Executive Summary

The purpose of this thesis concerns the analysis of housing product in

Microfinance and its possible adaptation to slums’ environment. This is related to the

context of my internship in Al Amana where I have worked on housing Microfinance

and particularly on the new product they are working about: slums.

The first party of this work will first treat about the product in its generality and

what are the reasons leading to the development of this product notably as a mean of

diversification, but also as a product answering to an increasing demand due to

several factors such as the almost generalized failure of states’ intervention, growing

urbanization, inadequacy of housing supply for the poor and where impacts both on

MFIs and population are not negligible.

Also, this product requires MFIs to make some adaptations or develop new

practises depending whether they are offering individual loans or not and in which

legal context they are enrolled. Indeed, contrary to “classical” loans, this product

could create a mismatch between assets and liabilities due to the long term financial

resources it requires. In the same way, internal and external modifications may be

undertake first to face the product characteristics as the change in credit

methodologies, the need of technical assistance, partnerships, agents’ training on

new skills and secondly to make sure that the institution could cope with regulation

and legal framework in which they evolve.

After a deep analyse of the product and having underline strengths and

weaknesses and what are the main points to pay special attention to, the second

party of the thesis will analyse how a housing product could be adapted to slums

environment or not. Due to the specificities of slums’ environment and population it

could appears difficult to intervene in a such context moreover with housing loans.

European Microfinance Program 2006-2007

In order to see what can be made and what are the main elements to take into

account in a such intervention, the Al Amana’s involvement in the national program

“Town without Slums” will be analysed even if their intervention began one month

ago and then it appears difficult to judge the effectiveness of these adaptations but it

could represents groundwork for future works. Indeed, it already presents some nonnegligible

elements and lessons which could be applied in a more broader way such

as importance of political stakes, high risk of non-repayment contamination, lack of

collateral, weld and marginalized population, agents’ incentive to work in this context,

the need of partnerships, loss of independence risks, … Also, even if some generality

can be made, each slum is different and has its own specificities which impose

different methods of intervention varying with the context .

Finally, we will see that slums pose a more broader question which does not

only concern dwellings or economical activities but also health, education, … which

are not the line of Microfinance work but more broadly linked to state and government

intervention notably concerning their influence on demand and supply through the

modification or creation of new law, regulation, legal framework, … At present this

question remains entire and the actual resorption attempts do not succeed in their

remediation. For all that and because of Microfinance characteristics, Microfinance

intervention could constitute one mean but does not represent the solution which will

find answer among a more broader actors community.

