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Preface 
 

This research paper is the result of my research internship in the Research and Development 

team of ADA Microfinance. I was awarded with this position and a scholarship of 5000€ in 

the context of the E.MA internship programme, reserved to the best E.MA graduates of the 

academic year 2013/2014. 

This study was originally conceived as a series of articles in which was analysed the likely 

existence of a link between Microfinance Institutions (hereafter MFIs) and Human Rights. 

The decision to merge all the articles in a unique paper lies in the fact that the contents of the 

different papers are extremely interrelated each other. Hence, having a consistent research 

paper is helpful in order to understand the analysis that has been done. Carrying out a study 

on Microfinance Institutions and their relation with Human Rights is not easy and it presents 

several difficulties, and this paper want be only a starting point for future and more focused 

studies. However, studying these issues and writing this paper gave to me the opportunity to 

explore a new field and to learn a lot, as I would never imagined before starting this research. 

As in every research, there are always people that help you in a way or in another. For this 

reason I would like to thanks my supervisor, Mr. Joaquim Monteiro, for its availability to 

answer my questions and for its patience and understanding regarding my doubts about the 

relation between MFIs and Human Rights. A big thank also to my wonderful P4 team, 

although we have not had the opportunity to work so much together, it has been nice to have 

you as colleagues, because everyone of you has good qualities. Thank you also to Mrs. Laura 

Foschi that has been truly interested in the research subject, notwithstanding her commitments 

as director. I would like also to thank the others colleagues that I met here: Fiona and Pascale 

for their everyday companionship and their patience in speaking French with me; Jean, 

Jennifer and Solène for the amazing time that we spent together playing baby-football during 

the lunch-break. Finally, a big thank goes also to Mrs. Lucia Fanicchi of the EIUC of Venice, 

she has always been available for every kind of request concerning my internship. It is 

impossible to mention all the people, hence I would like to thanks everyone for these 5 

months in ADA Microfinance, that have been fundamental for my professional and personal 

growth. 
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Abstract 
 

In order to be fulfilled, human rights need continuous protection and promotion. If in the past 

the promotion of such rights was a prerogative of State actors, in the last decades the situation 

has changed and also non-state actors have been included in the list of actors which must 

promote human rights. This is true also for MFIs, given that they play a fundamental role in 

helping people to improve their living conditions and hence, they can have an important 

impact in the achievement of the full realisation of human rights.  

However, linking human rights with MFIs is not easy, because people working in the MFIs 

sector often see their work linked only with development goals, but not with the achievement 

of human rights. This is a faulty belief given that since the establishment of development 

policies (after the Second World War) it was underlined their interrelation with human rights. 

Furthermore, all the aims included into the Millennium Development Goals list are strictly 

related with human rights; hence, achieving development goals also mean achieving human 

rights. 

This work is structured in three different parts: in the first one, there is a general overview on 

the actions undertaken by MFIs in order to improve people’s life. The purpose of this part is 

to make aware the reader about the MFIs, their projects and who benefits from MFIs 

interventions. In the second part, an analysis on the possibility of having credit as human 

right, with an explanation of its positive and negative effects has been carried out. Finally, in 

the third part, an analysis of Human Rights Impact Assessment (HRIA), underlining the 

necessity of having it in the development sector, has been done. 

The final goal of this study is to demonstrate that MFIs should include human rights in their 

working agenda in order to promote a kind of development that goes further the mere 

economic development, taking into account also a social advancement. Only in this way MFIs 

can have a fundamental role in helping people to improve their life, being recognised as 

important actors different from traditional banks and with long-term sustainable aims.     
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Chapter I – The actions undertaken by MFIs in order to 

improve people’s life: a general overview 

 

1.1.  Introduction 

The affirmation of social and economic rights as human rights have been promoted in many 

international Treaties and Conventions, starting from the UN Declaration of Human Rights 

(hereafter UDHR) of 1948 and continuing with the International Covenant on Economic, 

Social and Cultural Rights (hereafter ICESCR) of 1966.1 In this Covenant, several rights are 

enshrined, like: the right to work, the right to an adequate wage as well as the right to an 

adequate level of living conditions.2 However, States have not always been able to promote 

and ensure properly these rights, resulting in a lack of interventions to improve the living 

conditions of poor people. 

In order to help poor people, allowing them to exit from the condition of extreme poverty, 

many Microfinance Institutions (hereafter MFIs) were created in the ‘70s. According to the 

World Bank, 1,5 billion people lived in poverty in 2005, taking into account that were 

considered poor all those people that lived with less than 1,25$ per day.3 In this sense, 

Microfinance has been seen as a way to address and eradicate extreme poverty, as well 

underlined by the former UN Secretary General Koffi Annan in his speech regarding the Year 

of Microcredit 2005:   

”access to microfinance helps alleviate poverty by generating income, creating 

jobs, allowing children to go to school, enabling families to obtain health care and 

empowering people to make choices that best serve their needs.”4 

With the term microfinance it is possible to refer to a set of financial services (mainly credit, 

but also insurance and savings) which are offered to poor people who normally cannot accede 

to the traditional bank services.5  

                                                           
1 Farrer, 2008, p. 462. 
2 Articles 6-7 of the International Covenant on Economic, Social and Cultural Rights, available at: 
http://www.ohchr.org/EN/ProfessionalInterest/Pages/CESCR.aspx (accessed on 17/3/2015).  
3 Farrer, 2008, p. 451. 
4 Ibidem. 
5 UN doc. A/63/159, 29 July 2008, p. 3. 
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The roots of microfinance lie in microcredit, which consists in giving a little amount of 

money to poor people without any collateral (or at least without require standard material 

collaterals, as asked from traditional banks).6  

The pioneer of microcredit is considered to be the Bangladeshi economist Muhammad Yunus 

that for first tried to concede loan without asking collateral, but using the concept of “group 

lending”. Although the credit was conceded to an individual, the entire group to which the 

person belonged was responsible for the repayment of the loan. This strategy had a big 

success and brought to the foundation of the Grameen Bank, one of the biggest and most-

active microfinance institutions.7 

Year after year, the effect of MFIs became salient and tangible, especially on women’s life 

conditions, resulting in an increase of their incomes and self-employment. Nowadays there is 

a high level of awareness regarding the positive impact of MFIs on living conditions of poor 

people. However, in the last year, several studies regarding the real long-term effects of MFIs 

have been carried out, with surprising results. 

The aim of this first chapter is to explore the positive and the negative effects of microfinance, 

trying to understand if it has substantial results in the long term. In order to be objective, 

several empirical cases will be taken into account. The final aim is to explore if microfinance 

can have a broader and better impact on people’s life shifting from the loan based approach to 

a more inclusive finance approach, in which savings and insurance have a main role. 

 

 

1.2. Eradicate poverty through the fulfilment of the right to development  

As stated above, the main purpose of MFIs is to eradicate poverty. Hence, before starting the 

analysis of MFIs and of the role that they have played in improving people’s life, it is useful 

to define what poverty is. The United Nations has defined poverty as follows:  

 

“Poverty is a denial of choices and opportunities, it is a violation of human 

dignity. It means lack of basic capacity to participate effectively in society. It 

means not having enough to feed and clothe a family, not having a school or a 

clinic to go to, not having the land on which to grow one’s food or a job to earn 

                                                           
6 Farrer, 2008, p. 453. 
7 UN doc. A/63/159, 29 July 2008, p. 3. 
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one’s living, nor having access to credit. It means insecurity, powerlessness and 

exclusion of individuals, households and communities. It means susceptibility to 

violence and it often implies living on marginal and fragile environments, not 

having access to clean water and sanitation.”8 

In few words, it is possible to say that poverty is the lack of possibilities to meet all those 

basic needs that can guarantee a decent level of life. Hence, in order to face poverty and to 

change the conditions of life of poor people, it is necessary to give to the poor the right 

instruments in order to fulfil basic needs (like clothing, housing, food, etc.). According to Sen, 

development is the process of expanding the freedoms of choices of people.9 This vision is in 

contrast with the “traditional” vision of development, which is seen mainly as an economic 

progress. Indeed, from an economic point of view, development is perceived as the necessity 

to achieve sustained rates of growth of income per capita. In order to measure the levels and 

rates of growth, economic indicators like GDP (Gross Domestic Product) and GNI (Gross 

National Income) are used.10  

Instead, in Sen opinion, the growth of GDP and of individual incomes can be useful to enlarge 

the freedoms that people can enjoy, but they cannot be used as the unique indicators of the 

advancement of development.11 In fact, a development process includes also advancements in 

the social, cultural and economic dimension, as well as in the political one.12 The definition of 

