these two 
functions that play an essential role in developing the innovative approach that is 
known as microfinance.  The article sets out to clarify: 1) the different forms of 
research with regard to microfinance and their various objectives; 2) the issues 
for discussion between researchers and practitioners; 3) the contribution of 
research to microfinance.

FORMS AND AIMS OF RESEARCH IN THE FIELD OF MICROFINANCE 
Research may adopt a variety of operating procedures, irrespective of its nature 
or aims: 

- Description, for example an organisation monograph, or the description of 
the socio-economic characteristics of a specific target group. The description 
may be more or less in-depth – ethnographical or sociological immersion 
does not produce the same quality of description and density of information 
as a diagnosis carried out as part of an assessment process that lasts for 
only a few days;

- Classification, for example a category of borrowers (according to their poverty 
level), or a category of microfinance institutions (according to their target 
public, their size, their mission, etc.); 

- Explanation, which is designed to establish a cause and effect relationship 
between several given phenomena, more or less explicitly based on a 
particular theoretical corpus. 



pI8

EUROPEAN DIALOGUE, N°36, September 2006

Looking beyond these very general definitions, we have to make a distinction 
between several forms of research. Indeed, there is no single form of research. 
Research is plural by its very nature: basic research/academic research, applied 
research/action research and scientific investigation. These various forms of 
research not only have their own aims and operating procedures, but they also 
produce different results and this is something that should be defined before 
discussing their usefulness for microfinance.   

The aim of basic research is the production and organisation of knowledge 
around a theoretical corpus. In order to achieve this aim it has to produce general 
explanatory models, evaluation rules that may be universally applied and it must 
also focus on abstraction and simplification. When empirical work is carried out, 
it is used to test “fundamental models”. Since the end of the 19th century, this 
type of research has been used in economics and has been widely based on 
mathematical modelling, which claims to give a universal character to the results 
obtained and to “offer scientific evidence”1. The subjects studied by basic 
research are therefore wider and more conceptual than the subjects covered 
by applied research and they often require a longer timeframe. A question that 
economists might wish to see addressed by basic research could be, for example:  
in what way can the markets be considered to be “imperfect”?  Many people 
claim that microfinance provides an example of markets that are quite clearly 
imperfect and this gives rise to a modelling process that feeds into theories 
regarding the “nature of the market”. Basic research is carried out mainly in 
universities and certain research institutions (such as the CNRS in France) or 
through research grants provided within the framework of university institutions 
by national research funds (as is the case in Belgium and Switzerland). 

Another term that is often used is that of “academic” research. This form of 
research highlights the institutional background of the “researchers” (academics, 
scientists for whom research activity is their prime function) and it normally 
stands in opposition to the forms of research carried out by practitioners. This 
form of research obeys the criteria of basic research, but may also integrate 
some elements of so-called applied research. 

The form of research known as “applied” research presents a contextual and 
operational vision:  its aim is to describe and to analyse particular situations and 
to infer operational results from this analysis for the various stakeholders in the 
sector (practitioners and decision-makers). This form of research may also go as 
far as the formulation of recommendations. It has a practical objective, whilst 
the “subject” studied clearly has to be specific, limited, concrete and, above all, 

1 Until the middle of the 20th Century, institutionalist and non-formal models largely 
dominated. For example, J.M. Keynes’ “The General Theory” contains only a limited number 
of brief equations. No one can say that a reversal of the paradigm is impossible.
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contextualised. Applied research does not reject theory, rather it applies it as 
a means of conceptualisation, providing an analytical grid, working hypotheses, 
the definition of concepts and categories to be used to classify practices and 
institutions for the purpose of observation. This is the approach that has to forge 
the scientific “rigour” of the analysis. Whilst the first aim of basic research is 
to simplify matters so as to affirm universal laws, one of the most significant 
specific features of applied research is to approach the area under study in its 
complexity and in its specific “localisation”. The explanatory models produced 
by this type of research are of a limited validity and are specific to a given 
institutional context. This production of contextualised knowledge does not 
exclude the discovery of elements that are consistently present and uses the 
comparative analysis of different institutional contexts to identify them. 

Whilst basic research often makes use of second hand data (databases which 
serve to build models), particularly in economics, applied research, on the 
other hand, since it is contextualised, requires the production of primary data 
by the researcher, drawn from a close and long-term relationship with what is 
happening in the field. 

