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Poverty Alleviation from Within Poverty 

 

 

Summary: 

 

Microfinance is unique among development intervention programs as it can deliver social 

benefits on an on-going, permanent basis and on a large scale. Its access to flexible, 

convenient and affordable financial services empowers and equips the poor to make their 

own choices and build their way out of poverty in a sustained and self-determined way with 

social change as an outcome. Microfinance has shown positive outcomes on poverty levels by 

providing small loans for income-generating activities, empowering the poor, consumption 

smoothing and vital intervention tool in the aftermath of conflict, natural disaster or economic 

collapse. This paper looks at microfinance partnerships as a way of understanding the 

processes and outcomes in particular communities and focusing on the role of gender. The 

main focus of this paper is the extent to which partnerships between microfinance Institutions 

and women entrepreneurs constitute a social change mechanism. 
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Poverty Alleviation from within Poverty 

Microfinance spans a range of financial instruments including credit, savings, insurance, 

mortgages, and retirement plans which are provided in small amounts to individuals 

previously excluded from formal means of economic activities such as borrowing and saving 

money (Khavul, 2010). The basic premise of MFIs is that if access to financial services is 

made available it will contribute to the alleviation of poverty. The provision of small amounts 

of money to the poor or ‘microcredits’ at affordable rates of interest is the explicit aim of 

microfinance initiatives (MFIs) that lead to the development of mirco-enterprises. The target 

group that hold the highest potential of establishing and/or expanding income-generating 

micro-enterprises (Bateman, 2010; Brau et al, 2009) are women. Women-owned businesses 

are one of the fastest growing entrepreneurial populations in the world (Brush et al, 2009). 

Women entrepreneurs make significant contributions to innovation, employment and wealth 

creation in all economies (Brush et al., 2009). 

MFIs were originally provided by non-commercial entities including non-governmental 

organisations (NGOs), non-financial institutions, and credit cooperatives as an alternative to 

the documented failures of government rural credit assistance to reach low-income 

households (Hulme and Mosley, 1996, Johnson and Rogaly, 1997). However more recently 

commercial profit making organisations (e.g. banks, insurance companies) have entered the 

MFI markets (Battilana and Dorado, 2010) due to the realisation that ‘doing business with the 

poor is profitable’(Seelos and Mair, 2007). Hence, the two implicit logics in operation behind 

the provision of MFIs are currently: from one hand the development logic (Hulme, 2000) that 

is represented by the provision of financial services guided by the mission to help the poor 

and the economic logic (Morduch, 2000) which involves the provision of financial services 

by the application of market-based business principles. Combining the two logics for the 

benefit of the individual entrepreneurs, the organisations involved and society requires a re-

examination of how value is produced and delivered in communities that have suffered for 

prolonged time due to poverty. One of the areas where the development logic and the 

economic logic are connected is the nonprofit-business partnerships. 

In the past decade, much attention has been paid to the emergence of new forms of 

cooperation between firms and non-profit actors to address societal challenges that are 

considered too great and too complex to be solved by one sector alone (Austin, 2000; Kolk 

and Tudler, 2010; Lucea, 2010; Rivera-Santos and Rufin, 2010; Seitanidi, 2010).  Such 

collaborative efforts allow for the successful co-existence of the development and economic 

logics through the collaboration of organisations across different economic sectors. Hence 

collaborations across economic sectors can potentially provide more effective organisational 

approaches to address complex social problems, (Waddock, 1991) such as poverty. 

Partnerships as a form of collaboration have been increasingly studied as an approach to 

address the ‘social good’ (Kolk et al, 2010; Seitanidi, 2010; Seitanidi and Lindgreen, 2010). 

Partnerships are seen as instruments to overcome ‘failures’ that are attached to unilateral 

action by either governments, companies or civil society (Van Tulder, 2006). Such failures 

otherwise known as ‘market failure’, ‘government failure’ and ‘good intentions’ failures, 
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have led to the inability to address development issues by governments, the inability of 

markets to meet the equitable needs of the population leading to an increasing gap between 

the rich and the poor. These failures have consequently resulted in escalated social needs and 

problems. Jamali (2011) argues that, the new realities of turbulence, complexity, convergence 

and interdependence require new organisational forms and capacities that mobilize enhanced 

capacity for action, inter-disciplinary cross sector borrowing and fertilization, and new skills 

to address escalating social need and problems. 