Sen is similar to another definition of development, elaborated by two American economists, 

Todaro and Smith, according to which the development process is “the process of improving 

the quality of all human lives and capabilities by raising people’s levels of living, self-esteem, 

and freedom.”13 This definition of development is not far from the definition adopted by the 

UN, given that Article 1 of the UN Declaration on the Right to Development states: 

 
 

“The right to development is an inalienable human right by virtue of which every 

human person and all peoples are entitled to participate in, contribute to, and 

                                                           
8 http://www.unesco.org/most/acc4pov.htm (accessed on 4/5/2015). 
9 Sen, 1999, p. 3. 
10 Todaro & Smith, 2011, p. 14. 
11 For this reason, Sen elaborated (together with another economist, the Pakistani Mahbub ul Haq) another 
indicator to measure the development of a country. It is called HDI (Human Development Index) and it takes 
into account the life expectancy, the education and the per capita income for measuring the development of a 
state. 
12 Sen, 1999, p. 3. 
13 Todaro & Smith, 2011, p. 5. 
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enjoy economic, social, cultural and political development, in which all human 

rights and fundamental freedoms can be fully realized.”14 

 

Hence, development is related to the full realisation of several human needs, as well outlined 

in the definition of the right to development, which is not only intended as economic 

development, but also as cultural, social and political development. This statement is 

supported by the UN Millennium Development Goals, in which are stated several 

fundamental goals, not related with the economic growth, to be reached by the 2015 (among 

others: the eradication of extreme poverty and hunger and the achievement of universal 

primary education).15  

In conclusion, it is possible to say that development is something that must include a social, 

cultural, political and economic advancement in order to improve people’s life. According to 

Todaro and Smith, development must have at least these three goals: increase the availability 

and the distribution of basic goods (like food, clothing, and housing); improve the level of 

living of people (through an increase of the incomes, better education and providing more 

jobs); expand the range of social and economic choices available to individuals.16 

In this sense, the development ensured by the action of MFIs should not be limited to the 

economic framework, but should include also the cultural, social and political dimension. In 

this study it will be pointed out if MFIs have had a key role also in the achievement of a 

political, social and cultural development or if their actions have been enclosed in the 

economic development framework.  

 

 

1.3.  The right to decent work and the role of MFIs in ensuring it 

In order to improve living conditions of people, guaranteeing them to have access to basic 

goods, it is necessary to ensure them a dignified job, with a dignified wage that allows them to 

make a living. This idea has been at the base of the formulation of the ILO’s Decent Work 

Agenda, according to which four goals must be achieved in order to guarantee decent job for 

all:  
                                                           
14 Article 1 of the UN Declaration on the Right to Development, full text available at: 
http://www.un.org/en/events/righttodevelopment/declaration.shtml (accessed on 4/5/2015). 
15 The complete list of the Millennium Development Goals is available at: 
http://www.undp.org/content/undp/en/home/mdgoverview.html (accessed on 5/5/2015). 
16 Todaro & Smith, 2011, pp. 22-23. 
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The situation is quite different in countries classified in the developing model. In such 

countries the majority of people work in “atypical” situation: the majority of them work as 

self-employed or in the informal sector. Also the number of those working in the agricultural 

sector is high; while trade union density is low. Finally, the public expenditure for the welfare 

is low and often not sufficient to guarantee the basic needs of the population.28  

It is clear, after this explanation, that the achievement of better working conditions and the 

realisation of decent work agenda is not easy, especially in developing countries, and it 

requires the engagement of many different actors.  

For this reason, in 2005, the ILO adopted a policy called “Microfinance for Decent Work”, 

with the aim to encourage MFIs to give their contribution in order to realise better working 

conditions through the empowerment of the poor, the promotion of gender equality and the 

creation of dignified jobs.29 One of the problems of MFIs clients is the fact that they work in 

the informal economy. Indeed, many entrepreneurs start their activities in informal way after 

having received a loan from a MFI. People engaged in informal economy are exposed to 

inadequate and unsafe working conditions, have no access to training, have less and uncertain 

incomes in comparison to workers of the formal sector, are physically and financially more 

vulnerable because working in informal economy means working more hours per week, being 

excluded from the social security scheme, without the possibility to have maternity leave and 

others protections in general. Hence, one of the aims of MFIs is to encourage little 

entrepreneurs to progressively formalise their activities. In this way, it will be possible to raise 

the awareness about the benefits of formalisation (as the possibility to accede to government 

benefits) as well as to guarantee a social security scheme to the workers. 30  

In conclusion, it is possible to say that promoting decent work can be an excellent way to 

alleviate poverty, given that poor people have nothing to invest for improving their life 

conditions, apart from selling their labour force.31 

 

 

 

                                                           
28 Ghai, 2006, p. 6. 
29 ILO MF4DW, 2015, p. 6. 
30 Ibidem, p. 19. 
31 Godfrey, 2006, p. 88. 
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1.4.  Who benefits from microfinance? 

The two geographical areas that benefit more from microfinance are Southern Asia and 

Southern America, followed by East Asia and Africa. Fewer benefits there have been in 

Central Asia, Eastern Europe and in the MENA region (Middle East and North Africa). As it 

is possible to imagine, in each region microfinance has developed its strategies and actions 

taking into account the differences among economies as well as the different distribution of 

the population. Consequently, also the average of the loans has been different, ranging from 

100$ in Southern Asia, where microfinance has been conceived for extremely poor people, to 

850$ in South America, where microfinance has been conceived for the development of 

microenterprises.32 In addition, also the distribution of the population between cities and rural 

areas can be different depending on the geographic zone. For example in Latin America, 

borrowers reside in cities, while in Asia the majority of the clients are located in rural areas. 

However, the penetration of microfinance, intended as the number of poor people reached by 

microfinance relatively to the entire population, remains limited.33 In countries where there is 

a wide presence of microfinance institutions, the average of penetration is around 3-4,5 per 

cent of the total population, with a lower penetration in countries with large population, such 

as Brazil, Nigeria and India (0,1%), Pakistan (0,3%), Mexico (0,4%) and Indonesia (1,3%). 

The only exception in this regard is Bangladesh, with a penetration of 9,2 per cent.34  

Another astonishing result of a study carried out by the Consultative Group to Assist the Poor 

is that the majority of microfinance clients are moderately poor and few are extremely poor, 

but none is destitute. From this study it is clear that the challenge for microfinance is, still 

nowadays, reaching extremely poor and destitute people.35 In order to reach the wide sector of 

extremely poor people who do not have access to financial services, it is necessary to figure 

out their financial needs. Knowing people’s needs and behaviours will allow designing new 

micro-financial products tailor-made for them. For example, a study conducted in Bangladesh 

has underlined that slum-dwellers were interested in microfinance services, but they have 

never taken a loan because of the fear of being unable to repay the debt.36  

 

                                                           
32 Otero & Rhyne, 2006, p. 9. 
33 UN doc. A/63/159, 29 July 2008, p. 4. 
34 Ibidem, p. 4. 
35 Ibidem, p. 5. 
36 Ibidem. 
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aimed to improve women conditions of life through sustainable long-term development were 

launched. In this sense, the focus have been put on those skills economically profitable (like 

trading, farming and providing services), rather than on those skills traditionally associated to 

the role of women in the society (like knitting, craft and sewing).40 

Helping poor women has been extremely appropriate for several reasons, among which: the 

high repayment rates on loans conceded to women; their concern regarding health-care and 

education of their children, the significant improvement of their living conditions.41 One of 

the most important results of the improvement of their living conditions lies on the fact that, 

as a consequence, they have been able to face the problems to which they can incur in their 

societies, overcoming cultural inequalities. Given that they have been able to structure family 

planning and to reserve a better treatment to children (in particular to girls) in term of 

nutrition, health and education, they have become a model for young girls growing up in poor 

and disadvantaged conditions.42 As a consequence of the fact that women use their increase in 

income in health and education for children, several MFIs (among others ProMujer in Latin 

America) started to include health-awareness programs as part of their services. This brought 

to higher rates of immunisation of children, as well as to an increase of education and a 

decrease of dropout among clients of microfinance institutions.43  

Another successful measure adopted to change women’s life conditions is the creation of 

cooperatives. The strength of these cooperatives lies on the fact that they have common goals 

and they share the challenges and the profits within the group.44 One example of the success 

of women’s cooperation is the case of the Amal Oil Cooperative in Morocco, created with the 

purpose to cultivate the Moroccan ironwood tree, an endemic tree of Morocco (also called 

