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Abstract: As the microfinance movement emerged in the 1980s, a barrier to expansion was generating growth capital to fund poor
people’s struggles. The first few dozen initiatives were mostly small, underfunded, and limited in terms of managerial competence. Thus,
Unitus came into being as a social business to remedy these deficiencies. In 2000 its founders sought to design a radically visionary
approach that would offer a new model for doing microfinance with its investment partners. It raised $1.2 billion, partnering and providing
loan capital to various NGOs in 23 countries benefitting many millions. However, in 2010 Unitus shifted strategically and morphed into
different organizations throughout the next decade until the present. This paper analyzes the origins, systems, strategies, and successes in
achieving such results, as well as delineating challenges, difficulties, and problems as of 2020.

Key Words: Social business, Unitus, microfinance, poverty, capital
Introduction: The need for financing the poor
The poverty problem throughout human history has been immense. The world’s working poor suffer
greatly from a lack of income, and many millions, even now in 2021, will never gain a job in the formal
economy of business and government. Instead, they must try to make do in the informal or
“underground” economy where they eke out an existence as rural farmers or street venders producing
goods to sell through tiny enterprises for small amounts of capital in order to feed themselves. What’s
holding them back from having more success? A primary factor is the lack of capital with which to
expand new opportunities. There has been growing global momentum to strengthen and scale-up
economic inclusion for the poorest people, as advocated by the United Nations’ Sustainable
Development Goals (SDGs), which seeks to “end poverty in all its forms everywhere by 2030.”
Its Eighth Goal spells out the importance of “inclusive and sustainable growth” (United Nations, 2015).
However, the challenges in striving to reduce human suffering and poverty have been brutally
confronted with new difficulties in the past year as COVID-19 has killed millions of human beings and
dampened the national economies of a hundred-plus countries. By 2030, if “business-as-usual” thinking
continues to dominate economic strategies, an estimated 479 million people are projected to be
trapped in the ugly realities of extreme poverty. The 2020 coronavirus devastation may thrust some 80
million into worse poverty than they have ever faced (CGAP, 2021). That possibility may make
microfinance and other pro-poor services more critical than ever.
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For decades, the debate has raged as to the best ways to reduce extreme poverty. There are no
shortages of strategies from large-scale organizations such as the World Bank, the International
Monetary Fund (IMF), the United Nations (UN) and its many agencies, the United Kingdom’s Foreign,
Commonwealth & Development Office, the United States Agency for International Development
(USAID), the Overseas Development Institute (ODI), and hundreds of smaller organizations. Yet
numerous critics of such institutions and their programs, often backed by extensive research, have
opined and decried such efforts over decades (Easterly, 2006; IMF, 2010; OECD, 2005; UNDP, 2019).

This paper draws on the author’s action research efforts to conceive of a new NGO called Unitus, a
social business, as it mobilized professional associates to launch and then to roll out a remarkable
strategy for fighting extreme poverty and hunger, beginning in 2000. In defining the Unitus organization,
it is characterized along the lines of Muhammad Yunus’s (2009) views, although he had not yet
published a definition. Basically, to Unitus this meant launching an organization that would be
entrepreneurial in solving social problems, but not simply be a charity. Rather, it would emphasize
adopting a business management approach that would be financially viable, yet would result in a
nonprofit entity that plows back any surpluses into its operations. It would be a nondividend, nonloss
firm whose economic resources would be dedicated to building social impacts, not generating profits.
Capital for operations would be important so the entity could become operational and remain
sustainable. But becoming rich should never be the goal. Instead, the goal would be to provide services
and seek to do good in the world.
The analysis below is drawn from the author’s personal experience, having spent some 40 years
engaged in microfinance strategies that he often called “barefoot banking” in the informal economy,
social business, and/or social entrepreneurship (Woodworth, 1997). We drew on journal notes, field
trips, Unitus internal documents, speeches, slide presentations, board minutes, news coverage, and
interviews with staff, board, clients, among other resources throughout more than a decade.
Admittedly, this study merely outlines a few key efforts, but with everything taken together, it suggests
a rather complete narrative woven with one’s eyes wide open. The paper concludes with some
criticisms and an update from the past several years (2017–2020) after Unitus split into several different
pursuits, while continuing to provide poverty-alleviation strategies and programs.
Unitus grew to embrace microfinance as that new movement emerged globally as a promising strategy
to remedy the problems of unemployment, hunger, lack of savings or access to health care, and, worst
of all, extreme poverty. Although tiny self-employment efforts as a relatively simple approach to dealing
with extreme poverty had existed down through human history, as peasants struggled to overcome
exploitation in ancient times, on through the Middle Ages, and into more recent centuries, abject
poverty and the struggle to survive have seemed to cause most of the world’s people to fight every day
simply to put bread on the table.

At the time Unitus was launched, most of the world’s population was trying to live on less than U.S. $2
per day. Only several million people around the world had access to any of these new microfinance
services. Hence, Unitus was born to address this scarcity.
How Unitus began
The organization emerged from discussions the author was having with associates who had read his
book and began wondering how they could perhaps get involved in “this crazy new idea” of microcredit,
as one put it. I was a social entrepreneur and also a management professor in the Marriott School of
Business at Brigham Young University in Utah. Those seeking to know more were wealthy associates—
executives in large technology firms and investment companies living on the East or West Coasts. Others
were corporate consultants or Utah entrepreneurs. Instead of having separate, individual discussions, I
proposed that we start meeting as a group to dialogue how we might collectively merge our business
and professional skills in beginning to practice some kind of microentrepreneurial outreach efforts.
From that start-up, we chose the name “Unitus,” drawing on our desire to unite the world in
empowering the poor, that is, to “Unite Us.”
We met regularly and held monthly debates for a while. Eventually, the group determined that it was
time to take action, so Unitus began being born. It started by donating to several nongovernmental
organizations (NGOs) affiliated with the author, including Humanitarian Link and HELP International. The
latter was an organization I had founded to provide microloans in Honduras in 1999 after Hurricane
Mitch destroyed much of that country. As a small NGO, HELP International was established in the
author’s Microfinance course, consisting of 70-plus MBAs and undergraduate students. Teams were
established, plans laid, and 46 individuals spent their summer helping provide training and microcredit
for self-employment among hundreds of impoverished Hondurans whose lives were upended by the
destruction. HELP also rebuilt communities wrecked by the flooding. That humble small beginning, aided
for a year by Unitus, has since grown to mobilize, train, and send college-age social entrepreneurs to
labour in more than 28 nations to date, involving some 3,200 students from Brigham Young University,
Stanford, Virginia Tech, Colorado State, University of Utah, Harvard, and many more (Woodworth,
2020).
In 2000, during its initial deliberations, the Unitus board of trustees established itself legally as an NGO
(nongovernmental organization) in Utah. The cofounders debated how to establish a unique social
business that would be “audacious,” make a huge impact, and provide antipoverty capital globally.
These debates concluded with a consensus that the group did not want to work with governments or
corporations, but rather wished to enter the war against poverty from the nonprofit or Third Sector.
As the first board of trustees’ chair, I suggested we travel as a team to Bangladesh when I could perhaps
arrange for an opportunity to spend a week there meeting with Dr. Muhammad Yunus, to seek his
insights about our efforts. This event became a critical event in all of Unitus’s future success, so I
describe it further here. Because I had collaborated with Yunus for several years, both of us speaking at
conferences, him in my courses and university NGO conferences, and serving on each other’s NGO
boards, I thought this would be doable. Fortunately, he agreed to meet with some of my wealthy