Applied research may be undertaken by universities and teams from research 
institutions (notably the CNRS, the IRD and the CIRAD in France) and also by 
practitioners (microfinance institutions, support NGOs, groups of NGOs, etc.).

For its part, “action research” would appear to be a component part of applied 
research. It has the dual objective of producing scientific know-how and 
knowledge that is useful for undertaking action, through a process of diagnosis/
elaboration of innovation/experimentation. It is carried out by the very people 
who perform the action themselves or by researchers who are closely involved in 
the actions that are being studied. 

The assessment process is located at a different level. The term “expert” indicates 
a person or an organisation that is deemed to be competent and qualified in the 
area under study. This expert is then asked to provide an opinion on a particular 
issue. The assessment takes the form of a limited (several days), highly specific 
study:  for example, a financial assessment, assessment of the evaluation process, 
and is not designed to assess the impact of the project, but quite simply the 
relevance and coherence of the objectives and the adequacy of the means and 
resources being used. Whilst the research aims to produce knowledge through a 
so-called scientific approach (it is based upon the statement of hypotheses that 
may be validated or invalidated by verifiable procedures, whose results are only 
provisional until they are reappraised), the researcher draws upon the existing 
knowledge and know-how, but first and foremost formulates his or her own closely 
held convictions, founded upon recognised skills and a long-standing familiarity 
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with a given subject. The knowledge produced by the expert is intended to be 
fed into a decision-making process and may be applied at various stages of this 
process: consultative assessment (designed to produce information to be used 
directly in the decision-making process), promotional assessment (designed to 
justify a decision that has already been taken) or critical assessment (designed 
to criticise a decision that has already been taken).  Even in cases in which the 
expert comes from a scientific background, if the results of the assessment 
have been produced over the course of just a few days without there being any 
protocols in place to offer evidence of the findings, then these results do not 
have any scientific status.

THE DIFFICULTIES ENCOUNTERED IN THE DIALOGUE BETWEEN RESEARCHERS 
AND PRACTITIONERS  
Basic research or applied research?  Is there any such thing as “good” or “bad” 
research?  

The distinction between basic/academic research and applied/action research 
is often the source of conflict and gives rise to statements such as “only applied 
research is useful, basic research is a luxury we could do without” or, from 
the opposite point of view, “only basic research produces “real” scientific 
knowledge”. 

There should be no opposition between these two types of research, rather 
there should be close complementarity. Whilst applied research would appear 
to be more useful in the short-term, there can be no applied research without 
long-term basic research.  Applied research uses concepts and methodological 
tools produced by basic research (looking beyond any formalised mathematical 
analysis, the theories are those of “social capital”, “property rights”2, 
“confidence”, “transaction costs”, etc.). Conversely, basic research draws, in 
part, upon the results of applied research, which is often more advanced in 
terms of the identification of needs or of new problems, since it is in direct and 
daily contact with what is experienced as the “reality” of a given situation.  

Furthermore, it is often difficult to establish the frontier between basic research 
and fundamental research: certain types of research manage to produce practical 

2 See, for example, the efforts of Otto Steiger, on the basis of the reduction of microfinance 
to solidarity-based microcredit in ”Property Economics versus New Institutional Economics; 
Alternative Foundations of How to Trigger Economic Development”, Journal of Economic 
Issues, vol. XL n°1, March 2006 p. 183-208.



pI11

results, whilst at the same proposing theoretical results. The choice regarding 
which type of research to use depends on the objectives. The quality of the work 
carried out by either type of research is very much dependent upon the rigour 
displayed by the researchers involved.   

It is true to say that practitioners generally fail to understand the constraints 
faced by research in terms of the way in which it has to function, its funding and 
evaluation and therefore the rate at which it is able to produce results, as well 
as its real capacity. 