“argan tree”)45. Notwithstanding the progressively decrease of the exemplars, this is still the 

second most important forest species in Morocco. Traditionally, the Berber community that 

lives in the south-west part of Morocco uses argan’s wood for cooking, heating, building 

construction and tools making; the leaves and seeds as feed for goats, the oil for medical and 

dietary purposes, as well as for preparing beauty products.46  

                                                           
40 Ibidem, p. 476. 
41 UN doc. A/63/159, 29 July 2008, p. 6-8. 
42 Ibidem, p. 8. 
43 Ibidem. 
44 Farrer, 2008, p. 481. 
45 The project was founded by several private, governmental and not governmental organisations, with the 
support also of the International Development Research Centre of Canada and Oxfam-Quebec.  
46 Charrouf & Guillaume, 2009, p. 1015. 
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Following the idea of Zoubida Charrouf, a professor from the faculty of science at the 

University of Rabat, local community has been involved to take economic advantages from 

the argan’s products. The aim has been to make economically profitable the production of the 

argan oil, creating a cooperative composed exclusively by local destitute and illiterate women, 

most of them divorced. In 2006, the Amal Oil Cooperative employed nearly 50 women full-

time and 100 women part-time, resulting to be the first argan oil cooperative in Morocco 

composed exclusively by women and the most advanced case of successful sustainable 

development in Africa.47  

However, increasing income due to microfinance aids can have also negative consequences 

for women’s life. In fact, starting self-employed activities can lead to an increase of women’s 

workload and exhaustion, as a consequence of the double up of their duties. Furthermore, bias 

and mind-set can bring women to practice only certain types of activities, frequently with a 

lower rate of productivity and limited economic opportunities. Finally, it should not be 

underestimated the case in which women take loans only to give the money to their husbands, 

resulting in no-change of their life conditions.48  

These situations are quite common in Islamic countries, where women must obey to men’s 

will. Precisely, certain Islamic customary laws have a self-defeating effect on women’s 

possibilities to run their own business. For example, if a woman must respect the rule of 

Ta’ah, she cannot leave the house without the permission of the husband as well as she cannot 

be out of the house more than once a time. In such context, the capability of women to 

develop their own business is strongly compromised. In addition, it should be considered that 

women have to take care of the house, of the children and they must complete all the 

housework before working. This means that, even if a woman is able to set up her own 

business, she should work from home and for a limited time per day, resulting in a loss of 

profits.49 Another traditional norm (so-called “ird”) can limit a female business activity. The 

term “ird” is used to indicate the honour and the moral purity of a group, its strength and its 

prestige in the society. Hence, a woman’s activity can have a negative impact on the “ird” of 

her husband and of her family. As a result, women can run business only in those sectors that 

the society conceives suitable for female activities (like sewing, embroidery and trade of 

small goods). Furthermore, also if a woman is able to start her own business, she cannot 

                                                           
47 Farrer, 2008, p. 483. 
48 UN doc. A/63/159, 29 July 2008, p. 8. 
49 Hofstetter, 2008, pp. 344-345. 
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interact with non-kin males, neither she can sell her wares in the market: again, she has to 

work from home.50  

Anyway, customary laws can also be changed, although it is difficult and it required long 

time. A practical example of changing customary laws is provided by one of the sixteen 

decisions of the Grameen Bank.51 Precisely, decision number 6 is a commitment for 

individuals to have smaller families. For a country like Bangladesh, where around 90% of the 

population is Muslim, this was a strong commitment.52 However this commitment must be 

respected if people wanted to accede to credit provided by the Grameen Bank and although 

there were no formal sanctions for people that had larger families, there might be informal 

sanctions from the society for having violated one of the decisions of the Grameen Bank.53 

Notwithstanding the strong role of the religion, the use of contraceptive has increased by 11% 

in villages reached by the Grameen Bank, resulting in a decreased of births. Nowadays, the 

growth rate of the population in Bangladesh is 1,20%, less than half of 30 years before.54 In 

this case, it is possible to say that the customary law has been changed due to the direct 

intervention of the microfinance institution.55 

 

1.4.2. New categories of beneficiaries: agricultural producers and young people  

Not only women have benefited from aids provided by MFIs. In particular in the last decade 

new emerging groups have received financial aids from MFIs in order to improve their life, 

such as agricultural producers and young people.  

Agricultural producers have to face difficult conditions, given that their agricultural 

production depends on climate conditions. Also for this reason, microfinance in agricultural 

sector has been perceived frequently as high risk operation, with low repayment rates. 

However, in the last years, also in this sector it has been experimented an innovative 

approach. Precisely, it has been combined a group lending approach (equipment leasing and 

livestock) with traditional agricultural finance, basing the repayment on the production cycle 

                                                           
50 Ibidem, p. 345. 
51 The “sixteen decisions” can be considered as the rules that people must respect if they want to be part of the 
Grameen Bank system. The full list is available at: http://www.grameen-info.org/16-decisions/ (accessed on 
27/3/2015). 
52 http://www.worldometers.info/world-population/bangladesh-population/ (accessed on 31/03/2015). 
53 Hofstetter, 2008, p. 355. 
54 http://data.worldbank.org/indicator/SP.POP.GROW/countries/BD?display=graph (accessed on 31/03/2015). 
55 Hofstetter, 2008, pp. 355-356. 
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sustainable job, as well as to improve career prospects of young people and to increase their 

financial independence compared with necessity-driven entrepreneurs.65  

In order to have successful enterprises, it is important that governments conceive 

entrepreneurship policies that are suitable for the economy of the country, as well as for its 

development objectives. In this sense, an approach with strong commitment at the ministerial 

level, in partnership with the private sector and other stakeholders (NGO, academia and 

community organisations) is desirable.66 In addition, it should be taken into account the type 

of entrepreneurship present in the country and the fact that, in developing countries, the 

private sector is often extremely segmented. Furthermore, special entrepreneurship 

programmes for rural areas, as well as for youth and women’s employment, could be 

strategically important for the development.67 

One of the problems that can be found in establishes a successful enterprise in developing 

countries lies on the lack of entrepreneurship education. In this sense, it is important to 

support an effective entrepreneurship education in order to provide incentives to individuals 

to start their own enterprise, as well as to develop an entrepreneurial culture.68 In this sense, it 

should be taken into account that entrepreneurship education is more effective if it begins in 

early childhood. For example, the ILO “Know About Business” is a 120 hours training 

programme designed for students of vocational and secondary school between 15 and 18 

years.69 Finally, related with entrepreneurship education there are the needs to raise awareness 

about the opportunities and the values of the entrepreneurship. In many developing countries, 

promoting entrepreneurship can be a way to unleash entrepreneurial talents. In this sense, 

campaigns to promote entrepreneurship that celebrate local entrepreneurs can be very 

effective in order to promote entrepreneurship in the society. For example, in the United Arab 

Emirates, the Abu Dhabi Council for Economic Development in collaboration with 

universities launched in 2009 an annual Entrepreneurship Awareness Campaign with the goal 

to inspire and educate students to become successful entrepreneurs.70 

 

 
                                                           
65 Ibidem, p. 4. 
66 Ibidem, p. 7. 
67 Ibidem, p. 8. 
68 Ibidem, p. 14. 
69 Ibidem. 
70 Ibidem, p. 20. 
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1.6.  The role of new technologies in promoting MFIs 

New technologies, in particular mobile phone and mobile devices, can have a massive impact 

in the growth of microfinance. In theory, mobile phones could reach a bigger amount of 

people than traditional bank services, giving them the possibility to make financial operations 

from home. In order to overcome the problem that MFIs have no experience in implementing 

mobile-banking services (hereafter m-banking), collaboration with Mobile Network Operators 

(hereafter MNOs) able to provide these kinds of services should be started.71 Having m-

banking services can facilitate loan repayments and deposits. In developing countries this 

technology had a great impact on people’s life, giving them the possibility to accede to a 

series of financial services simply using the mobile phone. 