American colleagues seeking his wisdom. After we flew to Dhaka in January 2001, he generously agreed
to meet with us in Grameen’s boardroom every morning for a week to exchange ideas, pick his brain,
and explore what kind of innovation Unitus might carry out. After our morning seminars, the remainder
of each day was spent in the offices of Grameen managers who oversaw departments such as
marketing, operations, accounting, human resources, finance, and the like, interviewing them and
seeing their financial records to learn precisely how the bank had become such a powerhouse for poor
women. We also visited several of Grameen’s field operations to interview women, attend a local
women’s bank meeting to learn how things operate, and so forth.
By our last day in Dhaka, we had determined to carry out one of Yunus’s ideas we debated—that we
should not simply become yet another ordinary MFI. Rather, Unitus would seek to be the world’s first
Microfinance Accelerator, focused on helping other NGOs grow their own programs to serve more
clients. In other words, rather than having Unitus hire staff, recruit borrowers, give and track loans, train
clients, collect repayments, and the like, we would assist others to do these grassroots things. We would
raise the money to give or lend them capital so that they could grow and ultimately carry out their own
microlending NGO programs. This turned out to be a radical concept that proved highly successful. The
objective was to assist small, yet competent, MFIs so they could expand dramatically instead of being
limited by a lack of resources when the need was so great. This was an innovative strategy because our
initial research revealed that most MFIs were unable to provide the demand for capital required by
microentrepreneurs in many nations.
Most NGOs providing microcredit reach their client maximum growth numbers and then typically
plateau within the first five years. Few were able to grow further, due to lack of capital. The section
below offers another way of seeing the problem.
Demand for microfinance
Our Unitus research discovered that global demand was estimated to be about 300 million clients, yet
only some 30 million clients at the time had access to microfinance, a mere 10 percent of the total
demand. Thus, we believed that the unmet demand was approximately 270 million clients, or 90 percent
of the total in need. The chief question: Could Unitus become an accelerator to ramp up this new
movement in providing capital so that small MFIs could expand to serve more clients, and rapidly?
Unitus identified key elements for approaching poverty alleviation needs and opportunities with a
strategic framework of the following elements, making it different from any other organization:

Innovate: Seek out an innovative contribution
Invest: Function as an investor and supporter, not an operator
Scale: Pursue opportunities with potential for impacting millions of working poor families

Take Risks: Take risks to prove the efficacy of our methods and linkages so that others will follow in
our tracks
Catalyse: Attract capital markets to areas where the market doesn’t exist or is broken
Exit: Exit from donor funded activities when we perceive we’ve reached (or won’t reach) a tipping
point
Early on, the Unitus board continually asked this question: “Why, if there is such a huge global demand,
is there currently so little money available to provide microloans?” The answer came down to two
issues.
First was the lack of capital, explained by the following:
• Nonprofits depend on being funded by individuals and grants
• MFIs are viewed as risky for a commercial loan
• To become profitable, a critical mass must be reached
Second, MFIs needed better systemic capacities to be successful, including:
• Well-established organizational structures
• Effective management procedures
• Internal controls
• State-of-the-art IT infrastructure
• Innovative product development methodologies
Thus, Unitus began to address these challenges through numerous, intense board meetings and
debates. This process took several months but gradually a plan began to take shape. The initial goal was
to start out by forming two or three new partnerships each year and then to take these steps with each
one:

Phase 1 – Identifying potential regions and partners
Phase 2 – Evaluating and selecting an ideal partner with good systems
Phase 3 – Structuring the investment
Phase 4 – Growing the MFI
Phase 5 – Exiting the investment
Unitus planned to dramatically ramp up the microfinance movement worldwide, seeking to implement
efforts over years that could change from only modest trends to significantly greater impacts.
Unitus staff were hired and, under the direction of its board of academics, entrepreneurs, and finance
managers, the roll-out ramped up of this innovative strategy to build a more rapidly growing, long-term,

and sustainable industry to fight extreme poverty. The objectives and benefits of each MFI’s
acceleration were clear.
For borrowers, Unitus would foster such things as improved standards of living, increasingly successful
microenterprises, enhanced business skills, and strengthened social networks. For small MFIs that would
begin receiving funding from Unitus so they could begin to grow, the organizational outcomes were to
consist of achieving greater scale, operational and financial self-sufficiencies, increased capacities, and
access to sustainable funding for the long haul. Benefits could also be foreseen for the MFI industry as a
whole. Unitus would validate this new systematic growth model, it would lower the risk profile for the
formal financial sector (enticing entities to jump in to support this radical new economic development
sector), and it would also encourage broader participation by major philanthropists around the globe.
Initially, Unitus sought not only to raise capital through various donor foundations. We also planned to
make Americans aware of this endeavour and to inspire them to act individually. To that end, a Unitus
Summit was held in Salt Lake City, Utah, where over 500 participants from across America met to learn,
be inspired, and begin to take action in support of microfinance. Part of the plan was to establish Unitus
Action Groups everywhere in which friends and relatives would meet in people’s homes, learn what
microcredit was, and explore how it could be applied to reduce human suffering. Then, it was hoped,
group members would pool whatever financial contributions their little organization could make and
would donate it to an MFI of their choosing. It was an informal idea, but we hoped it would succeed.
Unfortunately, it had meagre results. Several of these groups were established throughout the state of
Utah. Perhaps the most successful was established by friends in California, in the city of Elk Grove, where
friends and neighbours pooled resources and joined the author’s expedition to expand microfinance in
Guatemala for a week. But unfortunately, most of the Unitus board of trustees didn’t even venture
forward on this agenda with their own associates. The realization grew that larger and more-dramatic
visions would be necessary, so the next step occurred in Mexico.
To get the Unitus model implemented, in 2002, we established our own little MFI in Tula, an indigenous
region in the state of Hidalgo, Mexico, to experiment with assisting tiny business start-ups. That practical
fieldwork gave the team the ability to learn quickly what was successful and how to design and launch a
new organization in Latin America. The board reached out to partner with a Peruvian NGO called Pro
Mujer (“Pro Woman”), which was beginning to expand throughout the region. Efforts began to lease
facilities, hire and train a small Mexican staff, and then begin offering training in practices of
microlending, savings, and budgeting one’s income. Starting from scratch in January 2002, the first loans
were issued that April and by December the Tula MFI had grown to serve some 2,500 clients.
Astoundingly, the new MFI enjoyed 100 percent of expected repayments, along with a 99 percent client
retention rate. The average loan size for clients was $95. Pro Mujer grew to a total of 10,401 clients
within several more years. Altogether, Unitus had invested some $1.87 million U.S.in our first Mexico
project. By the end of last year, 2020, the humble beginnings of the Unitus outreach in Tula alone had
grown to serve more than 26,000 women clients.
The Unitus Acceleration game plan

