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Agenda  

~25 Mins

Webinar Overview

Livelihoods and MSE Finance in the Digital Age

Key Insights & Knowledge Gaps from Literature Review

~50 Mins

Opening Remarks by Panelists

Moderated Discussion

~15 Mins Open Q&A
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CGAP’s Work:

Livelihoods and MSE Finance in the Digital Age
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MSEs with 5 - 19 employees contribute to nearly half of all job creation in developing countries

Micro and small enterprises provide a critical pathway to 

improved livelihoods for low-income households

500m
MSEs Globally

Dalberg (2019)

45%

30%

17%

5 - 19 employees 20 - 99 100+

Share of Job Creation  Across Firm Size

N = 85 countries, Ayyagari et al (2014)

Note: Ayyagari et al (2014) use World Bank Enterprise Survey data which excludes firms < 5 employees
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Financial services are critical to the success of small firms, 

yet there remains a $4.9 trillion financing gap

3.1

Estimated Global Micro and Small Enterprise Credit Gap
USD trillions

Source: Dalberg, 2019, “Bridging the credit gap for micro and small enterprises through digitally enabled financing models”
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The Digital MSE Finance Opportunity
Digital technologies present new opportunities to address the dearth of effective financial services 

for underserved and excluded small firms. But several knowledge gaps remain that prevent these 

technologies from reaching their full potential.

By addressing these knowledge gaps, CGAP seeks to accelerate the pace at which 

digitally enabled financial services reach excluded and underserved MSEs

in a way that supports the livelihoods of their owners and employees

Opportunity What we don’t know

Fintech business models show promise

in overcoming traditional barriers (OPEX + Risk) 

to serving excluded MSEs

Which fintechs are best positioned 

to reach underserved MSEs and 

what support is needed for them to do so

MFIs, the original MSE finance innovators, 

are increasingly leveraging new technologies

to serve excluded MSEs

Best practices for pragmatic, 

cost effective approaches to digitization that 

result in measurable value for customers

Small firms are adopting digital technologies in ways that 

address financial and non-financial challenges and may 

facilitate improved access to finance

If/how technology meets the holistic needs of MSEs and 

If/how financial services supports livelihoods



9

Literature Review
Key Insights and Knowledge Gaps



Most MSEs are created out of 

necessity, and remain small 

throughout their lifetime 

✓ Unable to find wage employment

✓ Sustain and smooth incomes until they find 

wage jobs/ off-season in agriculture 

✓ Cope with health shocks

✓ Finance agricultural activities
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What do we know about 

the average MSE? 

They face several interconnected, 

binding constraints that inhibit their 

productivity, profitability and expansion

✓ Access to finance

✓ Skilled labor 

✓ Advisory services

✓ Growth mindset

✓ Utilities related

✓ Crimes, economic shocks 

Photo Credit: Zakir Chowdhury, CGAP Photo Contest 2014

Sources: Poschke (2013), Donovan et al (2019), Adhvaryu & Nyshadham (2017), Adjognon et al (2017), Adjognon et al (2017), Beegle & Christiaensen (2019), Blattman & Dercon (2018), 

Wang (2016), Emmanuel et al (2019), Hardy and McCasland (2015), Falentina & Resosudarmo (2019)  Nagler & Naudé (2017), Ayyagari et al (2008) 
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The historical narrative centered on the group lending model of microcredit, and envisioned an 

escape from poverty through microenterprise 

A narrative for access to finance for MSEs

Low 

Take up Rates

No/ Low 

Profitability

Didn’t Increase 

Incomes No Enhanced Investments in 

Health, Nutrition or Education

Consequently, there was 

No Escape from Poverty

However,  

practitioner 

experience 

and research 

suggests that 

this narrative 

isn’t true for 

most MSEs
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Here’s what we 

learned about 

the impacts of 

MSE finance
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Insights from a 

literature review 



It helps:

• Expand scale of business operations

(both revenues and expenses, hours worked) 

• Increase investment in consumer durables

(motorcycles, phones, TVs, fridges, rickshaws etc.)