In Kenya, a pilot-project was launched in 2005 by Safaricom (MNO) in joint-venture with 

Faulu Kenya, a microfinance bank, with the aim to allow customers to receive loan 

disbursement and make loan repayments using the mobile phone. However, the results of this 

pilot-project were incredible as well as unexpected. In fact, people used this service not only 

to repay the loans, but for other purposes that were not taken into consideration by Safaricom 

at the time of the launch of the project. Precisely, they used it to pay goods and services 

between pilot participants and to convert money into airtime.72 As a result Safaricom changed 

its strategy, developing and the launching M-PESA (which means “Send Money Home”), a 

complete m-banking service. This has been until now the most successful m-payment service 

in the entire world. In addition, in 2009, Faulu became the first deposit-taking microfinance 

bank in Kenya and it allowed people to deposit via M-PESA. After four months of the launch 

of this service, more than 60.000$ were transferred between the two institutions each week, 

with around 30.000 customers that have used the service.73 

Notwithstanding that m-banking is having a big success, some MFIs are worried regarding 

group cohesion and for this reason they have decided to use this service only for the 

repayment of individual loans. Also in this case the benefits of m-banking are tangible, given 

that loan officers do not have to go to customers’ houses for the repayment of the loan.                    

 

                                                           
71 Kumar, McKay & Rotman, 2010, p. 2-4. 
72 Ibidem, p. 7. 
73 Ibidem. 
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In Tanzania Tujijenge, a MFI with around 12.000 customers, most of them living in the Dar 

es Salaam area, is using this service. The pilot-project was started in 2009, with 30 customers, 

allowing them to repay the loan using M-PESA platform. This new service allowed people to 

pay from any location in Kenya and at an anytime, resulting in a big success. Nowadays, the 

repayment of loans below 1.800$ are made all using the service M-PESA.74   

Another benefit deriving from the spread of mobile phones together with m-banking services, 

is the possibility to reach rural customers, that otherwise would be cut out from the possibility 

to accede to microfinance services. However, the first advantages are for existing customers 

that can have more benefits using m-banking. This was the case of SMEP, a microfinance 

bank in Kenya, which decide to join the M-PESA platform in order to offer faster and safer 

repayment services to its customers. One of the reasons why this MFI decided to join M-

PESA was that its customers had a lengthy repayment process. This was so because people 

should carry the money to the group gathering location, where the loan officer counted and 

recorded the money. However, meetings were quite long because it was necessary to check 

every bill, because in Kenya is common to have fake bills. For a small business owner this 

resulted in a loss of time, in addition to the risk deriving from walking and taking the bus with 

a big amount of money. Using the M-PESA platform, the process is fast and safe, given that 

at any time during the repayment period it is possible to make the payment simply loading 

money into the account by mobile phone and sending the electronic value to the SMEP 

account.75 Notwithstanding the fact that the m-banking platform has not brought new 

customers to SMEP until now, the satisfaction of existing customers is increased significantly.  

What is true regarding e-banking is that not only it can allow MFIs to reach new clients and 

improve the satisfaction of existing customers, but it can also have a beneficial effect on the 

costs that MFIs must support. The reduction of the costs vary from institutions to institutions, 

depending on several factors, but thanks to the decrease of the operational costs, several MFIs 

have already reduced their interests rate and other are planning to do so.76 

 

 

 

                                                           
74 Ibidem, p. 8. 
75 Ibidem, p. 11. 
76 Ibidem, p. 13. 
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1.7.  The effectiveness of microfinance in improving people’s life  

Access to credit has given to poor people the opportunity to start business activities and so to 

increase their income, resulting in improving conditions of life. However, several studies have 

demonstrated that the effect of microcredit has little or null impact in the long-term.  

In a study on the impact of microcredit carried out in seven countries among Latin America, 

Asia and Africa, it has been shown that there is a stalled in the increase of income after an 

initial progress. This affects the majority of borrowing households. This result can be seen as 

the consequence of weak entrepreneurial skills as well as of a limited demand for goods and 

services for microenterprises.77 In a research conducted by BancoSol of Bolivia, it has been 

underlined that the majority of people that received the loan were unable to use it 

productively. As a result, only 25% of people had a significant income gain after borrowing, 

60% had the same level of income and 15% went in bankrupt.78  

These data regarding the weak effect of microcredit in the long period have found a 

confirmation in a recent study carry out by a group of scholars and published on the American 

Economic Journal of January 2015. In this research, six different countries were studied 

(Bosnia and Herzegovina, Ethiopia, India, Mexico, Mongolia and Morocco) using the RCTs 

method (randomised control trials). Precisely, it was studied if microcredit had a direct impact 

on credit access, business activity, income increase, consumption of goods and if it has had 

durable social effects.79 

 

 

  

 

 

 

 

                                                           
77 UN doc. A/63/159, 29 July 2008, p. 6. 
78 Ibidem, p. 7. 
79 Sandefur, Justin, “The final word on Microcredit?”, available at: http://www.cgdev.org/blog/final-word-
microcredit (accessed on 30/03/2015). 
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As it is possible to notice from the chart above, the main effect of microcredit has been to 

ensure access to credit to those people that were cut out in taking a loan from traditional 

banks. Directly related to the access to credit, is the increase of business activities started by 

people, with the exception of Mongolia, which is a very particular case. In fact, in this 

country, instead of having an increase in business activity, there has been an increase in 

consumption. Notwithstanding loans provided were intended to finance business creation, 

around half of the entire credit was used for food consumption (in particular milk, bread and 

non-alcoholic beverages).80  

The opposite effect has been registered in Ethiopia and Bosnia Herzegovina, where 

consumption went down, while business activities went up. In particular in Bosnia, the 

majority of people that received a loan have planned to invest the majority of it (around 90%) 

in business activities.81 However, regarding direct effects on the conditions of life of people, 

the results of microcredit are quite underwhelming. In fact, it should be underlined the fact 

that in none of the six countries, people that benefited from microcredit had a significant 

income increase.82 Equally, the social effects of microfinance are extremely limited, and only 

in Mexico the actions of MFIs brought to an increase of social conditions (like the increase in 

the access to school for children and the decrease of the depression index).83  

In conclusion, these data show that microcredit and MFIs in general are not always able to 

improve life conditions and this confirms the assumption that it cannot be the only tool to 

eradicate poverty.84 

 

 

 

 

 
                                                           
80 Attanasio, Augsburg, De Haas, 2015, p. 91. 
81 Augsburg, De Haas, Harmgart, 2015, p. 196. 
82 There is a strong debate regarding the opportunity to use RCTs for evaluating MFIs interventions. Although 
they cannot be used for every kind of evaluation, there are several scholars that argue about the positive features 
of RCTs to evaluate MFIs’ outcomes. More info available at: http://www.aboutmicrofinance.com/the-use-of-
randomized-evaluations-in-microfinance (accessed on 1/7/2015).  
83 Angelucci, Karlan & Zinman, 2015, pp. 172-174. 
84 For a better understanding of the study, see: American Economic Journal of Applied Economies, Vol. 7, No. 
1, 2015. 
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1.8.  MFIs in the real world: two opposite stories  

In evaluating the effect of MFIs on the improvement of life conditions it should be taken into 

account that a big amount of people can receive credit, but it cannot produce always the same 

result. In fact people are different because of their cultural background, the social context in 

which they live, the capabilities to develop a lucrative business. For a better understanding, 

two real stories will be taken into consideration. 

The first is the story of Murshida, a woman that was born in an extremely poor family, 

without any farmland and livestock. When she was fifteen years old she married a man that 

worked as unskilled labourer in a factory. The income was not so high and with the birth of 

the children the conditions of life of the family were always worse, also as a consequence of 

the fact that her husband started to gamble. When Murshida complained with her husband for 

the situation, he started to beat her and then he divorced from her. Afterward, Murshida found 

a place in her brother’s house and sometime after she heard for the first time about Grameen 

Bank.85 Sometime later, Murshida decided to try to take a loan of 1000 taka (about 30$) to 

buy a goat and she was able to pay back the loan in six months, thanks to the revenues from 

selling milk. Encouraged from this result, she took another loan of 2000 taka and she bought 

raw cotton and a spinning wheel and she became a producer of scarves. Nowadays she sells 

the scarves at 50 taka and in the peak period she employs more than twenty-five women in her 

factory.86  

The second is the story of Razia, a woman that took a loan from Grameen Bank to allow her 

daughter to go to school. Her family was able to build the house and to purchase livestock 

without any loan. She had cows, jewellery and the house, but she was obliged to sell 

everything for repaying the debt.87 She said that loan officers were very strict with her; they 

forced her to sell all, without any appeal.88 

So, is the Grameen Bank a good MFI or not? Does it help people to improve their conditions 

of life? Looking at the first story the answer is yes, because thanks to the loan Murshida was 

able to come off from extreme poor conditions, she became autonomous, she started her own 

                                                           
85 Roodman, 2012, pp. 1-2. 
86 Ibidem, pp. 2-3. 
87 One of the most furious criticisms addressed to MFIs regards their aggressive recovery-loans practices. This 
practice has been the cause of numerous suicides in India, as well as of a high dropout rate for borrowers, with 
the latter that have found themselves in a worst situation than before the loan. For more information, see: 
Casselman & Sama, 2012, p. 83-103. 
88 Roodman, 2012, p. 3. 
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business and she created also jobs for other women. However, looking at Razia’s story, the 

judgment of Grameen Bank cannot be positive, given that because of the loan she lost all. 