In Unitus’s first several years of operation, 2000 through 2002, once the new approach began leveraging
its Acceleration Model, the highest-potential early-stage MFIs in developing countries were identified by
our consulting team. These were then given access to financial support (in the form of loans, capacitybuilding grants, and catalytic debt guarantees), consulting advice, time-tested business strategies,
mission-critical business solutions, technology tools, strategic planning, capital advisory services, social
networks, information systems, and human resource capacity building. These multiple resources were
intended to increase each MFI’s capacity and thus empower it to reach the world’s poor with
microfinance products and services. By utilizing this model, the first of Unitus’s MFIs partners began to
experience instant exponential growth rates greater than 100 percent each year—thus potentially
serving millions of the world’s poorest people with microcredit loans, savings products, insurance, and
other financial products and services.
Many of these relatively small MFIs began doubling their client base each year, soon reaching eight
times the traditional microfinance industry average. Because of their newfound success, some even
started winning industry recognition in their countries for efficient operations, transparency, and lower
interest rates for their clients. Thus, Unitus began to demonstrate that MFIs could be run as profitable,
large-scale, social mission–focused businesses with links to local capital markets, rather than as
charities. Once linked to capital markets, such MFIs had the resources they needed to offer loans of as
little as $100 to members of the working poor, who then started tiny microenterprises to lift themselves
out of poverty. Overall, this was the process by which Unitus established itself as a leading social venture
capital investor for the microfinance industry.
Unitus’s rapid growth began reaching millions of the poor
In a few short years, Unitus started securing ever-larger donations from individuals as well as large
family foundations, often drawing on relationships between board members and their professional
colleagues. Thanks to some members’ personal wealth, several million dollars was obtained. Then, with
that success, even larger contributions came from our friends, including $3 million from the Bill Gates
Foundation early on; several million dollars more from Pierre Omidyar, founder of eBay; additional
funding from one of Facebook’s founders, Mark Zuckerberg; and from Steve Jobs’s family foundation.
The Omidyar Network, for example, gave Unitus several one-to-two-million-dollar grants early on. In
2008, it contributed $9 million to be used over the next three years. It was clear that if Unitus developed
a businesslike model for expanding microcredit, considerable potential lay in securing the necessary
capital for reaching huge success as a “partner to the poor.”
As Unitus revenues grew, the need for more staff became apparent. Previously it had employed several
of the author’s graduate business students at Brigham Young University (BYU), but greater expertise and
deeper managerial experience was becoming needed. So hiring strategies were developed to find some
of the best and brightest candidates who knew how to scale-up organizations, folks who also shared the
board’s values about love and serving the poor, as well as interest in designing innovative strategies to
acquire and leverage donations both quickly and coherently.
Beyond the Mexico operation, in early 2002, a new potential partner was identified in India, called SKS
Microfinance (Swayam Krishi Sangam), a small MFI located in the state of Andhra Pradesh. Its founder

and the Unitus board found mutually common interests: Unitus sought an outstanding partner with high
potential for growth and, in turn, SKS required an infusion of capital so that it could enjoy explosive
growth while serving poor rural Indians. It appeared to be a good model with a creative approach that
was perceived to have high growth potential. Yet it only achieved some 5,000 clients, despite seeming
to have much promise, because it was well run, was efficient, had good technical systems, and had
other qualities. Without more funding, however, it could only serve several thousand
microentrepreneurs, in a nation of more than a billion souls, because it lacked sufficient capital. Instead
of a promising future, its limitations were clear.
Thus, beginning with small grants of $50,000 or $100,000, Unitus took some risks and began to spur
major new growth at both SKS and other MFIs internationally. One of the Unitus board members also
joined the SKS board to provide ongoing technical assistance in mapping future growth plans. Soon,
United also evaluated other partners in India for potential success. Large loans were extended after
being evaluated and adjudged good candidates, and the number of such loans also grew dramatically. In
a very short time frame, many thousands of new clients were benefitting from the services of Indian
NGOs, assisted by American capital. This had become a genuine win-win arrangement for the poor of
India, their local MFIs, and Unitus itself. The initial Unitus support to scale-up SKS also led to significant
internal growth. By 2010, it had engaged with 6.8 million impoverished Indian borrowers and held $624
million worth of microloans (Strom and Bajaj, 2010). Eventually, after tripling its capital and client base
further, and for multiple growth reasons, SKS rebranded itself with a new name—Bharat Financial
Inclusion Ltd.—and added new services. Since then it has merged with IndusInd Bank and expanded
those numbers even further, by 2020 having some 19,000 employees, 3,600 offices, and 16 million
customers. Not bad growth from humble beginnings in 2002 with a Unitus partnership.
More Unitus partners
Beyond SKS, Unitus established partnerships with various other small MFIs that were well run, yet lacked
capital for significant client growth. Below are brief highlights of a mere four of the early MFI partners
that Unitus began funding as acceleration plans were implemented.
Fondo de Inversion Social (FIS) - Argentina
The author was working on Latin American social entrepreneurship projects in 2008 when he met up
with the Argentine founders of FIS. They saw the challenges of over three million people struggling
under the national poverty line in the capital of Buenos Aires alone. A mere two percent had access to
financial services, in part because the economic crisis of the late 1990s had left the nation suffering from
a massive currency devaluation and historically the world’s largest debt default. FIS was established in
1999 to provide financial services to the working middle class and urban poor. Unlike people enduring
extreme poverty in Bolivia and Nicaragua, Argentinians lacked microentrepreneurial traditions and held
widespread distrust of the financial system. FIS believed that microfinance, business, and the pursuit of
social benefit could be combined to improve things. Eventually, our Unitus team agreed that our
resources could assist FIS with funding to leverage its client base beyond Buenos Aires to rural areas,
growing from some 4,500 clients to many more. It soon became the largest microfinance institution in
Argentina.