Different time frames 

A researcher works with a view to the medium or long-term, whereas an 
organisation generally requires results that can be rapidly put to use, since 
they might be used in a decision-making process. It is extremely difficult for a 
research laboratory to work like a consulting company. In cases in which university 
teaching staff are involved in the research, then there are certain constraints in 
terms of the availability of these academics, for example at the beginning of a 
new academic year, during exam periods, time spent supervising graduation 
procedures, etc. Indeed, academic staff have to spend an increasing amount of 
their time on these tasks since most institutions do not have a sufficient amount 
of administrative staff, whilst at the same time there has been an increase in 
student numbers. This means that researchers are not available for a significant 
part of the year and they are certainly not available to give immediate and very 
short-term answers. An academic seminar, for example, is often prepared 18 
months in advance, whilst we often see financial institutions set up a media 
seminar in less than three months. 

The need for confidentiality 

In certain situations, the research sponsors or partners (for example donor 
agencies or microfinance institutions) demand that the data, analyses and 
results be considered confidential. It is difficult to reconcile this type of demand 
with the constraints faced by researchers. In order to advance their career 
and to evaluate the structures within which they work, all researchers have to 
produce results which, by their very definition, have to be published, except in 
exceptional cases. 

The myth of the researcher’s objectivity  

Some practitioners may feel that research should be carried out in an objective 
field that is to be observed according to equally objective methods. There are 

The Role of Research in Microfinance
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methods that are more or less effective according to the areas that the researchers 
are called upon to look at or to investigate. There is a series of facts and data 
that the researchers may discover. In fact, all researchers work in an ideological 
framework, in other words according to a logic of ideas, with hypotheses, and at 
different levels (micro, meso or macro). In this way, a researcher constructs a 
research subject that, to a great extent, is the result of his or her own viewpoint. 
Social aspects are therefore divided up into “economic”, “financial”, “social”, 
“psychological” etc. factors that are recognised as being more or less autonomous 
fields by the disciplines to which the researchers belong, and their autonomy 
is reinforced by the academic institutions. Just as there is no real consensus 
amongst practitioners regarding the methods in microfinance and their ultimate 
aims, there is no real consensus amongst researchers regarding their methods 
of investigation. There are several opposing schools of thought that may or 
may not collaborate on the basis of a temporary consensus. These conflicts of 
representation (to which personal conflicts may also sometimes be added) are 
also conflicts of interest since the ability to capture the (rare) funds that do exist 
to obtain the human, financial and technical resources required to carry out 
work, depends on the relative power held by each and every researcher. 

Limited research funds 

Academics and researchers from public research institutions generally work for 
laboratories that have limited human resources and means with which to carry 
out their work. The means that are available tend to cover general running costs, 
or sometimes only a small part of these costs. The amount of resources allocated 
to specific projects is very insufficient. The means and resources are allocated 
as a response to public invitations to tender and they, in turn, cover only a 
fraction of the costs of this research.  Researchers often have to accept several 
contracts at one time in order to cover one particular field of research. It is quite 
clear, therefore, that research is not a public service that is able to respond, 
freely and at no charge, to the requests of civil society. The majority of doctoral 
students in France do not receive any form of public funding. Therefore they do 
not constitute a dynamic force that could be made available to organisations free 
of charge in order to carry out research. This means that researchers are formally 
free to seek out work that they are interested in, but in fact they are also obliged 
to constantly seek out funding and this may well take up a significant amount of 
their time. It should be pointed out that the laboratories that are the oldest and 
the best equipped in terms of basic means and resources, those that are not 
particularly innovative when it comes to new or marginal subjects, are the very 
laboratories that are best placed to assign capacity to the search for funding and 
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to responding to invitations to tender. Therefore, the freedom made available 
by responding to an invitation to tender is limited and we see that precious few 
means and resources are taken up by academics to carry out research work in 
the microfinance field. 

Evaluation contexts that do little to inspire innovation  

Researchers are also under pressure not to invest their time and efforts in 
innovatory fields. The careers of academic researchers, particularly economists, 
are judged, for the most part, on their ability to publish articles whose substance 
is disconnected from reality, in publications that practitioners have very little 
interest in, except in certain exceptional cases. Publications such as Techniques 
Financières de Développement or Savings and Development are not recognised 
as leading academic publications. The work carried out by the economists who 
are the most recognised amongst their peer group is often very formalised and 
their absence of any realism is very rarely called into question (see, for example, 
the belief that is put forward by numerous formalised analyses focused upon 
so-called “adverse selection” issues, according to which microfinance can be 
boiled down to microcredit, which, in turn, may be reduced to solidarity-based 
microcredit). Increasingly, we see that technical, mathematical prowess wins 
the day over social usefulness. Academic researchers are recruited on this very 
basis. They are in no way encouraged to give priority to work that require field 
investigations and the establishment of a relationship with organisations that are 
steeped in experience. 