Hence, what is the truth? 

The truth is that there is not a unique truth. There are many ways to evaluate the effects of 

microfinance on people’s life, as well as there are several factors that must be taken into 

account in evaluate MFIs. This vision is confirmed by the fact that Murchida’s story cannot 

be assumed as the standard result of the actions of MFIs, as well as Raiza’s story cannot be 

taken as the demonstration that MFIs have failed in reaching their aims.  

Which is true is that MFIs can be seen as successful institutions or not depending on the 

standpoints. If MFIs are considered as a tool that should lift people out of poverty, 

guaranteeing them a high income and a fast improvement of life conditions, microfinance has 

failed to reach this goal.89 Contrariwise, if MFIs are conceived as a tool to make aware poor 

people of their financial needs and help them in this sense, microfinance has achieved its aim. 

In this sense, according to Roodman, microfinance should not be used to give capitals to poor 

people for launching them in the entrepreneurship arena, but should be a way to help people 

to face their poor conditions and improving their life gradually.90 

Furthermore, MFIs should take into consideration the possibility to promote other products in 

addition to credit, like savings and insurance. In order to allow people to quit the state of 

poverty, microfinance should not see them only as potential entrepreneurs, because they 

cannot become all entrepreneurs. A person can be a good saver but a dreadful entrepreneur 

and vice versa. For this reason, which is desirable for MFIs to do in the future is to educate 

people to use money responsibly and to manage their savings cleverly. Only with a basic 

financial education, it will be possible to propose them loans for developing little activities or 

for school education of the children avoiding other stories like that of Razia. 

 

 

 

 

                                                           
89 Ibidem, p. 6. 
90 Ibidem. 
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2.1. Introduction: what are economic rights?  

The debate whether credit should be or not a human right is rooted into the discussion 

regarding what are, which are and how fulfil economic rights. Starting with the proclamation 

of the UN Universal Declaration of Human Rights in 1948, in which it is established that 

every human being must enjoy economic rights (article 2291), several generations of scholars 

have tried to identify which rights belong to this category. With the adoption of the 

International Covenant on Economic, Social and Cultural Rights92 in 1966, the debate about 

the definition of economic rights became always more important. The reason of the 

intensification of the debate on this issue could be explained with the progressive importance 

that economic rights acquired in the international framework. In fact, in several international 

instruments, economic rights were declared as fundamental human rights that states should 

have promote and fulfil.  

For example, in the International Convention on the Elimination of All Forms of Racial 

Discrimination, adopted in 1965 and entered into force in 1969, economic rights are protected 

in article 1,2,5 in order to prevent any discrimination that can provoke a partial or null 

enjoyment of such rights.93 In the Convention on the Elimination of All Forms of 

Discrimination against Women, adopted in 1979 and entered into force in 1981, it is 

established that women must be protected also against discrimination that can compromise the 

enjoyment of economic rights.94  

 

                                                           
91 Article 22 of the UN Universal Declaration of Human Rights states: “Everyone, as a member of society, has 
the right to social security and is entitled to realization, through national effort and international co-operation and 
in accordance with the organization and resources of each State, of the economic, social and cultural rights 
indispensable for his dignity and the free development of his personality.” Full text of the Declaration available 
at: http://www.un.org/Overview/rights.html (accessed on 9/4/2015). 
92 International Covenant on Economic, Social and Cultural Rights, available at: 
http://www.ohchr.org/EN/ProfessionalInterest/Pages/CESCR.aspx (accessed on 9/4/2015). 
93 International Convention on the Elimination of All Forms of Racial Discrimination, available at: 
http://www.ohchr.org/EN/ProfessionalInterest/Pages/CERD.aspx (accessed on 27/4/2015). 
94 UN Convention on the Elimination of All Forms of Discrimination against Women, available at: 
http://www.un.org/womenwatch/daw/cedaw/text/econvention.htm (accessed on 27/4/2015). 
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Also in the Convention of the Rights of the Child, adopted in 1989 and entered into force in 

1990, it is established that states must undertake all the possible measure in order to promote 

economic rights of the children.95 Hence, having a definition of economic rights was a 

necessity, in order to allow states to promote, protect and fulfil these rights. After years of 

studies and debate, the most accepted definition of economic rights is that one elaborated by 

Victor Condé, according to which: 

“Economic rights are those whose purpose is to assure that human beings have the 

ability to obtain and maintain a minimum decent standard of living consistent with 

human dignity.”96 

The rights that have been identified as economic rights are those enshrined in article 25 of the 

UDHR97 and in article 11 of the ICESCR98: the right to have an adequate standard of living, 

which means having access to food, clothing, housing, medical care; as well as the right to 

have social protection in case of unemployment, sickness, disability, widowhood and old age. 

In order to guarantee the fulfilment of all the rights enshrined above, a discussion on the 

possibility to have a hypothetical right to credit as human right began in the development and 

human rights sector. The reasoning behind the recognition of such right lies on this 

assumption: if it is necessary to make sure that all people have the possibility to enjoy 

economic rights; it should be guaranteed to them the access to the tools that allow them to 

enjoy these rights. In this sense, credit should be a right in order to allow people to have 

access to food, clothing, housing and so on.99 

 

 

 

                                                           
95 UN Convention on the Rights of the Child, available at: 
http://www.ohchr.org/en/professionalinterest/pages/crc.aspx (accessed on 27/4/2015).  
96 Condé, 2004, p. 55. 
97 Article 25 of the UDHR states: “Everyone has the right to a standard of living adequate for the health and 
well-being of himself and of his family, including food, clothing, housing and medical care and necessary social 
services, and the right to security in the event of unemployment, sickness, disability, widowhood, old age or 
other lack of livelihood in circumstances beyond his control.” 
98 Article 11 of the ICESCR states: “The States Parties to the present Covenant recognize the right of everyone to 
an adequate standard of living for himself and his family, including adequate food, clothing and housing, and to 
the continuous improvement of living conditions. The States Parties will take appropriate steps to ensure the 
realization of this right, recognizing to this effect the essential importance of international cooperation based on 
free consent.” 
99 Gershman & Morduch, 2011, p. 1. 
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2.2. Right to credit as human right: why it should be a right? 

The main proponent of having a right to credit in the human right list is Muhammad Yunus, 

the founder of the Grameen Bank100, according to which credit should be a human right in 

order to allow people to abandon their conditions of extreme poverty. In Yunus opinion, the 

right to credit is a moral right that must be fully recognised and guaranteed in order to face 

financial exclusion. However, alike to other moral rights101, it can be seen as a moral claim 

that can be legally recognised or not in the national as well as in the international 

framework.102 Anyhow, notwithstanding Yunus affirms that this is only a moral right; he 

seeks to receive the endorsement of states, which would imply a legal recognition of such 

right. 

Before proceeding with the analysis on the possibility of having or not a right to credit as 

human right, it could be useful to define what credit is in the economic framework. On the 

website of the Digital Federal Credit Union, credit is defined as “confidence in a borrower’s 

ability and intention to repay”.103 Hence, the success or the failure of conceding credit is 

strictly related with the reliability of the borrowers.  

