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Pattern of Outreach During Four Crisis: 1999 - 2009
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‣ Failure of law and order:
– Breakdown of contract law
– Absence of enforcement – courts and police 

agencies fail or become compromised
– Resort to traditional clan (hamula) dispute 

resolution with rise of powerful clans 
engaging in extortion and black-marketeering 

‣ Development of credit squeeze
– Start of trade embargo and economic boycott
– Businesses unable to collect accounts 

receivable or meet accounts payable
– Economy becomes gridlocked as businesses 

idle and workers are laid-off
– Formal and informal economy collapses

‣ Humanitarian crisis evolves
– Unemployment and poverty increase
– Food aid becomes prevalent

‣ Failure of trust and responsibility:
– Collateral and guarantees fail
– Default, PAR and write-off rise to 

critical levels
– Cash-flows shrink and MFIs face 

capital crisis 
‣ Credit rationing

– Banks and many MFIs withdraw 
from the credit market

– Operating MFIs shrink their loan 
book and reduce their portfolios

‣ MFI coping strategies
– Shedding of staff to maintain OSS
– Analyze changing market
– Change structure of product offering
– Develop alternative collateral and 

guarantee instruments
– Manage outreach by controlling 

PAR
– Open credit to the new informals
– Plan for rehabilitation and recovery

Characteristics of the Microfinance Environment in 
Conflict Situations
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‣ Markets and microentrepreneurs are fluid and flexible in crisis contexts, which requires 
continuous and ongoing analysis by the operations team to determine which sectors are in crisis 
and which have market share and space that can be exploited:

e.g. the team in Gaza traced the collapse of manufacturing, construction and the retreat of 
women informals from street markets, while monitoring the rise of the unique tunnel 
economy and its smugglers that supplied the only source of new stock and inventory to the 
commercial sector, leading the MFI to prioritize and make tactical adjustment to portfolios 

‣ Loan officers know the marketplace best; their information and perceptions of the market, its 
realignment and adjustments need to be fed back and tested by management, most simply 
through structured focus group discussions with clients and potential customers

‣ Need to incessantly realign portfolios to market realities and new opportunities, i.e. extension of 
loans for consumption, housing and home improvement, women’s  small animal husbandry and 
new informals (scavengers)

‣ Intensified and dynamic use of PAR analysis through segment and geographic mapping to control 
risk and identify lower risk segments

‣ Evaluate and redesign collaterals and guarantees to control risk, e.g. use those on fixed incomes 
as guarantors, while partnering with their employers (government departments, municipalities, 
companies, NGOs and others) to enforce guarantees. 

How to Continue Lending in Conflict and Post-Conflict 
Situation where Repayment is Uncertain 
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‣ Single most important factor is the need to re-establish equitable contract law and its enforcement 
through legitimate legal authorities, as only this can create the conditions for improved credit 
discipline that will enable the loan book to expand as old clients re-enter and new clients enter the 
credit system

‣ But until the political and economic conditions that caused enterprise bankruptcy, lockdown and 
idling - as wells as poverty, unemployment and humanitarian crisis - are mitigated then credit will 
continue to be squeezed despite the best efforts of MFIs

‣ Unfortunately, the specificity of such situations most often require the concerted financial and 
political power of the international community – combined with the moral force of civil society 
organizations - to leverage the necessary compromises, changes and treaties required from 
multiple state and non-state actors

‣ In the case of Gaza, this concert has proved elusive and the lives of ordinary people remain 
plagued by trade embargo, economic boycott, intra-political rivalry and military assault that is 
without precedent in the contemporary era

Environment Conditions that have the Greatest Impact 
on Microfinance in Conflict and Post-Conflict Situations
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