This situation is further reinforced by the absence of recognised teaching 
processes in the field of microfinance that might lead to the recruitment 
of people who are specialists in this area. The fact that there are very few 
researchers qualified to supervise a doctoral thesis who have recognised skills in 
the field of microfinance, only serves to exacerbate the situation.  Therefore, it 
is difficult for the supervision of applicants writing doctoral thesis to bring about 
a significant degree of added value, since those that supervise very often do not 
know the area well themselves.

Academics are therefore not really encouraged to present their work in a form 
(size, type of publication, language, etc.) that is easily accessible to operators, 
whether they are practitioners or decision-makers. They generally only tend to do 
this when they are able to obtain significant funding for doing so. 

The Role of Research in Microfinance
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Applied research is subject to the means and resources of the donor agencies

Whilst there are sometimes less constraints imposed on applied research 
in development research institutions than there are in the cases described 
above, the amount of means and resources made available remains an issue:  
the majority of research teams are seeing a fall in the contribution made to 
their budget by the public purse and they are therefore faced with the same 
imperatives in terms of seeking out funding. In this context, the orientations of 
the donor agencies play a decisive role.   

CONTRIBUTIONS MADE BY RESEARCH TO THE DEVELOPMENT OF 
MICROFINANCE
Research on the financial sector in general and on microfinance in particular, 
has contributed to the revisiting of theoretical approaches, to the production of 
knowledge regarding the processes of economic and social change within a neo-
liberal context, the review of forms of public and private involvement in the area 
of funding. Let us now take a look at a few examples.

Contribution to the revisiting of theoretical approaches: The example of econo-
mic theories

The changes made to financial systems led to a significant amount of research 
taking place in the 1970s in the field of economic theory. From a general point 
of view, this research was closely linked to the whole issue of the development 
of the Southern countries. “Financial repression” was one of the first factors 
to be called into question by neo-liberal theoreticians in order to contest the 
State’s hold over the economy (MacKinnon and Shaw, 1973). Within the context 
of liberalisation, the lack of access to capital has been identified as a factor that 
holds back the development of private initiative, as well as being one of the main 
factors in the fight against poverty. Faced with the premise of the spontaneous 
emergence of financial markets that prevailed for a few years before quickly 
showing its limitations, the search for institutional alternatives led to reflection 
upon the organisations and the institutions that are required in order to establish 
financial services that are accessible to excluded or marginalized populations. 

At a theoretical level, the formal and informal financial systems, as well as the 
insurance function, featured amongst the earliest and most fertile empirical 
fields for the elaboration of theories regarding imperfect information, contracts 
and transaction costs (Stiglitz, Weiss, 1981; Hoff, Stiglitz, 1990; Krahnen, 
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Schmidt, 1994). These theories were a strong influence over the economic 
theories in the 1980s and 1990s and once again called into question the 
Pareto-Walras hypothesis of “perfect” markets and, by introducing into their 
hypotheses non-market based methods of coordination, both organisations and 
institutions.

During the 1990s, within the neo-institutional economy, the analysis in terms of 
transaction costs began to assume greater importance in the interpretation of 
financial innovations and today this constitutes an essential point of reference 
for the international institutions involved in the development of the financial 
sector (Gonzales-Vega, Schmidt, 2000). 

The very nature of microfinance, its successes, its potential, but also its 
limitations, has led people to highlight the plural character of the financial 
relationship in which different forms of economic behaviour are deeply immerged 
in the social fabric and cultures or are subject to non-economic logics. This 
observation questions the disciplinary approach of research and serves to fuel 
the theoretical reflections carried out amongst the “heterodoxical” school of 
the economy and of sociology:  socio-economy, contract-based economy, etc. 
(Hugon, 1996; Servet, 1996; Wampfler, 2004).

