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Microfranchising

In the preceding chapters, we so far have set out to scrutinize the impact of microcredit on poverty
alleviation and advanced the opposing cases for and against its effectiveness. For all the laurels
microcredit has justly earned in its endeavor to provide millions of people (mostly women) - often for the
first time - with financial services, a slightly bitter aftertaste remains. Microcredit undoubtedly is a major
development tool to address the challenge of lifting people out of poverty and a powerful engine of job
creation, but it has its limitations and shortcomings.
The question arises whether microcredit institutions (MCIs) may successfully address these concerns
about their business practices within the bounds of their current strategies. To answer this question I will
first intend to recapitulate some of the recurrent points of criticism in the literature as they are
articulated by practitioners in the field and development scholars alike (Christensen, Parsons &
Fairbourne 2009, Karnani 2007, Lehr 2008). Based on these findings, I will argue that there is ample room
for better harnessing the potential hitherto locked in the ‘bottom billion’. Thereafter, I will try to
demonstrate in a theoretical context how microfranchises may solve each of these impasses and thus
constitutes a powerful tool to complement microcredit schemes. Moving from theoretical considerations
to real-life implementation, I set out to analyze two early adopters of the microfranchising philosophy
and, finally, will conclude with key learning points that have implications for future microfranchising
businesses.

Please email me request for the full text to nicolasgunkel@aol.com.

Microfranchising Chapter Intro for „Solutions to Poverty“ Series

© Nicolas Gunkel

Bibliography:

Armendariz, B & Morduch, J 2005, The Economics of Microfinance, MIT Press, Cambridge.
Christensen, LJ, Parsons, H & Fairbourne, J 2009, ‘Building Entrepreneurship in Subsistence Markets:
Microfranchising as an Employment Incubator’, Journal of Business Research, vol. 63, no.6, pp. 595-601.
Lehr, D 2008, Microfranchising at the Base of the Pyramid, Working Paper, Acumen Fund, viewed 20
November 2012, <http://www.acumenfund.org/uploads/assets/documents/Microfranchising_
Working%20Paper_XoYB6sZ5.pdf>.
Fairbourne, J 2007, HOW GHANAIANS ARE PEDDLING THEIR WAY TO PROSPERITY, Marriott Magazine,
viewed 26 November 2012, <http://marriottschool.byu.edu/marriottmag/summer07/features/
atwork1.cfm?page_number=2>.
Karnani, A 2007, ‘Microfinance misses its mark’, Stanford Social Innovation Review, vol. 5, no. 3, pp. 3440.
Microfranchise Wiki: Fan Milk Limited n.d. , BYU, viewed 18 November 2012,
<http://marriottschool.byu.edu/selfreliance/wiki/controller.cfm?page=11>.
Microfranchises at Work in the Developing World 2011, The Solutions Journal, viewed 29 November
2012, <http://www.thesolutionsjournal.com/node/830>.
Micro-franchising Model: A new way forward 2006, The HealthStore Foundation, viewed 29 November
2012, <http://www.cfwshops.org/model.html>.
Prahalad, CK & Hammond, A 2002, ‘Serving the world’s poor, profitably’, Harvard Business Review, vol.
80, no.9, pp. 48-57.
Villani, A 2009, THE NEXT GENERATION OF MICROFINANCE: MICROFRANCHISING, Beyondprofit, viewed
30 September 2012, <http://beyondprofit.com/the-next-generation-of-microfinance-microfranchising/>.