Swadhaar - India
Three of four poor people live in rural regions of India where more than 21 percent of the population
suffers in chronic poverty. Swadhaar became a new MFI in the urban slums of Mumbai, a huge
struggling city that the 2001 Indian Census reported had 54 percent eking out an existence in city slums
without even running water or indoor plumbing. Swadhaar was launched in 2006, providing a mere $85
per microloan. It was serving over 2,000 borrowers when Unitus analysed its programs and began
offering MFI funding as a complement. Swadhaar’s initial objective was to reach some 200,000 clients
within five years, which it did. Today it remains heavily focused on women’s financial literacy, as well as
the use of new technology to access capital and operate microenterprises.
LifeBank Foundation - The Philippines
One third of all Filipinos struggle in poverty, with some 80 percent suffering from severe conditions in
rural areas where people live on less than $2 per day. The author launched one of the first MFIs in
Manila in 1989-1990, now known as Mentors International (Woodworth, 2020). Since then, it has raised
some $147 million and provided over one million loans that have improved the lives of some five million
people. Despite these achievements, Philippines continues to suffer much from destructive cyclones, an
Islamic insurgency in its southern islands, and extensive government corruption. Thus, LifeBank was
founded in 2003 on the island of Visayas where poverty was extreme. It began providing not only $80
microloans to impoverished individuals, but other financial services as well. Over time, its programs,
ethics, and strong management capabilities impressed Unitus, thus a partnership was born. Gradually,
LifeBank has grown through the years of collaboration, from extending a few hundred loans in 2003, to
61,000 only four years later, and on to more than 126,000 clients. With a vision for nationwide growth
and assisted by early financing from Unitus, LifeBank has scaled up to serve 270,000 clients by 2009, and
as of 2020 it supports over 350,000 microentrepreneurs.
Bandhan - India
Another of the many other partners Unitus worked with as an MFI was Bandhan. Individuals in and
around Kolkata (formerly Calcutta) merely earned $46 per month while confronted with poverty that
was epidemic in Unitus’s early rise. Founded in West Bengal in 2000, this organization was impressive
because it provided services mostly to poor women through programs like health care, education, and
disaster management, supplemented by microfinance and microentrepreneurship training. Its name,
Bandhan, means “togetherness.” It grew quickly when Unitus entered the picture to accelerate its
outreach further. In 2008 alone it grew more than 300 percent, and reached two million borrowers the
following year (Team VCC, 2009). That successful accomplishment resulted in Forbes Magazine ranking
it third among the world’s leading MFIs that year. Unitus aided Bandhan further by advising how it could
achieve greater cost controls, efficiencies, and impacts. By standardizing its operating systems it was
able to lower its rates for clients, thus propelling it to further success. In 2015, it evolved into Bandhan
Bank so it could offer additional customer services while continuing to keep its primary effort on serving

India’s poor. A Fortune article in early 2021 reported that Bandhan today has over $7 billion in market
capitalization, yet primarily continues aiding India’s poor though its 3,500 MFI offices aiding a total of 21
million poor clients (Ghosh, 2021).
In addition to the four MFIs detailed above, Unitus also evaluated a number of other prospective ones
and began channelling funding for their growth.
Beyond microlending partners to for-profit venture capital tools
Eventually, the Unitus managers and board team determined that to substantially accelerate the
process of financial inclusion, it would need to include for-profit efforts that would add the resources
and services of capital markets for significant further growth. As the original founder and first chair of
the Unitus board, I felt conflicted about microcredit ventures turning to capitalism for their money. I
preferred upholding my ideals of following the “pure” motives of doing good while making personal
sacrifices to help those who are oppressed. Yet I always felt that anyone can make a difference. I often
spoke out vehemently against several global MFIs that were beginning to privatize and or were
conducting IPOs (Initial Public Offering) on the stock market. I’d seen several ramp up interest rates on
their microloans to the poor, which angered me. Then I’d see the early investors and certain board
members from such ventures become millionaires.
But our Unitus discussions suggested that hoping for small, private contributions from average people
was never going to achieve the scale of global self-reliance to which we were committed. Perhaps
humanistic capitalism could be a good fit with charitable values, we thought. Otherwise, our continually
asking people for financial contributions would lead to “donor fatigue,” as we were already seeing.
Having an equity fund would give an MFI independence and enable it to become master of its own
destiny. Furthermore, its managers could begin to plan for the future without outside factors such as
grants being cut or reduced. Being able to plan, understand, and manage one’s resources could likely be
the key to the success of any growing MFI. Equally critical would be the fact that the organization would
need to have better finance and accounting systems, as proficient businesses do. Simply offering donors
a “feel good” story of an MFI client who, say, received a loan in Nicaragua would not suffice.
In most capitalist societies in major nations, it’s clear that regulators, investors, and other constituents
impact and constrain the market system. So Unitus decided that by starting an equity fund, there could
be “guardrails” in microfinance efforts to ensure that they keep their focus on the unbanked sector and
the very poor, especially their women clients. Having social guidelines and priorities could prioritize
against pure profit-decisions of an equity fund that pursues money interests alone. In sum, at Unitus’s
partner MFIs, the social benefit of making loans to the poorest women should be prioritized before
maximizing profits. Ultimately, such social safeguards were outlined and documented in preparing to
ensure that MFI managers kept their focus on the targeted, unbanked poor.
Below were the primary instruments for adding new capital-based strategies:
Unitus Equity Fund (UEF)

UEF was our first fund and was rolled out in 2006. It would seek money from people’s investments, not
donations. They would not get IRS charitable contribution receipts. Rather, they would not be “donors”
but instead “investors” expecting to get their investment monies back with earnings, not maximizing
profits, yet doing good and getting a decent return. UEF launched in 2006 with a first close of $9 million
U.S. on an expected $20 million fund. Making this decision made UEF the first equity fund in the history
of microfinance. Its characteristics included focusing on high-growth MFIs that would offer microfinance
monies to the poor not currently being served; generating purely private monies; and emphasizing
equity, not debt investments in microfinance institutions (MFIs). The UEF fund was structured like a
venture capital fund so one’s money was locked up in order to provide immense poverty impacts for up
to 10 years. The target was a return of 8-12% per annum. Unitus hoped that UEF would succeed as a
demonstration effect for social investing, thus inspiring additional private capital from others to flow to
social enterprises. The group had come to the conclusion that equity investments like UEF’s would be
critical for future MFIs. UEF ultimately raised $23 million from wealthy Unitus founders on its board.
Along with funds from investors it secured contributions from Kensington Investments LP, Abacus
Wealth Partners, and several smaller sources. One of its most impressive programs was linking UEF with
Elevar, an Indian MFI fund led by a former Unitus manager. This partnership fueled impressive MFI
growth. Elevar’s first fund grew to serve over 10 million borrowers or clients with MFI loans worth more
than $1 billion. Its second fund helped a broader set of businesses that collectively served a million more
clients/borrowers. Jointly these funds brought $3.7 billion in debt and $500 million in equity in
subsequent rounds to its investments such that by 2013 it had averaged 155 percent revenue growth.
The funds together had invested in 16 early- to growth-stage companies serving close to 11 million total
households in Asia and Latin America through services such as microcredit, savings accounts, rural
health care, home improvement loans, small business credit, and migrant and information services, and
more (Clark & Thornley, 2013).
The Dignity Fund
Dignity was the second fund launched to secure new capital sources for the MFI industry with the goal
of “fueling the social empowerment of the poor.” Its hope was to increase the number of poor
households with access to credit, savings, and other financial services by providing debt financing to
promising microfinance institutions. The Unitus managers and board envisioned that Dignity would
generate additional new funding to help MFIs needing and deserving of more capital for growth to reach
a greater number of impoverished clients throughout the Third World, enabling ever more
entrepreneurs to lift themselves out of poverty with dignity.
Unitus Capital
This new fund was established in 2008 and located in Bangalore. Its focus was on generating more
money from investors who sought to empower extremely poor families through the rapidly growing
demands for microlending in the subcontinent of India. The analysis we did suggested that Unitus would
have greater impact by “spinning out” its capital markets team into a new social enterprise that
provided corporate finance services. Money was raised from seed investors and thus Unitus