Production of knowledge on the processes of economic, social and institutio-
nal changes

Applied research has played a decisive role in the emergence and spreading of 
microfinance by highlighting the fact that all economic actors have to be taken 
into account, even the least favoured. Professor Yunus, a Bengali academic and 
founder of the Grameen Bank, became a real figurehead3 for this movement 
by showing that poor households have the capacity to be productive but are 
held back by a lack of capital and that certain methods of solidarity could offer 
an alternative to the material guarantee demanded by banks. This is how the 
solidarity-based guarantee was “born”4 and it was this solidarity-based guarantee 
that “revolutionised” the approach to financial systems in the 1980s. Research 

3 The Grameen Bank of Bangladesh is often considered to be the first organisation to have put 
contemporary microcredit into practice. In fact, it only began its activities in 1976, whilst 
Opportunity International, a not-for-profit organisation of Christian origin, had already begun 
to make small-scale loans available in Colombia in 1971 and the NGO Accion International 
made its first credits available in Brazil in 1973.

4 The concept existed as early as the 19th century, in different forms in social economy 
organisations in the North (cooperatives, savings and credit mutuals, mutual guarantee 
societies, etc.).

The Role of Research in Microfinance
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was encouraged in household economics, allied to sociology and anthropology, 
so as to adapt the “Grameen Bank model” to other contexts (for example in the 
Sahel region: Colliot, Nguyen, 1992) or to create other models of microfinance 
(for example village savings and credit banks that were self-managed and began 
in Mali, before being developed in West and Central Africa). The difficulties 
encountered by microfinance in taking into account particularly risky sectors 
such as agricultural activities have been widely highlighted by research (CIRAD, 
Proceedings of the Dakar Seminar, 2002). Various forms of research continue 
to contribute to the analysis of the demand for financing and innovations in 
terms of products and organisations that are able to respond to this demand. 
The interest expressed in listening to the actors (as well as in their practices and 
their forms of representation) has doubtlessly been one of the most important 
contributions made by research to microfinance.

The analysis of the interactions of microfinance with other sectors (informal 
finance, employment market, sectors of activity, etc.) helps to clarify the 
complexity of the economic reconstruction that is underway in the neo-liberal 
context.  

Today, impact studies represent an important field of research work at the 
service of microfinance. These studies take place at different levels (micro, 
meso and macro) and they assist in highlighting the plural nature of the 
effects of microfinance, which leads to changes in terms of income, liquidity 
requirements, the accumulation of capital, etc., as well as having an effect on 
the status of women and marginalized populations, social cohesion at village 
level, etc.  By underlining the leverage effect that microfinance may have, as 
well as its limits (persistent exclusion of the poorest populations, a process that 
may lead to debt, negative effects of the solidarity-based guarantee, etc.), then 
if they are used correctly, impact studies may help to improve microfinance 
products and procedures.
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An excellent example of a field that shows both the potential and limits of 
research:

Impact Studies 

The plural dimension of research is particularly to the fore in the field of impact 
studies. This diversity, which practitioners in microfinance institutions often 
find disconcerting, may be measured in terms of objectives, indicators, 
methods used to collect data (qualitative versus quantitative, control groups 
versus longitudinal studies, in other words those that are repeated over 
time, etc.). 

With the exception of certain methods that we consider inadapted to reflect 
reality, not to mention dangerous and incompatible with certain ethical 
considerations regarding research5, it is often difficult to state which type 
of impact study is “superior” to all of the others. It all depends on the 
objectives that have been set, the means that have been made available and 
the particular reality that is going to be studied. It is not possible to claim 
that the intention is to study all of the effects of microfinance. Any analysis 
implies choices and these choices depend, in turn, on what the researcher 
is seeking to observe and are therefore underpinned by a certain number of 
hypotheses and by assumptions that are more or less explicit.  

A first example of this is the scale of the analysis, whether it is micro-
, meso- or macro-. The chosen level guides the process of observation 
and the nature of what is being observed. Each level highlights certain 
phenomena and overlooks others. Something that is visible at one level 
may well disappear at another. An improvement in individual or family well-

5 Particularly methods inspired by the formalistic economy, which are merely quantitative 
surveys that are incapable, in our opinion, of truly reflecting the complexity of reality, since 
this requires a qualitative approach, combined with a qualitative approach if necessary. 
The so-called “experimental” methods fall into this category. They are designed to respond 
to the issue of assigning responsibility:  how can we be sure that the observed effect is 
being produced by microfinance rather than being the fruit of exogenous events or related 
to the personal developments surrounding a group of people?  “Experimental” methods set 
out to compare beneficiary populations with “control” populations since the latter group is 
assumed to have the same general characteristics as the former group. The comparison is 
supposed to isolate the effect of the assignment of responsibility. In fact, the hypothesis 
applied is that people are interchangeable and are comparable to guinea pigs that are tested 
in a laboratory. Nevertheless, in practice, it is very difficult to claim to have two populations 
that are truly identical. This type of method also raises ethical questions, such as the fact 
that the control population is merely used, without offering anything in exchange.

