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Financial Sector Linkages Training Course 
 
SESSION FIVE 
 

Alliances and partners beyond funds 
 

 
Objective: to enable participants to identify MFI clients’ needs for services other than 

credit which may require alliances with other financial service partners, and 
to identify appropriate partners for the provision of these services. 

 
Time: One to two hours 
 
Notes: 
 

i. The detailed content of thus session must be adapted to the situation in participants’ 
countries and institutions. The regulations regarding the provision and sale of 
insurance policies, for instance, differ very widely between countries, and this session 
should not delude participants into believing that they can form partnerships which 
are actually not legal in their countries.    

 
ii. If possible, invite representatives from an MFI or bank and an insurance or money 

transfer partner of the same institution, to attend the session and to conclude by 
describing their institutional relationship, its origins, the experience, any problems 
and how they were resolved, covering all the points raised in the last item (6) of the 
session. 

 
 
Session Guide: 
 
1. Ask participants to list, individually, the financial or financially-related services which 

they enjoy as private citizens and employees, from formal institutional sources.  Ensure 
that they think beyond loans, and list their suggestions on the board. 

  
They should include: 

• Personal account to receive their salary  

• Pension fund 

• Money transfer  

• Cheque book 

• Credit and debit cards 

• Foreign exchange facilities 

• Mortgage for housing 

• Vehicle or home appliance finance 

• Life, health, asset insurance 

• Safe deposit lockers 
 
 

2. Ask participants to name the specific institutions from which they receive these 
services. Some may be provided by a commercial bank and others by institutions 
such as: 

• Several different insurance companies 

• Health management companies 

• Their employers or specialist companies used by their employers to provide 
health insurance and other services  

• Finance companies linked to housing, vehicle or appliance suppliers  
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Ask whether their MFIs’ clients need the same types of services, and, if so, whether 
they have access to them. Most poor ‘un-banked’ people are also un-insured, and do 
not have access to financial services other than loans and savings, which better-off 
people take for granted.     

 
 
3. Many employed people, including those who work for NGOs, MFIs and banks, believe 

that the poor need money, that is, loans, more than any other financial service, and 
that they will only need other services when they become less poor.  

This is a reasonable conclusion, since poverty is usually defined in terms of lack of 
money, and credit is a way in which those who lack money can get it.  Hence, many 
MFIs started as micro-CREDIT institutions, and many still focus mainly on loans.  

Nevertheless, it is usually wrong. Divide participants into two groups, and ask one 
group to imagine themselves to be middle-class people (as they probably are in reality) 
and ask the other group to imagine themselves to be very poor people.  

List the following situations on the board, and ask the two groups to describe how they 
would cope with them: Ensure that the answers of the ‘poor’ group are realistic, and 
that they appreciate the vulnerability of poor households.   

 
The main bread-winner dies – 

• Many better-off people have long term life insurance policies, which pay out a 
cash sum on death and/or a regular periodic payment thereafter. 

• Very few poor people have life insurance.  
 
The main bread-winner is sick, for a day, a week or even a month –  

• Most employers carry on paying employees’ salaries for at least three months 
when they are unavoidably absent from work.   

• Most poor people lose earnings even if they stop work even for half a day. 
 
They themselves grow old and can no longer earn a living –  

• Most employers and many governments have pension plans, to which the 
eventual beneficiaries make regular contributions, or they can make their own 
arrangements with private pension providers. 

• Poorer people usually have no pensions and they cannot access even so-called 
‘universal’ old age pensions or disability pensions. The poor cannot retire. 

 
Someone in the family needs expensive medical care –  

• Many employers include medical insurance as part of their salary package and 
many employed town dwellers can access to low or no-cost government or 
foundation medical services.    

• Most poor people find it difficult to reach a hospital, never mind to pay for it. 
 
Their house is robbed, or burned or their vehicle is stolen – 

• Most better-off people have property insurance of some sort 

• Very few poor people have any kind of insurance. 
 
They wish to send money to someone who lives far away or abroad, or to receive 
money from such a person - 

• They can send a cheque, or a money order, or a bank transfer 
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• Poor people, who are often very dependent on receiving money from distant 
places, usually have no safe or affordable way of doing this.   

 
4. The above examples have covered pensions, life, health and property insurance, and 

money transfer. Ask participants why the suppliers of such services, which they 
identified earlier, do not generally provide them to poorer people.   

 
Elicit the response that one reason is that the management and staff of insurance 
companies and other similar institutions, like many bankers, even today, believe that 
poor people neither need nor can afford their services.  

 
Other reasons relate to remote locations, lack of infrastructure, the small scale of 
individual transactions and clients’ ignorance of the nature and principles of the 
services and mistrust, all of which increase risks and costs. 

 
Ask how MFIs such as their own and local money lenders overcome the same problems 
in the delivery of credit and savings facilities to the poor:  

• They charge higher prices, or pay less interest to their clients 

• They use groups as intermediaries and guarantors  

• They use innovative product designs and IT applications. 
 
 
5. Ask participants whether they believe that their MFIs should start to offer financial 

services of these kinds. Some may already be offering them; if so, ask whether the MFI 
or the bank itself acts as the insurer, or the money transfer company. Generally, they 
do not; discuss some of the reasons for this: 

• The law may not allow them to do so 

• They lack the specialised expertise 

• They are not financially strong enough to carry the risks 

• They lack the necessary national or international presence. 
 

Ask participants to identify the key issues which have to be covered in any arrangement 
between two partner institutions to offer any financial service: 

• Which partner will be responsible for which tasks 

• Which partner will cover which risks, at each stage of the transaction 

• Which partner will maintain which records, and in what form, and how each will be 
able to access the data held by the other 

• What will be the maximum time allowed for each stage of each transaction 

• How any disagreements between partners will be settled 

• How each partner will be remunerated for their part in the transactions 
 
 
6. Ask any participants who work for MFIs or banks that do offer insurance, money 

transfer or other services in partnership with other specialist institutions, and who are 
familiar with the details of the partnerships, to describe the arrangements between 
the partners, ensuring that they cover all the above points.  

 
Ask them to describe any problems or disputes that have arisen, and ask other 
participants to suggest how these might have been avoided. 
 
If no participants are engaged with and are familiar with partnerships of this type, 
distribute copies of one or more relevant case studies and discuss them in the context 
of the above items.  Example case studies can be downloaded from the Rural Finance 
Learning Centre at www.ruralfinance.org/id/38851. 
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7. Ask participants who have any experience of strategic alliances between institutions, in 

microfinance or any other field, to suggest what kinds of problems may arise. 
 

Elicit examples such as the following: 

• Either side may have exaggerated expectations of what can be achieved, 
leading to disappointment and subsequent difficulties in working together. 

• Either side may make a faulty assessment of the ability and willingness of the 
other to engage in the alliance, leading again to disappointment. 

• The management and reporting requirements of either side may be 
underestimated 

• The operating systems of the parties may not work together, in human or in 
technical terms, and neither side may find it possible or economic to adjust 
their procedures.  

• The alliance may be initiated by senior management who have no realistic idea 
of what will actually have to be done at the field level to make the alliance 
work, and who fail to involve field level staff in the detailed negotiations.  

 

Discuss participants’ experience of problems of this type, if they have any, and show 
how partnerships of any kind, even at the personal level, have to be initiated, designed 
and managed properly if they are to be successful.   

 
 