Capital became a reality. It soon began expanding to serve social enterprises in China and Southeast Asia
and also to bring in clients from nonfinancial services sectors.
New awards and marketing programs
New ways were always explored that could promote Unitus so it could grow in both impact and repute,
thus attaining greater public awareness along with new funding. Various innovative schemes were
hatched to enhance its own MFI resources. For example, The Police, a globally known rock group, was
approached to provide public relations to new audiences. It agreed to partner with Unitus by featuring it
at its concerts and soliciting monies from ticket sales across the USA. They not only offered public
relations opportunities and sold tickets benefiting Unitus, but they agreed to filming a promotional
video that was sold worldwide. A few superfans even won the opportunity to sing on stage with the lead
singer, Sting, and the band’s other top performers as they traveled to stadium venues throughout North
America. This marketing effort netted Unitus over $200,000. It was successful enough that when The
Police launched its European tour, similar fundraising occurred there, as well. It provided fans with
front-row concert tickets and pre- and post-concert private venues to interact with the band. For the
music group itself, the effort showed its commitment to helping reduce poverty through microfinance.
Through the years, Unitus had enjoyed not only success in raising hugely significant sums of money for
combating poverty, but also numerous awards and public recognitions. A summary of some includes the
following: For three years in a row (2005-2008), Fast Company magazine and the U.S. consulting firm
Monitor Group announced that Unitus won a Social Capitalist Award and was honoured in New York for
“using the tools of business to solve the world’s most pressing social problems” and “demonstrating a
consistent and unusually large impact on society.” It was awarded the prestigious four-star rating for
sound fiscal management from Charity Navigator in 2007 and 2008.
Unitus Capital was ranked the No. 1 Investment Bank by Deal Volume for several years in a row up
through 2019 by Venture Intelligence and other institutions. From 2014 to 2018, it was named the “Best
for Investment Banking – India” for 2015 by Wealth & Finance International, and in earlier years for its
work advising Morgan Stanley, Opportunity International Australia, Microventures India, and other
institutions. It was “highly rated” as a “best company to work for” by Glassdoor and other global HR
companies. It has been featured nationally in The New York Times and The Wall Street Journal; on
PBS and National Public Radio; in many smaller media outlets like the Seattle Times, Salt Lake
Tribune, and dozens more; as well as in major magazines like Newsweek, Time, and Harvard
Business Review. As well, key news sources in India, Kenya, Cambodia, Mexico, and dozens of other
international cities have featured stories on Unitus’s impact over the years.
As Unitus expanded its accelerated MFI impacts, it became a “darling” of the movement. Earlier
organizations such as the Grameen Bank, Accion, FINCA, and others were still operating, but Unitus itself
was generating a great deal of new enthusiasm. Its fame continued to grow as board and staff were
invited to present their work at dozens of global conferences and at top universities. In academia, MBA
and other graduate students along with professors wanted to learn more, hoped for internships, and in
some cases got Unitus job offers. By the mid-2000s Unitus was growing its staff from a handful to a

dozen individuals, then to 23, on up to 37 and eventually some 45 managers. Most had extensive
experience with major tech, banking, and other industries. Many had been entrepreneurs or top
executives at Apple, Citibank, and Microsoft, or been the head of Advisory Services for the International
Finance Corporation (IFC), or had managed British or South African investments. Programs were being
operated from Unitus offices in Seattle, Washington; Bangalore, India; and Nairobi, Kenya.
Partners and microentrepreneur client growth (2006-2010)
By utilizing its Microfinance Accelerator—a tool for large-scale rapid poverty alleviation, developing new
marketing strategies, creating new investment funds, reinventing the microcredit movement, and
partnering with other major MFI organizations throughout the planet—Unitus itself was becoming a
powerhouse. Unitus had entered into a rapid growth phase. By early 2006, Unitus had expanded to
seven MFI partners serving more than 540,000 poor clients in India, Mexico, and Kenya in East Africa. It
installed a new board chair and expanded its management team, then shifted its headquarters shifted
from Utah to Redmond, Washington, where new staffers were being hired from tech firms like nearby
Microsoft. Next, with a heavy Indian presence, a field office was established in Bangalore. That same
year, Unitus also hosted its first-ever Unitus Leadership Summit in Malaysia. The conference brought
together representatives from Unitus’s many MFI partners, as well as leaders from several non-Unitus
MFIs in India, Mexico, and the Philippines. It offered attendees the opportunity to share ideas on
leadership, innovation, and sustainable growth for microentrepreneurs.
As of November 2006, Unitus was serving more than 1 million clients in India, Kenya, Mexico, Argentina,
and the Philippines. By reaching such numbers in less than five years, Unitus had built the fastestgrowing microfinance portfolio in the microfinance industry. A year later, in 2007, Unitus held another
three-day annual leadership summit, this time in the Philippines. Microfinance and both business and
philanthropic leaders, including those from Unitus’s MFI partners, met to chart the next chapter of
poverty alleviation through social business. That summit provided a platform for social entrepreneurs
and private sector experts to confront barriers and explore new solutions to scaling poverty-fighting
enterprises. The summit’s highly interactive sessions focused on strategy, technology, financing, and
business efficiency. Together, participants engaged in dynamic, forward-looking discussions centered on
identifying trends and evaluating new opportunities emerging in the field of microenterprise.
Conversations focused on the need to lower operating costs, boost innovation, develop new products
and services to meet the growing needs of the poor, devise strategies to leverage inflows of private
capital into the microfinance sector, and enhance the potential for MFIs to serve as distribution
channels for other products and services, such as health care and clean water.
By 2007, Unitus had hired an increasing number of managers and staffers and was by then operating
from three offices in Redmond, Washington; San Francisco; and Bangalore, India. It had grown to serve
16 partners worldwide, and collectively they were providing financial services to over 2.4 million
microentrepreneurs in India, Kenya, Mexico, Argentina, the Philippines, and Indonesia. In addition to
offering ever-larger amounts of capital, it was also promoting and supporting knowledge-sharing among
its 21 MFI partners. By 2008, Unitus and its partners had reached more than 3.5 million poor families
worldwide since its incorporation back in 2001, making it one of the fastest-growing MFI networks in the
world. Within another year, the Unitus portfolio had surpassed the six million client mark, nearly double