Agreeing with this statement and according to Yunus and other scholars, the right to credit 

should have two features: a qualitative one and a quantitative one. For the quantitative feature, 

there should be credit for all those that need it, which means that access to credit should be 

guaranteed to all people. However, once had access to credit, the borrowers have a duty to pay 

back the loan. In order to deal with this duty, the second feature of the right to credit, the 

qualitative one, must be fulfilled. This feature is fulfilled if credit is affordable, with honest 

interest rates and proportionate to the income of the borrowers. In this way everyone would 

have the possibility to access to credit and to repay it. From a practical point of view, Yunus 

conceives the right to credit as a right to concede affordable micro loans (in terms of interest 

rates and regarding the total amount) to poor people.104 

                                                           
100 The Grameen Bank, founded in 1983, has been one of the first Microfinance banks designed to concede micro 
loans to poor people without asking collaterals. Nowadays it is one of the biggest actors in this sector. For more 
information: http://www.grameen.com// (accessed on 13/4/2015).  
101 A comprehensive explanation of the difference between legal rights and moral rights can be found at the 
following web-page: http://www.iep.utm.edu/hum-rts/#SH3a (accessed on 13/4/2015). 
102 Hudon, 2009, p. 18. 
103 A complete explanation is available at: https://www.dcu.org/streetwise/credit/what.html (accessed on 
22/4/2015). 
104 Bayulgen, 2013, pp. 499-500. 
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As outlined before, one of the main aims of having a right to credit is to ensure those rights 

(right to food, clothing, housing, etc.), enshrined in several international instruments like the 

UDHR and the ICESCR. In order to achieve the full realisation of these rights, people need 

money and the only way to make money is to have a job. In this sense, the right to credit can 

have a fundamental role in order to ensure a job to the majority of the population, and so to 

guaranteeing them to make a living from their work.105  

According to Yunus, in poor countries destitute and poor people have only a way to find a job 

and so to exit from their condition of poverty: create their own job, which means that they 

must become entrepreneurs and run their own business. In this sense, Yunus affirms that 

having a right to credit could be a sustainable as well as dignified way to fulfil the other 

economic rights, because it allows people to unleash their potentials, instead of depending 

from charity.106 Hence, access to credit is important in order to allow people to create their 

own business and to stimulate self-employment.107 In particular, running an own business is 

important for poor women, because in this way they can create their job and this can have 

beneficial effect above all in those societies where there is a minimal or null tradition of 

female job. In addition, setting a little business and becoming self-employed, allows them to 

stay in their house and with their children; furthermore it does not require to learn new skills, 

but just to put into practice what they are able to do.108  

In this sense, it should not be underestimated the fact that access to credit is mentioned in the 

Protocol to the African Charter on Human and Peoples’ Rights on the Rights of Women in 

Africa. Precisely, article 19 states:  

“Women shall have the right to fully enjoy their right to sustainable development. 

In this connection, the States Parties shall take all appropriate measures to: […]   

d) promote women’s access to credit, training, skills development and extension 

services at rural and urban levels in order to provide women with a higher quality 

of life and reduce the level of poverty among women […]”.109 

 
                                                           
105 In this sense, article 6 of the ICESCR states: “The States Parties to the present Covenant recognize the right to 
work, which includes the right of everyone to the opportunity to gain his living by work which he freely chooses 
or accepts, and will take appropriate steps to safeguard this right”.  
106 Bayulgen, 2013, p. 494. 
107 Hudon, 2009, p. 20. 
108 Bayulgen, 2013, p. 494. 
109 Article 19 of the Protocol to the African Charter on Human and Peoples’ Rights on the Rights of Women in 
Africa. Full text available at: http://www.achpr.org/instruments/women-protocol/ (accessed on 23/4/2015). 
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2.3. Main criticisms of having a right to credit as human right 

Notwithstanding all the positive effects that in Yunus opinion the recognition of a right to 

credit as a human right could have on poor people, there are several scholars that strongly 

refused to include credit in the domain of human rights. Indeed, there are several reasons why 

it is difficult to imagine to have a right to credit as human right and they are not only related 

with the nature of such right (legal right or moral right, as mentioned above), but also with 

practical problems regarding the enforcement of this right. In fact, also considering that a 

hypothetical right to credit would be recognised as a human right in the national and 

international framework, who would provide credit to the poor? (This critique is called 

“Feasibility critique”). Indeed, once established a legal right to credit, should not be 

underestimated the problem of the enforcement of such right; furthermore, it should be 

precisely defined what means to have a right to credit and who would be responsible to 

concede credit to people. Should be the governments and the public financial institutions to 

fulfil this right or would be the private sector obliged by the governments to concede credit? 

Is it really possible for the governments to force private actors to do something that goes 

further their sphere of business?110  

In this sense, it must be underlined that credit is something conceived in the business 

dimension and who concedes credit wants to make profit. In this regard, it is difficult to agree 

with the idea of Yunus, according to which conceding credit is a “new social business”, more 

human than other types of business typical of the capitalist market.111 In addition, if credit is 

elevated at the level of right, it should be considered that people must be able to claim this 

right against a counterpart.112 This is the so called “justiciability critique”, which address a 

serious issue: which court should be in charge to judge in case of denial of this right? Should 

be a national court or an international one?113 

Who claims that credit should be a human right, often affirms that governments are in charge 

of guaranteeing human rights. However, governments are not the unique actors responsible 

for the fulfilment of human rights, particularly if a hypothetical right to credit is at stake. In 

this sense, Yunus and others scholars, affirm that the financial exclusion of poor people 

cannot be addressed completely to the governments, but also to the financial system, which 

                                                           
110 Bayulgen, 2013, p. 495. 
111 Bateman, 2014, p. 22. 
112 Hudon, 2009, p. 24. 
113 Bayulgen, 2013, pp. 496-497. 
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includes public and private actors.114 Hence, the responsibility to fulfil this right must be 

shared between public entities, which should subsidise the access to financial services to those 

people that cannot accede to traditional financial services, and private actors, that should be 

incentivised to not exclude the poor in accessing financial services. It is clear that sharing 

responsibilities between public and private sector is difficult and maybe unattainable; 

however, even if this division of responsibilities would be realised, how would be possible to 

provide credit to everyone? How poor countries could deal with this issue? Many scholars are 

against the recognition of the right to credit for these reasons. First of all, the fulfilment of a 

universal right should not depend on the governments’ ability to pay; furthermore, there is no 

sense to recognise this right if there is a lack of resources in order to ensure it.115  

Another important discussion regarding the possibility of having a right to credit as human 

right lies on the fact that human rights are universal, indivisible, interdependent and 

inalienable (so called “universality critique”). Universal means that all human beings are 

entitled to enjoy human rights, without any distinction based on sex or sexual orientation, 

culture, religion, nationality, etc. Indivisible means that all the different types of human rights 

(economic, civil, social, cultural and political) form one integral whole and are indivisible. 

This means that it is not possible to choose to ensure some rights, while forgetting the others, 

or giving more importance to some rights while ignoring the rest (this was the case in the 

Cold War period, during which Western countries emphasised the importance of civil and 

political rights, while Soviet countries emphasised the importance of social and economic 

rights). Directly related with the concept of indivisibility there is the concept of 

interdependence, which means that each right is fulfilled when all the rights are enjoyed.  

Finally, we have the concept of inalienability, which means that human rights cannot be 

wiped off, sold or renounced. In a practical situation, this means that if someone is arrested 

and she/he is forced to sign a document in which she/he renounces to a fair trial, that 

document is invalid, because no one can alienate the right to a fair trial.116 Hence, in order to 

include credit into the list of human rights, it should be universal, indivisible, interdependent 

and inalienable.  

Regarding the universality, the right to credit should be claimed as important and urgent for 

all people regardless their culture, religion, ideology, etc. Obviously, it can be seen as an 
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important and urgent right in order to allow people to way out of poverty; however, there are 

several cases in which the concession of credit had no substantial effects in the improvement 

of people life or, worst, it had a destructive effect on the households. This was so because 

access to credit brought to no substantial increase of income in several cases and, furthermore, 

most of the credit conceded by MFIs has been used for consumptions and not for investments. 

In such cases, repayments become more difficult, and it is not rare to have situations in which 

households fell into the debt-cycling in order to meet their obligations or, worst, they have not 

been able to pay back the loan and they went in bankrupt. In this sense, problems related with 

the repayment of the loan can be caused also by irresponsible interest rates of certain MFIs.117  

As explained above, access to credit has been seen as the panacea also for improving 

women’s conditions of life. However, in several situations men took the loan from women or 

women decided to invest in men’s activities, resulting in no improvement of their life 

conditions.118 Furthermore, also if women are able to start their own business and to increase 

their income, they will practice female activities (like embroidery and sewing) in their 

household, so resulting in no improvement of their social conditions. Hence, it seems that the 

hypothetical recognition of the right to credit as human right could have ambiguous effects for 

some categories, like women and households.  

