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Is developing Non Financial Services the way for Microfinance Institutions to accomplish their social mission?                                                                    
Executive Summary 

The success of Microfinance lies in its polymorphism and in the fact that it answers to different purposes of reducing poverty such as improving livelihoods and revenues; creating employment; empowering women; developing the private sector. Moreover, MF distinguishes itself from the other forms of aid because of the strong emphasis both on economic and social performances better known as the double bottom line. 
This quest of reaching  both financial and social goals is the essence and, at the same time, the major challenge of Microfinance.

If at its beginnings, microcredit programmes were part of a larger development strategy and thus, integrated with health, education or community development actions, as one goes along its growing, microcredit programmes shifted towards the minimalist approach. 

In Latin America, the vast majority of Microfinance institutions left the integrated approach and focused their efforts in building viable, permanent, financial sustainable institutions; so, poverty alleviation passed through the delivery of financial mechanisms specially credit.  

Today, Latin-American MFIs are questioning themselves about their social mission, their actual achievements and the possible ways to accomplish it.  Moreover, a large number of MFIs are (re)-implementing some non financial services because they believe that it is  the better way to reach social goals. 

Following  from the field experience in ECLOF Peru and from some interviews, this study starts from the observation of a renewal of the social mission within the industry, and tries to answer to this main question: “Is developing non financial services the way for MFIs to accomplish their social mission?”.
      In our analysis we focused on the Latin-American experience putting the main debates in context. The historical perspective gives us a key to better understand the “commercialisation” blames  as MFIs not only reached the financial self-sustainability, but started  making profits. 
Within the sector, saying commercialisation is saying “mission drift”, and in order to  debunk this myth, we analyse the case of ACP/Mibanco in Peru: there is no cause-effect relation between up-grading and mission drift. 
Nevertheless, the review of the major impact studies findings showed that MF reaches more people who are near the poverty line than the poorest, and in many cases impacts on their life quality are mitigate. Thus, what about social achievements? Today, many  MFIs feel as, after working hard to be sustainable, they miss something  and redirect their attention to the provision of Non financial services. 

In the second part of this paper, we explore the offer of Non financial service under four  dimensions: why, what kind, how, to what extent. 

Why? First, the increasing interest in social performance assessment. Second, the international community eye on MF as a tool to reach health-related MDGs, using village banking methodology. Finally, the fact that the integrated approach of MF never disappeared. 

What kind? Non Financial Services include a wide range of possible products which have different objectives and target groups; we talk about  Credit with Education; Financial Education,  and Microenterprises’ Development Services. 

How? There are also different delivery approaches: the integrated one, the parallel approach and the partnership one.  The choice of one or the other delivery method and the type of NFS depends on the MFIs’ objectives. We argued that, before launching themselves in such programmes, MFIs have to weight the pros and cons, especially related to costs and staff allocation. 

To what extent? Studies on NFS programmes support this choice.  However, we estimated that these findings are not enough to know if NFS help MFIs in achieving their social objectives. 

This study aimed to find an answer to a main question “Is developing non financial services the way for MFIs to accomplish their social mission?”. 
We believe that Non Financial Services are a strategy among others to achieve MFIs’ social mission, and not the only way.  
Internship organisation 

ECLOF Peru (EP) is a Microfinance NGO established in 1986. Its mission is to provide Fair Credit for Human Development and Sustainable Communities in witness to the Christian Faith. For that EP works in the poorest areas of Lima (Cono Norte and Cono Sur), Puno and Juliaca, offering credit either to small groups (Grupos Solidarios) or Bancos Comunales (minimum 10 persons).  
