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Why has microfinance practiced and tolerated 
such universal non-transparency?

Å¢ƘŜǊŜ ƛǎ ƴƻ άsingle interest rateέ ŦƻǊ ƳƛŎǊƻŦƛƴŀƴŎŜ 
products

ÅMFIs have very different productsand they need 
to be priced very differently

ÅDifficult to communicate and educate the public 
about these issues

ÅThis is the major reason for non-transparent 
pricing in microfinance
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1. Interest rates vary significantly relative to 
loan     size, making transparency difficult

2. We operate in an industry where non-
transparent pricing is common

3. Non-transparent pricing creates a serious 
market imperfection, generating the 
potential for high profits from lending to the 
poor

Four Key Points on Pricing Transparency



Analysis shows that some MFIs charge interest rates outside of the normal range

Price differential leads 
to much higher profits
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Analysis also shows a very wide 
range of prices (from 38% to 90%) 

within a similarly-sized loan product
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Why is Portfolio Yieldinsufficient?

AveragePortfolio Yieldof anMFI



AnMFI can haveTWO productswith APRs
that are verydifferent.  Theaverage

portfolio yield isverymisleading.
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Why is Portfolio Yieldinsufficient?



» What the industry has done up to the present:

ςDecades of innovation and testing, resulting in dramatic success

ςStrongefforts to raise a solid public image of microfinance as a 
noble means to lift the poor out of poverty

ςStrongefforts to attract investor money into the industry

ςWeakefforts in consumer protection policies and transparency

» What are the implications of our actions?

» We have laid the groundwork attracting a new contingent of 
actors to enter the industry, but we have neglected to build 
any serious checks-and-balancesnecessary to protect the poor

8

A Significant Industry Turning Point
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1. Interest rates vary significantly relative to loan     
size, making transparency difficult

2. We operate in an industry where non-transparent 
pricing is common

3. Non-transparent pricing creates a serious market 
imperfection, generating the potential for high 
profits from lending to the poor

4. Pricing transparency is essential to well-
functioning markets, promoting efficiency, healthy 
competition, and better prices for millions of poor 
people

Four Points on Pricing Transparency



10

ÅThe answershould be obvious:  

Transparent pricing is the right thing to do!

The irony is that informed decisions and fair 
ŎƻƳǇŜǘƛǘƛƻƴ ǊŜǉǳƛǊŜ ŀ άmarket priceέΧΦ

Χ ŀƴŘ without transparent pricing there is no 
market price!

Whyshould the industry advocate pricing 
transparency?
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Whyshould the industry advocate pricing 
transparency?

ÅAnother answer: MFIs benefit from transparent pricing

ÅάI hope and think that MFIs that will embedclient protection 
principles into their core business activities will have a 
competitive advantage, with all stakeholders: not just with 
clients but with investors, donors, governments, and policy 
makers.

ÅPricing transparency along with efficiency and yield analysis 
shows the organisationunderstands the nature of its business 
and is actively managing its margins and how they are 
allocated to different shareholders Φέ  -- JM, TriodosBank
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Whyshould the industry advocate pricing 
transparency?

Åά¢ƘŜǊŜ are a lot of challenges that foundations/ 
supporters face when looking at MFIs and trying to 
determine if they are efficient and pro-
poorΦέTransparency is a must and somewhat 
ŜȄǇŜŎǘŜŘΦ άLƴǎǘŜŀŘΣ ƛǘ ƛǎ ƳƻǊŜ ŀōƻǳǘ ōŜƛƴƎ accurate
and consistentin the same market.Many MFIs say 
they charge market rates but it is very difficult to 
validate that statement.έ 

--SW, Whole Foods Foundation
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·The challengeis how to practice transparency in an 
environment where non-ǘǊŀƴǎǇŀǊŜƴŎȅ ƛǎ ǘƘŜ ƴƻǊƳΧ

It is very difficult to be the first or only MFI practicing 
transparent pricing!

ÅMFTransparencyǿƛƭƭ ŎǊŜŀǘŜ ǘƘŜ ǇǊƻǇŜǊ άŜƴŀōƭƛƴƎ 
ŜƴǾƛǊƻƴƳŜƴǘέ
ÅEnable industry-ǎǳǇǇƻǊǘŜŘ άǘǊǳǘƘ-in-ƭŜƴŘƛƴƎέ
ÅPublish APR-equivalent interest rates all-at-once, 

country-by-country
ÅEducate the public on why interest rates vary by loan 

size

Howcan the industry advocate pricing 
transparency?
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Who will monitor MFTransparencyInfo?

άMFTransparencyaims at giving MFIs information to offer 

better value to customers. And it will give investors and others 
the information they need to put pressure on those 
institutions that may be charging unreasonably high fees or 
ƘƛŘƛƴƎ ǘƘŜ Ŧǳƭƭ Ŏƻǎǘ ƻŦ ǘƘŜƛǊ ǎŜǊǾƛŎŜǎΦ ²Ŝ ŀǇǇƭŀǳŘ ǘƘŜ ŜŦŦƻǊǘΦέ

Elizabeth Littlefield, CEO, CGAP

άaCLǎ ǿƛƭƭ ŦƛƴŘ ǘƘŜ ǎŜǊǾƛŎŜ ƻŦ aC¢ǊŀƴǎǇŀǊŜƴŎȅ ǾŜǊȅ ƘŜƭǇŦǳƭΦ  
Investors, donors, policy makers, researchers, and practitioners 
ǿƛƭƭ ƛƳƳŜƴǎŜƭȅ ōŜƴŜŦƛǘ ŦǊƻƳ ǘƘŜƛǊ ǎŜǊǾƛŎŜΦέ 

Muhammad Yunus, Managing Director, GrameenBank