In fact, if on the one hand it can be useful in order to help people to abandon their conditions 

of extreme poverty, on the other hand it should be underlined also the fact that in several 

cases it does not produce a valuable social impact (as well pointed out with the example of 

women that run their own business) or, worst, it can have negative effects for the finances of 

certain households, that can incur in over-indebtedness. In this sense, it should be underlined 

that a universal right should improve people’s life, guaranteeing them better conditions and 

protecting them from dangerous situations. Furthermore, human rights should be appropriated 

and enriched by values and practices of different societies, rather than imposed from one 

society’s perspective (like the Western perspective). In this regard, recognise credit as a 

human right and establish interest rates as a duty is against many cultures of several societies 

in which interests are banned for cultural/religious motivations. In addition, such recognition 

can be seen as a way to impose Western principles in the World.119  
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For all these reasons, it is possible to say that credit is not a basic right as other fundamental 

rights, like the prohibition of torture or the bodily security. This means that while everyone 

agrees that the prohibition of the torture is a fundamental right, the utility to have a right to 

credit is not accepted from everyone.120 According to the explanation above and 

notwithstanding that there are several cases in which access to credit, through MFIs, has been 

of a fundamental importance in order to allow people to way out from poverty; it is not 

possible to elevate it to a universal right, because its effects are not always positive (as 

explained before). 

Regarding the indivisibility and interdependence of right to credit, someone can argue that 

ensuring credit to everybody is strictly related with the fulfilment of other rights, like the right 

to work and others fundamental rights (clothing, housing, food, etc.). If this interrelation 

between a hypothetical right to credit and others economic rights can be accepted, it is not 

possible to state the same regarding the concept of indivisibility of the right to credit in 

relation to others human rights. Indeed, although right to credit can be considered necessary in 

order to ensure economic rights, for sure it is not related with the enjoyment of political and 

civil rights.121 Following this reasoning, it is not possible to affirm that the right to credit is 

indivisible from others human rights.  

Finally, regarding the inalienability, credit cannot be considered inalienable. As well 

explained before, credit is something conceded by institutions (public or private actors) and 

once that it has been received, people have the duty to repay the loan. If a person is not able to 

repay, several measures (also blameable from a human rights perspective, like the foreclosure 

of the house) can be applied in order to repay back the loan. For all these reasons, it is simply 

unthinkable to put credit in the human rights list. 

Directly related with the possibility to include right to credit in the human rights list there is 

the discussion about the proliferation of human rights (proliferation critique). In fact, many 

scholars argue that the elevation of too many rights at the status of human rights can provoke 

a general impairment for all the recognised human rights. In this sense, Donnelly states that it 
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right that must be protected from unjustified discrimination.  
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is normal to recognise new human rights when new threats for human beings arise, however it 

should avoid a proliferation of useless human rights, because this can lead to an impairment 

of all human rights.122 Alston agrees with the position of Donnelly, stating that: “such a 

proliferation of new rights would be much more likely to contribute to a serious devaluation 

of the human rights currency than to enrich significantly the overall coverage provided by 

existing rights”.123 

 

2.4. Which economic system can be compatible with the recognition of a right to credit as 

human right?  

Before concluding this chapter on the opportunity to have a right to credit in the human rights 

list, it is useful to explore the economic theory on which the idea of having credit as a human 

right lies. As it has been explained above, it is proven that a hypothetically right to credit 

would not be universally recognised as human right, as well as it would not be feasible and 

justiciable. In order to explain why credit as human right cannot be sustainable, also from an 

economical point of view, we have to explore and explain the economic thought of who wants 

that credit is recognised as human right (Yunus in primis, with other scholars). According to 

Yunus, credit should be conceded to everyone in order to allow poor people to way out from 

extreme poverty, by becoming little entrepreneurs and starting their own business. This is a 

noble purpose; however, it should be considered that it is not possible that all poor people 

become entrepreneurs.  

This leads us to another problem, prominent from an economic point of view. In fact in every 

society, also in the weakest, people have been always able to produce simple goods and 

different kinds of little entrepreneurs have been always present (like basket-makers, bakers, 

shoes repairers and so on). The problem was, instead, to find someone able to buy these 

goods. In practice, is the spending power of the people the problem, because if in a 

community there are entrepreneurs, but no one purchases the goods that they produce, the 

community cannot grow in a sustainable and balanced way. In practice, it is possible to say 

that Yunus believes that the Say’s law (supply creates its own demand) could have worked in 
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2.5. The reasons of the unfeasibility of having credit as human right 

The main reason of having a right to credit as human right is to ensure the fulfilment of a 

series of economic rights, enshrined in different international instruments (among others the 

UDHR and the ICESCR). In this sense, it seems that guaranteeing the enjoyment of the right 

to credit it is possible to ensure also the realisation of other fundamental human rights, like the 

right to work, to food, to clothing, housing, etc. Is this possible? According to Yunus, not only 

this is possible, but this is the only way to ensure poor people to way out from poverty. 

Obviously, the concession of credit should be proportionate to the incomes of the borrowers 

and with honest interest rates in order to allow people to repay the loan and avoid the trap of 

over-indebtedness (this is the so-called qualitative feature of the credit). However, this is how 

the credit should be in theory, given that in the real world there have been too many cases of 

over-indebtedness and bankrupt, as well as suicides due to the impossibility to repay the 

loans.128  

The negative consequences of conceding credit represent one of the main obstacles to a 

hypothetical inclusion of credit in the human rights list. In fact, as explained in paragraph 2.3, 

how can be justified the recognition of such right as human right if it can be harmful for 

human beings? A universal right should improve people’s conditions of life and protect them 

from dangerous situations. In fact, in order to include a right in the human rights list, it must 

be universal, interdependent and indivisible, inalienable. According to the explanation above, 

a right to credit cannot be universal, because it can have harmful consequences for people, as 

well as it cannot be accepted in those countries where credit and interest rates are banned, 

resulting more as a Western principle rather than as a universal value. Regarding the other 

features, as well explained before, there are several criticisms, the most important are related 

to the inalienability of the right to credit. How can be inalienable such right if a person is not a 

reliable borrower?   

Finally, there is the economic dimension that must be considered. For some scholars 

(Bateman in primis), behind the mask of helping people to way out from poverty, a 

hypothetical right to credit can be used as a way to impose a neoliberal system in poor and 

developing countries. This vision is supported from the fact that big emphasis is reserved to 

the role of individual entrepreneurship in order to promote the development, without any 

state-owned intervention as well as without any reference to the redistribution of the richness 
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between rich and poor. In this sense, it is interesting to note that if poor people refuse to 

access to microcredit and to start their own activity, they are blamed for their poverty, as well 

as accused to be lazy, to have made wrong business choices and so on. 129 

Independently from the fact that these assumptions are true, it is largely proved that 

microenterprises cannot solve all the problems of unemployment and poverty, for several 

reasons: poor people cannot become all entrepreneurs, in many cases there is not a substantial 

increase of income also due to the high interest rates of the loans, etc. In addition to these 

reasons, there is also the issue of the economic system. As has been explained before, it seems 

that the neo-liberal economic theory is fully applied in elaborating developing policies. As a 

consequence, if an economic crisis will occur (as the 2007 economic crisis) the majority of 

these enterprises will close, generating again unemployment and perhaps more poverty. If this 

model is not working for us, why it should work for poor people that live in worst condition 

than ours?  

In my opinion this is another key to understand why credit cannot be declared a human right. 

Indeed, it is not possible to use a human right in order to promote a kind of development that 

cannot ensure a sustainable development in the long-term and that it is not universally 

recognised and accepted (there are several Latin American countries, among others Bolivia, 

that are having high rates of growth with socialist policies).130 Furthermore, it is not 

acceptable to have a human right that can be harmful for people, for example pushing people 

into the debt trap. In addition, a hypothetical right to credit would be difficult to implement as 

well as to enforce. Hence, it seems that the request to have a right to credit as human right has 

not solid foundations; however, this does not mean that credit must be banned. In fact, if 

credit is not seen as the fundamental tool for solving all the problems related to poverty (as 

Yunus believes), but as one of the instruments that can help people to improve their life, then 

it can have an important role. In this sense, it can be seen as the oil that helps the engine to 

work better. In conclusion, it is possible to say that credit is not a human right, but it can help 

to achieve the fulfilment of several human rights. It is a tool, a financial instrument and, as 

other tools, it must be used with commitment and honesty; otherwise it can have dramatic 

effects on people’s life as well as on the credibility of the institutions that operate in this field. 
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3.1. General overview on Human Rights Impact Assessment (HRIA) 

In the last decades the Human Rights Impact Assessment (HRIA) has become a fundamental 

tool for development NGOs, Multinational Corporations (MNCs) and public authorities in 

order to measure the impact of their activities on human rights.131 There are activities that can 

have a direct impact on human rights, whilst others that can have an indirect impact on them 