MFIs work in collaboration with individuals, organisations and groups within communities 

however, despite that commercial and non-commercial MFIs assume collaboration between 

the MFI institution and the women entrepreneur as the central mechanism for the delivery of 

transformation i.e from poverty to non-poverty, they have not been studied as a form of 

partnership. Examining MFIs as a form of cross sector social interactions (Seitanidi, 2007) 

has the potential to allow us to study the process of implementation (Seitanidi and Crane, 

2009), outcomes (Seitanidi et al, 2010) and potential impact of MFIs (Austin and Seitanidi, 

2012) at the micro (individual), meso (organisational), and macro (societal) levels of social 

reality (Seitanidi and Lindgreen, 2010; Seitanidi, 2008). This study aims to close this gap by 

studying collaboration between MFIs and women entrepreneurs as partnerships (MFI-WEN 

partnerships). The partnership process is considered more important than the partnership 

outcome. Seitanidi and Ryan (2007 p. 256) point at the importance of studying process-based 

interactions instead of just outcomes as, ‘organisational benefits not only stem from the 

outcomes of the interactions but also from the process of interaction’.  

Commercial MFIs do not understand that their interactions and relationship is between the 

MFI and the community, seen in the form of the impact on the women entrepreneurs. 

Drawing from the dynamics of cross sector social partnerships and in particular Nonprofit 

Organisation and Business (NPO-BUS) partnership literature, poverty is not seen as an 

individual issue but as regional and community issue. Partnership is a value creation engine 

in cross sector interactions where internal, external change and innovation can be either 

planned or emergent (Austin and Seitanidi, 2012b(Austin and Seitanidi, 2013)) . Le Ber and 

Branzei (2010a), argue for a critical theory of value creation in cross-sector partnerships by 

recasting value creation from the standpoint of the beneficiary. The emphasis on the role of 

the beneficiary - broadly defined as a stakeholder who receives part of the value organisations 

create (Lepak et al., 2007) leads them to the development of a critical theory of value creation 

which reclaims the beneficiary as a missing theoretical link and whose role influences for 

whom, for what and to what effect organisations in general (Freeman et al., 2007) and cross-

sector partnerships in particular (Austin et al., 2006), create value. The beneficiary, broadly 

understood as the intended ‘target’ of value creation (Lepak et al, 2007), typically refers to a 

marginalized, disenfranchised or vulnerable segment of society (Phills et al, 2008) that a 

cross-sector partnership explicitly addresses in its mission, products/services and 

accountability statements. Beneficiaries of value creation in general and for cross-sector 

partnerships in particular can be either individuals (Pearce and Doh, 2005) or collectives 
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(Tracey et al, 2005). Thus, a partner of a cross-sector partnership could be the beneficiary 

who benefited from the value created as a result of the partnership.  

The reason of focusing on women entrepreneurs that constitute a large and growing segment 

of the business informal-sector is three fold: 1/ Women-owned businesses are one of the 

fastest growing entrepreneurial populations in the world (Brush et al, 2009). 2/ Women 

entrepreneurs make significant contributions to innovation, employment and wealth creation 

in all economies (Brush et al, 2009). 3/ Women spend proportionately more of their extra 

income on things that help develop human capital that is, better nutrition for the family, better 

health care and education for the children, and better sanitation (Khandker, 2005). 

The inert characteristic of ‘motherhood’ of women entrepreneurs representing the 

household/family (Jennings and McDougald, 2007) has the potential to deliver larger impact 

by increasing employment and tapping underutilized resource for economic development 

(Downing, 1991; Mayoux, 1999). Thus cross sector social interactions between MFIs and 

women entrepreneurs have a higher potential to impact poverty by combining the 

development and economic logics through women entrepreneurs as community catalysts that 

potentially could increase the engagement of individuals, organisations and society. This 

study therefore contributes a framework that can contribute to poverty alleviation from within 

poverty. 
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