the number of clients served in the previous year. The organization by that time had 23 MFI partners in
Argentina, Brazil, Cambodia, India, Indonesia, Kenya, Mexico, Tanzania, and the Philippines.
In 2008, Unitus held its annual Leadership Summit in Bali, Indonesia, attracting more than 20
microfinance innovators. It was the third such gathering of Unitus partners. In its sessions, industry
experts and executive coaches addressed microfinance challenges such as how MFIs were dealing with
the ongoing 2008 global credit crunch of a major international recession; how to grow an MFI rapidly
while maintaining its core mission; which products and services were working beyond providing
microcredit loans and how best to design and implement them; and ways in which MFIs could measure
both their own success and that of their clients. During this summit, Unitus presented the Unitus
Acceleration Award to Equitas, a recent MFI partner in Chennai, India, that had reached 100,000 clients
after only nine months of operation. The award began to be presented each year to a Unitus partner
that best exemplified the goal of accelerating microfinance by achieving outstanding growth in a
challenging market, through innovation, growth, and commitment to client needs.
Also in 2008, Unitus also launched a new program called “Empowering the ‘Ultra Poor,’” funded by the
Sorenson Legacy Foundation, based in Utah, to provide a two-year initiative to increase impacts on the
poorest internationally.
In 2009, Unitus Labs launched the “Social Performance Management” (SPM) project as an effort to
improve metrics on the impact of microfinance in borrowers’ lives. At its core, it was doing research on
what actually happens to microcredit recipients after receiving a loan. How does it impact one’s quality
of life and income levels? In addition to providing an avenue for qualifying such impacts, SPM served as
a tool for MFIs to evaluate and improve financial products, services, and operational procedures to learn
how a tiny loan increased client satisfaction and retention. This project was later transferred to
MicroSave, another MFI organization, for completion. During that same year, Unitus Labs also opened
an Africa Microfinance Growth Centre in Nairobi, Kenya, to help identify and catalyze stronger
microfinance outreach for poor populations in rural East Africa. It later was funded by the Omidyar
Network, Boeing, FDSK, and SV2’s Silicon Valley Social Venture Fund. This project was completed in
2010.
Unitus also announced in 2009 a new partnership with Yehu Microfinance Trust, an MFI recognized for
its strong leadership and strategic operations in underserved areas of coastal Kenya near Mombasa. It
had been founded by an early board member and Utah entrepreneur one decade earlier, becoming
Unitus’s third partner in East Africa, Yehu had over 8,000 clients while serving marginalized populations
whose members earned less than $2 per day, and committed itself to commercially scaling its
operations to expand its reach. Yehu thus became the twenty-fourth MFI partner. By September 2009,
Unitus had helped its partners serve more than 9 million families worldwide, within a mere seven years
since its launch.
Upon securing new funding from major sources of capital such as the Michael & Susan Dell Foundation,
the Boeing Corporation, and Deutsche Bank, further impacts were achieved. Unitus held its 2009 Unitus
Leadership Summit in Mussoorie, India. During the event, Unitus MFI partners, microfinance industry
experts, and other attendees shared experiences and best practices in microfinance. This fourth and

largest summit brought together 27 representatives from 16 MFI partners in six countries on three
continents. At the end of the summit, seven Unitus partners were recognized for reaching significant
client outreach milestones that year. Samhita Community Development Services, a Unitus MFI partner
since 2008, won the Third Annual Unitus Acceleration Award. Operating in Madhya Pradesh, India, one
of the poorest regions with more than 37 percent of the population living below the poverty line, its
start-up challenges were many. The region is characterized by low population density and poor
infrastructure and is primarily populated by landless, agricultural wage laborers with limited general
education and no previous access to financial services.
In mid-2010, Unitus Labs decided to alter its business model. Its strategy was shifting to explore other
sectors of economic development, not microfinancing per se. Its management team had been debating
other issues for some time, seeking advice from a mix of partners and experts, conducting research on
other global needs and opportunities that would continue to be in sync with Unitus’ purpose and
mission, but with big changes occurred. In a July 2, 2010, press release, it announced to the public that it
would halt the funding of the poorest in deploying solely microfinance services through its NGO partners
with this headline and explanatory statement:
“Unitus, Inc. Redirects Efforts from Non-Profit Microfinance Acceleration toward a Broader Array
of Social Ventures: Innovative nonprofit helped shape and validate microfinance as a viable
commercial activity, increase access to investment capital for working poor; with tens of billions
of dollars in commercial capital now available in the microfinance industry, Unitus, Inc. will
refocus efforts to other scalable solutions to global poverty.
“Over nearly 10 years, Unitus, Inc. has directed $40 million in donations and almost $30 million
in investment capital to strategic microfinance partners. Unitus, Inc.’s strategic partners have
channelled $2 billion in loan capital to more than 12 million clients, most of whom live on a few
dollars a day. New activities will adhere to the vision of positively impacting the greatest number
of the world’s poor through innovative, highly leveraged solutions that are currently not widely
available in the marketplace” (Unitus Announcement, 2010).
In other words, a new Unitus 2.0 would be created. Its objective was to become an organization
focusing on “improved livelihood opportunities for the working poor.” The group formed a team that
was willing to set up a new venture and launch a fresh vision that could catalyze a brand-new market for
livelihood ventures. It was designated to become a venture named Unitus Impact, and began to be
rolled out in 2011. The plan was to become an investment management firm focused on “creating
livelihood opportunities at global scale and impact.” This announcement was met with considerable
surprise, even “shock,” as some termed it. The criticisms began to arise, as will be reported later.
Unitus Labs
By 2011 had Unitus officially changed its name to “Unitus Labs” to better reflect its historical approach
and both its current and going-forward focuses on engaging in early-stage research on and support for
market-based solutions that reduce global poverty. The Unitus Family evolved into four independently
entities, each with its own managers and boards: Unitus Labs, a nonprofit focused on research and
early-stage development; Unitus Equity Fund, a strictly microfinance venture fund; Unitus Capital, an

investment bank focused on Bottom-of-the-Pyramid interventions (Prahalad, 2005); and the Unitus
Impact Fund for investing in innovative livelihood ventures.
Later that year, in October, Unitus Labs renamed a pilot initiative in India as Unitus Ventures, having
earlier been known as the Unitus Seed Fund. Its objective emphasized developing new businesses in
emerging markets with innovative strategies that possessed high potential for millions of people to
better their lives. Unitus Labs managers began to feel that enormous numbers of ideas for reducing
poverty on a large scale would emerge from start-up entrepreneurs who generated disruptive ideas and
models to eventually become for-profit firms. Thus, by mid-2012, Unitus Ventures was off-loaded from
Unitus Labs to become its own individual capital management firm to scale-up investing operations and
impacts. It has become the leading venture fund in India supporting early-stage tech start-ups with India
scale and global potential. It helps capitalize early-stage fintech, education, health care, and jobtech
start-ups get ready to grow via funding, strategic and operating support, and securing growth capital to
validate market potential. Recently Unitus Ventures was continuing to provide capital to various projects
including an ed tech start-up named Habitat, in Bengaluru in 2020, with an over $500,000 investment,
another with $800,000, plus more. The portfolios of its companies then exceeded $144 million in
revenue generated while impacting over 12 million Bottom-of-the-Pyramid people.
It should be mentioned that by 2011, Unitus Capital alone had successfully raised over $550 million of
debt and equity capital for social enterprises, primarily in the Asian financial services space. It has
continued to grow ever since. A few milestones from its long-term focus in India: by 2013 it became the
No. 1 investment bank by volume of deals accomplished; in 2014 it had raised more than $1 billion for
pro-poor investments throughout Asia; by 2017 it had closed the largest private equity transaction in
microfinance, more than $100 million, for Spandana, another Indian MFI; and then, finally, after years of
confronting hurdles such as Indian demonetization, government restrictions, and more had cropped up,
a new entity was established in 2019: the UC Inclusive Credit Pvt. Ltd. (UCIC). It operated in Bangalore, a
leading region of Indian social innovation and entrepreneurship. It was incubated by Unitus Capital as an
impact-focused Non-Banking Finance Company (NBFC) registered with the Reserve Bank of India.
The cluster of current Unitus entities appears as shown in Figure 1.
Figure 1
Unitus Labs Entities Worldwide