The Role of Research in Microfinance
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being will not necessarily lead to collective well-being if it is based on the 
effects of replacement or substitution (one company replaces another) or 
if it is accompanied by an increase in inequalities between certain groups. 
An improvement in well-being at family level may hide an increase in the 
inequalities between the sexes or between women (particularly in joint 
families). For example, men may be encouraged to take a second wife when 
the family income increases, children – generally the girls – are taken out 
of school so that they can do house work whilst their mothers set up an 
income generating activity thanks to the microfinance programme. Similarly, 
collective capacity building for women may hide or even be dependent 
upon hierarchical systems that exist between the women. More generally, a 
multiplicity of micro-projects, irrespective of their effectiveness, does not 
necessarily lead to greater social justice in the long-term, if this goes hand-
in-hand with a degree of public disengagement that it helps to justify at the 
same time.  

The choice of indicators also plays a decisive role. Certain studies conclude 
that there has been limited impact in terms of income, whilst more 
sophisticated analyses of family budgets show that the impact is, in fact, 
essential, in the sense that it helps to cut through some of the constraints 
regarding liquidity and reduces independence on private loans.  

This example of impact studies leads us to discuss the limitations of 
quantitative research:  many of the impacts of microfinance are qualitative in 
nature and are very difficult to quantify. Although several recent reflections 
on social impact and social performance have been designed to mitigate 
the limitations of variables that are solely monetary in nature, a great deal 
still remains to be done in this area. Of course, there is a temptation to limit 
oneself to monetary variables, since this would appear to resolve several 
difficulties in terms of measurement, but is it not true to say that this 
approach overlooks the essential elements? We often see, particularly in the 
case of the vulnerable members of the population, that ultimately the most 
obvious effect is the access to new freedoms. But how can we measure 
the fact that women are henceforward capable of imagining that they are 
entitled to make choices, to give their opinions, to carry out projects? How 
do we quantify the fact that a tribal group has now been mobilised and that 
this very same group is now prepared to refuse the situation of subservience 
imposed upon it thus far, not only by the local officials, but also by the 
social conventions that are ingrained in the collective imagination? We can 
only plead in favour of pluridisciplinarity and the combination of qualitative 
and quantitative methods.
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Although difficult to put into practice, the analysis of the crises, failures and 
limitations of microfinance is another field of research that may help to improve 
practices, contribute to efforts designed to temper the extreme positions 
adopted by the donor agencies6  and decision-makers (who sometimes praise 
microfinance to the heavens and at others heavily criticise it) and counter the 
often naïve and simplistic vision that is conveyed by the media (very briefly, 
microfinance is portrayed as being capable of reducing poverty, promoting 
the emancipation of women, encouraging children’s education and access to 
healthcare, whilst at the same time being profitable). Two very perverse effects 
stem from this sort of single-track thinking. First of all, the need for immediate 
and quantifiable results may harm the proposed services, since the focus is 
placed on quantity to the detriment of quality (quality of the relationship with the 
customer, quality of the analysis of the various credit files, the follow-up given 
to loans, etc.). Secondly, the simplicity of the reasoning and of the hypotheses 
– which, by now, have been established as quasi-premises – leads people to 
neglect the analysis of the processes and mechanisms that are in place, despite 
the fact that it is this analysis that is essential. 

Of course, we know that microfinance may lead to an improvement or to a 
deterioration of a given situation, however the key issue is now to identify the 
factors that determine a positive or negative outcome. At the same time, the 
competition between the microfinance organisations – after all there are not so 
many donor agencies and you have know how to attract them – means that these 
organisations are very reluctant to reveal unseen aspects of their practices or 
even to be interested in them. If research does have a role to play, then this is it: 
to identify the scope and the limitations of microfinance and to provide a more 
realistic7 view of it, at the same time encouraging dialogue between practitioners 
and donors as well as between practitioners themselves8. 