• Keeps business going instead of shutting down or 

from becoming unemployed

However, microcredit does not meaningfully increase 

enterprise profits, household consumption, promote 

entry into new businesses or fuel an escape from 

poverty 
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Microcredit has modest impacts on the average borrower 

Photo Credit: Sudipta Dutta Chowdhury, CGAP Photo Contest 2016

Sources: Augsburg et al (2015), Attanasio et al (2015), Angelucci et al (2015), Crépon (2011), Banerjee et al (2015a), Bruhn & Love (2014), Banerjee et al (2015), Tarozzi et al 

(2015), Buera et al (2017), Van Rooyen et al (2012)



‘Strivers’ or ‘Gung-Ho Entrepreneurs’ are 

borrowers with ex-ante entrepreneurial mindset, 

who have: 

• Large target business size

• Growth goals 

• Extensive social networks and use of 

informal credit facilities from other 

households

• Making full use of credit facilities when 

extended
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Impacts of microcredit are greater for borrowers with 

previous experience of running a business  

Photo Credit: Rana Pandey, CGAP Photo Contest, 2016

Sources: Banerjee et al (2017)



Some of this is explained by:

• Women’s self-selection into low growth potential 
sectors like small scale retail, high contact 
services, caregiving etc. 

• Women diverting their loans to fund the enterprises 
of the men in their household, or for household 
consumption  

• Women’s bargaining power within households 

• Restrictive social norms around women’s access to 
and control over economic resources 

Much of the gender gap in enterprise profitability 
remains unexplained. 
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Microcredit helps women expand or take up new enterprises
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But it does not improve their enterprise outcomes like sales or profits. 

Sources: Said et al (2017) Fiala (2018), Klapper (2011), Hardy & Kagy (2018), Friedson-Ridenour and Pierotti (2019), Jakiela and Ozier (2016), Fafchamps et.al. (2014), 

de Mel et.al. (2009) and Bernhardt et al. (2017) 



The following, have had greater impacts on 

enterprise profits, and encourage otherwise risk-

averse borrowers to start enterprises:

• Larger sized loans

• Individual liability loans

• Repayment holidays

• Flexible repayment schedules 

• Digital channels of delivery (especially for 

women borrowers)
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Flexibility in loan characteristics has shown to improve 

impacts from financing     

Photo Credit:  Deogratius Surah, CGAP Photo Contest, 2018

Sources:Alibhai et al (2018), Giné & Karlan (2014),  Field et al (2013), Barboni and Agarwal (2018) and Gulesci & Madestam (2018)



What we have 

learned so far 

about the 

impact of MSE 

finance rests 

squarely on 

microcredit. 
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What is the geographic footprint of impact evidence?

• Bosnia & 

Herzegovina

• Ethiopia

• Ghana

• India

• Kenya

• Madagascar

• Malawi

• Mexico

• Mongolia

• Morocco

• Pakistan

• Philippines

• South Africa

• Sri Lanka 

Tanzania 

• Thailand

• Uganda

• Vietnam

• Zambia 

Zimbabwe  

20 

COUNTRIES
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KNOWLEDGE 

GAPS
Financing
Models

Unit of 
Analysis

Research 
Methods

Goals & 
Objectives

Individual Liability 

Microcredit

Traditional 

Commercial Credit

Digital Financial 

Services

Firm level analysis

(especially small, 

informal firms)

Non-experimental quant 

methods

Qualitative research and  

mixed methods

Improved Livelihoods

Risk Management 

and Resilience

Agency and 

Empowerment

(Digital) Financial 

Literacy

Social benefits 

(welfare, violence, 

migration etc.)

The MSE finance impact narrative is incomplete, and there 

are several knowledge gaps 



Do we need an updated narrative?

• An improved Theory of Change 

• Identify broad and comprehensive 

pathways of impact 

• Redefine ‘impact’ to accommodate more 

modest, but meaningful goals 

Do we need more evidence?

• Looking beyond RCTs, employing varied 

research methods

• Asking broader questions, aligning 

impacts of MSE finance with livelihoods  
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What are the implications for the microfinance community?
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Photo Credit: KM Asad, CGAP Photo Contest 2014

Panelists’ Opening Remarks 



23

Moderated Discussion

Photo Credit: Pranab Basak, CGAP Photo Contest 2017
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Questions and comments from the audience

Share your own views and experiences, or 

reactions on today’s discussion.

• Does this resonate with you? What are 

your thoughts on these evidence gaps? Is 

there research or literature we may have 

missed? 

• Can you think of novel ways to define 

and document ‘impact’ of MSE Finance? 

Zoom Q&A Zoom Chat

Pose questions directly to the panelists 

and presenters.

• Please indicate if your question is intended 

for a specific person.

• Feel free to share your name, country and 

organization (but it’s not mandatory)



Thank you To learn more, please visit 

www.cgap.org



www.cgap.org