Criticisms and challenges facing Unitus
In the spirit of openness and complete disclosure, the author of this paper needs to mention a few
criticisms and debates about Unitus’s perceived weaknesses and shortcomings, some specific to it as an
institution, others extending to its work within segments of the entire MFI movement.
First and foremost, Unitus received the bulk of its criticism over its ten-year lifetime only when in 2010 it
announced it was exiting the microfinance world and would be using its remaining capital for other
purposes, apart from serving the world’s very poorest people. In fact, the change generated multiple
news stories worldwide, producing a torrent of questions at best and condemnations at worst. One
story in The New York Times had this: “‘If Unitus is closing down, that shows what is the real result of
this I.P.O.,’ said Muhammad Yunus, an economics professor who is considered the father of
microfinance and has been critical of the SKS stock offering. ‘You are now encouraging the profitmaximizing part, and the nonprofits are closing down.’” He worried that the huge growth in new
financing by SKS, along with Unitus’s collaboration, contradicted the values of the MFI movement itself
as it turned to money-making ventures by some organizations (Strom & Bajaj, 2010). The Unitus board
chair and several members sought to counter growing criticisms from the MFI world as well as
prominent charities and donors in multiple nations. Said one of its trustees: “Unfortunately, false and
misleading information about this [Unitus] announcement have become widespread. This is very
disheartening” (Richards, 2010).
The new Unitus would expand to use multiple strategies to combat poverty, but not by funding MFI
partners in the future. It would explore other mechanisms for reducing suffering such as new
technology, education, and health care. In responding to critics, Unitus issued multiple news items trying
to explain or defend its actions. It acknowledged there had not been sufficient notice to its MFI partners,
donors, newly laid off staff, and others. It emphasized that the shifting strategy away from partnering
with MFIs toward new programs would not affect existing donations, which would all be channelled per
original commitments. None of the board members would benefit from the large SKS initial public
offering, and any proceeds would continue the Unitus charitable mission. As one board member who
remained and became the leader of the new Unitus 2.0 declared: “We have been agnostic about
methods. We are not about microcredit, profits, nonprofits, or any other methodology. We have
searched for highly leveraged ways that we might uniquely contribute to empowering millions of poor
working families with the opportunity for economic self-reliance” (Richards, ibid.).
The new Unitus would expand to use multiple strategies to combat poverty, but not by funding MFI
partners in the future. It would explore other mechanisms for reducing suffering such as new
technology, education, and health care. With respect to economic development, the emphasis would
shift to assisting SMEs (Small and Medium Enterprises) that could grow and hire millions of future
employees, not just help those who are extremely impoverished become microentrepreneurs for their
tiny microenterprises. The change would emphasize “market systems and capitalism as powerful tools
that can and should be harnessed to bring opportunity and sustainability and global impact. We are
committed to identifying high-impact projects with clearly defined and measurable goals. When we
determine our work is done with a particular job, we will declare that we are done, then exit and pursue
other worthy projects” (Richards, ibid.).

As Unitus accelerated its partnerships and raised more capital, it also was confronted with numerous
new challenges. Some of them were extremely stressful and had not been anticipated. For instance, in
2008-2009 a global recession had hit the financial sector hard, and of course, it spilled over to virtually
all other aspects of most nations. That meant less capital for microfinance everywhere, fewer donations
from people to charity, the decline of MFI management jobs, and more. In turn, poor borrowers who
had taken microloans faced nearly impossible ways to grow their microbusinesses so they could pay
back their loans. Big global banks and major industries in the United States, Europe, and Asia were also
hard hit. Obviously, those at the base of society’s pyramid suffered tremendously. Yet Unitus, Accion,
Grameen Bank, FINCA, and other major players trudged on as best they could. My sense was that some
of the major players, in fact, had plenty of reserves and were able to increase their capital giving to the
most efficient NGOs, who in turn passed the funds on to those suffering the worst at that time. In other
words, Unitus and several others doubled down on their financial commitments because they knew how
precarious the economic realities were for those in extreme poverty. Thus, in a few instances, they
channeled more capital to those in greatest need.
By 2010 when Unitus shuttered its MFI acceleration program, a crisis was brewing in Andhra Pradesh,
India, popularly known as the “Mecca of Microfinance.” Microcredit or communal banks had heavily
emphasized what were called “Self-Help Groups” (SHGs), meaning small gatherings of female borrowers
committed to repay their own and others’ microloans. The structure was similar to the Solidarity
borrower groups popular in Latin America and elsewhere. However, some of these Andhra Pradesh MFI
clients had begun losing farms and businesses, unable to repay loans. This led to over 3,000 suicides and
launched a global uproar as to whether microcredit was the cause of these tragic deaths (Deshpande
and Arora, 2010). State and national Indian governments intervened and either shut down or froze
certain MFIs while an investigation occurred. From the crisis that evolved, local and national
government entities in India mandated new, protective codes of conduct as well as a plethora of tighter
regulatory frameworks to fix the problems. Multiple debates arose as to why this sad crisis happened.
The early Unitus India partner, SKS, based in Andhra Pradesh, had enjoyed explosive growth with its
huge Unitus capital infusion over its first decade. From a mere 5,000 microcredit clients when Unitus
began building up its capital portfolio with a few hundred thousand dollars, SKS grew exponentially. In
2007, SKS received $11.5 million from private equity funds such as the Unitus Equity Fund, Sequoia
Capital, and Odyssey Capital so that it could expand to many millions more clients. It gradually
mushroomed into India's largest microfinancier with an international portfolio of investors and
shareholders that by 2010 raised $350 million in an IPOs that emphasized even more the attractiveness
of the industry to international financial capital. The reasons for the company’s attractiveness were
evident, not only in ever-growing millions of new microentrepreneur clients, but also in the fact that its
profits had doubled to $38 million U.S. on revenues of $212 million—an astounding and attractive fact.
Yet, as Taylor (2011) questioned that period, was microfinance’s expansion in Andhra Pradesh a
“transformative tool or escalating debt trap?”
Multiple questions are still being asked about what occurred in the tragic Andhra Pradesh events. Was
the 2010 crisis caused by previous floods, droughts, and natural disasters that collectively exacerbated
these unfortunate events? Or perhaps a few MFIs employed usurious interest rates typical of greedy