Guide for private action and public intervention

In the microfinance sector, applied research and action research have led to the 
creation of intervention methods and tools.   

6 Guérin I., 2002, “Le microcrédit : où en est-on cinq ans après ?“ (English translation:  
Microcredit:  Where are we five years down the line?), Revue Tiers-Monde, October - 
December, n°172, pp. 867-879.

7 See, for example, Marc Labie, “The sustainability of decentralised financial services that 
specialise in credit for small and micro-enterprises.” Case study of Corposol-Finansol in 
Colombia, doctoral thesis, University of Mons-Hainaut, 1998, 302 p.

8 The annual reports of the Walras Centre, Exclusion et liens financiers, published by 
Economica, were devised with this aim in mind: to provide a regular platform for exchanges 
and discussions between researchers and practitioners on the subject of banking and 
financial exclusion.

The Role of Research in Microfinance
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The work carried out, particularly by the CERISE group, on the governance of 
microfinance institutions, has served to highlight the complexity of the governance 
process, the close links between the spheres of property, decision-making, the 
information and control system, the methods of refinancing. The work based on 
the elaboration of an analytical grid and the comparison of examples that come 
from different institutional contexts, has shown the importance of the process that 
leads to the establishment of governance, the central role of support operators 
and donor agencies, as well as the difficulty of establishing a sustainable form 
of governance when the financial institution become autonomous. This work 
has produced a method of reflection on governance for the attention of the 
practitioners and the decision-makers.    

The work currently underway on social impact highlights the contribution made 
by applied research to the production of international standards. Whilst the 
impact is normally approached from a monetary, economic and financial point of 
view, this work underscores the social dimension of microfinance and proposes 
to elaborate, together with the microfinance institutions, social impact criteria 
that could be measured, evaluated and integrated into the rating grids of the 
microfinance institutions. These rating systems are being used increasingly to 
evaluate the quality of microfinance institutions and condition their access to 
financial resources:  in this way, efforts are made to measure the volume of 
research initiatives that have served to introduce the social impact into the 
system of international standards that act as a framework for the development 
of microfinance. 

Research may also contribute to the public decision-making process. The 
funding of the agricultural sector provides us with an interesting example. 
Several applied research projects carried out within the context of CIRAD, the 
FAO and the IFAD, have shown that, within the financial market logic that is 
shaping microfinance, then family farming, which is an activity that has specific 
financial requirements and a level of risk that is higher than that experienced 
by the majority of rural economic activities, is marginalized. It would appear 
that proactive public policies, based on renewed public-private partnerships, 
are necessary in order to respond to the financing needs of the farming sector. 
Indeed, countries such as Senegal and Madagascar are currently contemplating 
this sort of approach. 
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Conclusion

The researcher’s role is multifaceted. It consists, of course, in developing new 
theoretical approaches and proposing interpretations and analyses that are likely 
to guide action and to facilitate the decision-making process; it also consists in 
being attentive to economic and social practices that are innovative and herald 
social changes. Finally, it consists in fuelling the public debate or playing the 
role of intermediary between the various groups of actors.  

In the current microfinance context, in which the euphoria and enthusiasm felt a 
few years ago is now tending to turn to disappointment and disillusionment, the 
role of intermediary has assumed even greater importance and actuality.  

Researchers need the support of the practitioners in order to be in a position to 
fully play their role, particularly in light of the various constraints outlined above. 
In the absence of their own resources or even resources that have been pooled 
by practitioners in order to encourage researchers to work in the microfinance 
field (which is something that many of them could do since they may well be 
sympathisers from an intellectual point of view), then the microfinance actors 
have to lobby the public authorities in order to gain recognition of their training 
and research needs. This could lead to the creation of “dedicated” positions 
for researchers and teaching staff (within universities or research institutes). 
Similarly, this could also help to create the conditions for the launch of 
specialised invitations to tender and the provision of specific support for this 
type of research. Without the support of the actors involved in microfinance, 
then any researchers who wish to invest their time and efforts in this field have 
little chance of having their needs taken into account.
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