moneylenders that drove some clients to the edge? It was eventually discovered that certain Indian
MFIs were charging poor clients as much as 24 to 36 percent interest. In one case, the amount was 60
percent, making it difficult even for millionaires to pay their debts. Of course, in some instances the
MFIs may have shielded the actual loan costs from borrowers. In other instances, it’s likely that the
financial illiteracy of microentrepreneurs made them more vulnerable to economic manipulation. Or did
these MFIs deploy overly aggressive collection agencies that threatened borrowers such that suicide
seemed the only way out? Or did these tragedies occur due to unique cultural elements within India
such as caste, class, or gender? Or might all this have been somewhat self-inflicted by farmers
themselves who obtained microloans but who, instead of plowing their new resources into business
growth, used the funds for consumer spending? Or, as is known in many cases, did they go from village
to village, capturing new microloans from various NGOs that unknowingly approved too much financing,
thus making it impossible for the average borrower to ever pay off all debt? The debate over such
questions is still occurring today. To the degree these tragic events influenced Unitus’s restructuring,
shift in objectives, staff layoffs, and more is not clear.
During that same time, debates arose about microfinance itself. Some MFIs were accused of relying on
exploitative lending techniques such as in the case of Compartamos in Mexico, in which forceful loan
recovery practices had been adopted that pushed borrowers into “debt traps” (Karnani, 2011; Harper,
2007; Hulme & Arun, 2011). Additional scholars questioned the very assumption that microfinance was
an effective tool for alleviating poverty (Ellerman, 2007; Meyer, 2007). Others were even more critical.
Bateman (2010) wrote an entire book of criticisms titled Why Doesn’t Microfinance Work?
Over the decades, some researchers increasingly pressed their concerns that microloan interest rates
were becoming too high, leading to bankruptcies among clients who found they couldn’t repay their tiny
start-up capital (Morduch, 1999; Morduch & Haley, 2002). Others, such as economist Dean Karlan and
his colleagues at Yale University, used randomized trials to assess results. Their data question the
economic success of microloans among the very poor (2010), suggesting positive social benefits but not
necessarily economic improvements.
Occasional challenges still arise regarding practices among microfinance banks in underdeveloped
countries, including complaints about constant changes in government policies, lack of requisite human
capital, financial or infrastructural inadequacies, and even sociocultural misconceptions. In addition to
these, some MFIs were further inhibited by their own corruption, frauds, executive greed, forgeries, and
overall incompetent corporate governance.
Another core question has to do with MFI motivations. Are MFIs purely focused on helping reduce
poverty? Or on generating profits for themselves? Copestake, among others, raises the question of
mission drift in microfinance programs (2007). The author, along with Dr. Yunus and others, became
public critics of money-making schemes through the privatization of Mexico’s large MFI, Compartamos,
for example, which transitioned from a nonprofit to a for-profit business in ways that made some board
members and investors sudden millionaires overnight (Woodworth, 2010).
Similar criticisms arose in Peru when its large microlender MiBanco became a for-profit lender to the
poor. The problems of mission drift began to be more obvious. Instead of staying true to their

sustainable social missions, investors, and clients, in some cases board members turned to an agenda of
profit-seeking, not advocating for social change. They claimed they were being socially responsible, but
behaved less so. Instead of adhering to MFI operating standards for “pro-poor” activities and putting
teeth in them so that greedy, self-focused MFIs could not obtain more funding, they emphasized what
they called “efficiencies” and used other purely capitalistic logic.
Certain critics of Unitus and other large players in the MFI industry complained that microcredit was
drifting away from zeroing in on empowering the “poorest of the poor”—those living in absolute
squalor, trying to survive hand-to-mouth on only one meagre meal per day—toward giving most loans
to those a little more well off. The rationale for doing so was that such clients had more possibilities to
expand their microenterprise, knew how to succeed, had additional experience, and maybe had
received a bit more education. All these things held promises of doing better with loan capital, and then
paying off their debts with interest. The justification for this included the argument that those under the
poverty line and the near-poor also require and deserve capital.
Conclusions
Regardless of positive or negative assessments regarding the ultimate success of the microfinance
movement and further attempts to explain and justify all its facets, the fact is that this trend is here to
stay. The promise continues that financial inclusion through microfinance will change lives so that poor
families have access to loans and other financial services, thus earning more, having better quality of
life, building assets, and cushioning themselves against future external shocks. Increased income
provides the means for poor families to acquire land, construct or improve their homes, and purchase
livestock and consumer goods, as well as expand their businesses. Joining others in their small rural or
large urban community helps them to accrue and access savings, since engaging with an MFI increases
families’ trust that they can safely store, grow, and utilize their funds. This, in turn, reduces the
vulnerability of the poor. They are more able to achieve everyday survival and plan for the
future. Parents can pay for their children’s tuition, enjoy better living conditions, gain access to health
care services, and enjoy multiple other desired benefits. For these and other reasons, microfinance and
financial inclusion are critical strategies to help alleviate poverty and build a world of greater equity and
opportunity.
I must acknowledge that the huge capital generation of MFI funds made global success truly amazing,
more than we at Unitus, Yunus at Bangladesh’s Grameen Bank, or Wall Street could have imagined.
From only a few institutions giving a microcredit loan in the 1990s before the rise of Unitus, Accion,
FINCA, and BRAC, by early 2010 more than 100 million microentrepreneurs around the globe were
receiving credit to expand their tiny businesses and create jobs not only for themselves but for family
and friends, as well. Some 20 million people were beneficiaries of the $1.2 billion generated by Unitus
Microfinance in its various forms. Today the numbers are even larger, and money in the global market
for microfinance is projected to reach $313 billion by 2025 (Globe News Wire, 2020). Meanwhile,
increasing inequality in wealth distribution and the rise in the number of unbanked people continues.
The divide between wealthy billionaires and humanity’s bottom 50 percent keeps expanding. In fact,
during the 2020 COVID-19 pandemic, billionaires dramatically increased their financial holdings by a
trillion dollars of massive additional wealth (Stebbins & Suneson, 2020).

As an early advocate for the global microfinance movement, I will continue to push for using it as a tool
to reduce extreme poverty and press for greater empowerment among women. I hold that in spite of
capitalist ventures’ attempts to seize control of social innovations that serve the poor while maximizing
their own agendas, microcredit should be a fundamental human right. But it needs to be centered on
uplifting the masses, not enhancing the major instruments of capitalism such as large for-profit banks.
Effective MFIs must protect the “poorest of the poor” from becoming victims of capitalism’s ravages to
counter the grinding weaknesses and vulnerabilities of having too little capital, work, or food.
Unitus was clearly a critical player in the early mechanisms for financial inclusion, thus benefiting those
who suffered globally. It generated huge new sources of capital for uplifting the poor from the depths of
despair. Unitus successfully found donors and convinced them to help join the MFI movement such that
between its small individual contributors and large institutional investors, some 20 million-plus of its
struggling clients secured individual or solidarity-group loans to launch or expand their microenterprises.
Unitus’s tools for accelerating the movement were extended by other microlenders, both large and
small, to the extent that approximately 195 million people had obtained microloans by 2012-2013,
according to the Microcredit Summit (Reed, 2013).
Since that time, even after Unitus moved on to other strategies through Unitus Labs and its additional
innovative vehicles, the microfinance movement has expanded to thousands of new MFIs, giving
impoverished clients access to thousands of new MFI institutions and reaching as many as 400 million
borrowers worldwide today. As global inequality grows, while the COVID-19 pandemic continues to
wreak worldwide havoc on small businesses and poor families’ lives, the need for tiny amounts of
microenterprise capital will surely continue unabated for the coming decades.
___________________________
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