(like mining operations, that can provoke health problems to the population living in the 

nearby of the mines, so resulting in a violation of the right to health). Hence, the HRIA is a 

useful instrument in order to evaluate if human rights are taken sufficiently into account when 

starting new activities and/or in designing new policies. In this sense, a HRIA can be carried 

out ex ante, if it is realised before starting the activities or ex post, if it is carried out after the 

beginning of a certain process.132 

There are several instruments that can be used for conducting a HRIA in different fields. One 

of the fields in which a HRIA is always more requested is the development sector. In fact, 

always more donor agencies want to measure the human rights impact of their funding and 

programmes. One of the most used guidance designed to evaluate the HRIA in the 

development sector was realised by the Norwegian Agency for Development Cooperation.133 

This tool was created with the purpose of enhancing the human rights importance in 

development programmes.134 The first aim of this HRIA is to evaluate if the state has human 

rights obligations set out in international treaties; the second step is to assess how the ongoing 

activities affect the freedoms and the rights of the population and if people are aware of their 

rights. This is important because people must be aware of their rights and they must have the 

possibility to claim for them. Furthermore, a HRIA focuses on the involvement of people in 

the decision-making process, at the local and national level as well as in the implementation 

of development programmes. This approach is important because it reflects the principle of 
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participatory development and the principle of the Free Prior and Informed Consent (FPIC) 

used for including indigenous people in decision-making process.135  

The scope of the HRIA is not to produce a detailed impact analysis, but to facilitate a general 

evaluation of the effects of certain activities on human rights. In this sense, it should not be 

underestimated the fact that evaluate whether human rights are fulfilled or violated is not easy 

and it depends also from the type of rights at stake. In this regard, a violation of a human right 

like torture is easy to define and to measure; while other violations can be less clear-cut.136  

 

3.2. The HRIA created by the Norwegian Agency for Development Cooperation  

In order to evaluate the situation of the state regarding the fulfilment of human rights 

principles, an analysis of the Current State Obligations (CSO) in relation to the main 

international instruments on human rights must be undertaken at the beginning of a HRIA.137 

This is useful in order to understand the legal framework within which a cooperation process 

is started and carried out.  

With the aim to evaluate the CSO, the Norwegian Agency for Development Cooperation 

(NORAD) has taken into account seven international instruments: the UN International 

Covenant on Civil and Political Rights, the UN International Covenant on Economic, Social 

and Cultural Rights, the UN Convention on the Elimination of All forms of Discrimination 

against Women, the UN Convention on the Elimination of All forms of Racial 

Discrimination, the UN Convention of the Rights of the Child, the African Charter and the 

OAS Convention with additional protocol on economic, social and cultural rights.138 In the 

tool mapped out by NORAD, a broad consideration is reserved to groups that could be 

affected by business activities. They are divided in three categories: beneficiaries (for 

example people of a village that can benefit from a construction of a new road); people 

directly involved in the programme (like the employees) and other groups that can be affected 
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positively or negatively by the programme (like displaced peasants whose lands have been 

occupied and used for the construction of the road).139 

According to the purposes of NORAD to alleviate extreme poverty, in a case like that one 

mentioned above, it is important to investigate negative and positive effects for poor people. 

For example, for smallholders the construction of the road can have negative consequences, 

like land eviction and economic marginalisation, as well as positive effects, such as the 

possibility for them to enter into the market and sell their products. In such cases, specific 

measures for minimising negative effects and maximising positive effects should be taken.140 

In addition, it is useful that a human rights assessment is performed during the various stages 

of the programme cycle, as showed in the table below.141 
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3.3. The HRIAM elaborated by the International Business Leaders Forum and 

International Finance Corporations for MNCs 

Another domain in which there is a substantial increase of the use of HRIA is the field of 

investments of Multinational Corporations (MNCs). The increase of the use of HRIA is also 

due to the studies of John Ruggie, former UN Special Representative on Business and Human 

Rights, in which has been underlined that companies have a duty to conduct a due diligence 

(identified with the HRIA) regarding their business activities.142 

The first HRIA of a MNC was that one commissioned by British Petroleum to the Proposed 

Tangguh LNG Project.143 Since then, several methodologies have been applied for the 

realisation of HRIA guidance in the sphere of operation of MNCs. Nowadays, the most 

applicable guidance is that one realised by the International Business Leaders Forum and 

International Finance Corporations, called “Guide to Human Rights Impact Assessment and 

Management” (HRIAM).144  

The HRIAM was created for companies with the specific purpose to assess and manage 

human rights risks and impact of business activities on human rights. Precisely, this guide 

provides information on how to identify potential and/or existing human rights risks, assess 

potential and/or existing human rights impacts and integrate the results of the assessment into 

the management system of the companies. Ideally, a HRIAM should be carried out at the 

beginning of the planned business or before committing financial investment; however, in 

cases where substantial changes of business activities occur, companies can decide to 

undertake another HRIAM during the activities.145  

In few words, it is possible to say that companies can demonstrate that they respect human 

rights by ensuring that their business activities do not violate the rights of others. In order to 

reach this result, a human rights due diligence should be conducted. According to the UN 

Protect, Respect and Remedy Framework (which will be analysed later on), the human rights 

due diligence can be executed following four steps:  

1) adoption of a human rights policy by the company;  

2) evaluation of existing activities that can affect human rights;  
                                                           
142 Harrison, 2010, p. 10. 
143 A summary of the recommendations of that study can be found at this link: 
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Each pillar is essential in this system in order to promote a full protection of human rights. It 

is important to underline the fact that the aim of the these principles is not to create new 

binding obligations in the framework of international law, but to elaborate the implications of 

existing standards and practices and to integrate them in a unique template valid for states, as 

well as for enterprises.163 

 

 

3.4.1.  The State duty to protect human rights 

According to international human rights law, states must respect, protect and fulfil human 

rights of people within their territory and/or jurisdiction. This includes also the duty to protect 

against human rights abuses by third parties, including business enterprises. In this sense, if 

on the one hand states are not directly responsible for human rights abuses perpetrated by 

private actors, on the other hand they have the duty to take all the needed steps in order to 

prevent, investigate, punish and redress abuses perpetrated by private actors.164 This is so in 

the national framework, as well as in the international one. Indeed, although in the 

international human rights law there are not obligations for states to regulate the activities that 

private actors can undertake outside the state of domicile, there can be cases where states are 

interested to do so. For example, if a state is directly involved in such business activities it can 

have the interests to promote its own reputation abroad, as well as to provide coherent and 

consistent messages on its values.165 Furthermore, if a business enterprise is directly 

controlled by the state, an abuse of human rights by the enterprise implies a violation of the 

international law obligations of the state.166  

Among the measures adopted in such sense there are domestic measures with extraterritorial 

implications, like multilateral soft law instruments such as the Guidelines for Multinational 

Enterprises of the Organisation for Economic Cooperation and Development (OECD); or 

direct extraterritorial legislation (like the possibility to prosecute in base of the nationality of 

the perpetrator without considering where the offence occurs).167 Another duty of states is to 

protect human rights in conflict affected areas, in particular to avoid that business activities 

are involved in human rights abuses. In such cases, states should communicate to business 
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enterprises every risk of being involved in human rights violation in conflict affected areas. In 

addition, states should review if their legislation, policies and enforcement measures address 

in the appropriate way this risk.168 

 

3.4.2.  The Corporate Responsibility to Respect Human Rights 

The respect of human rights should be a global standard for all business enterprises, no matter 

the sector and the place where they operate. This means that business enterprises must avoid 

adverse human rights impacts through their activities, as well as mitigate these adverse human 

rights impacts when they are directly related to their activities.169 The responsibility to respect 

human rights has been recognised in several soft law documents, like the ILO Tripartite 

Declaration of Principles Concerning Multinational Enterprises and Social Policy and the 

OECD Guidelines for Multinational Enterprises.170  

In order to identify, prevent and mitigate adverse human rights impacts, enterprises should 

carry out a human rights due diligence. In such process, it should be assessed: actual and 

potential human rights impacts due to business activities, integrating and acting upon the 

findings; tracking the outcomes and communicate how impacts are addressing. An important 

feature that a human rights due diligence should have is to be an ongoing procedure. This 

means to have an evaluation that changes over the time as a consequence of the changes in the 

business operations of the enterprise.171 It is important to start a human rights due diligence as 

early as possible in the development of new activities, taking into account the fact that human 

rights risks can be increased or mitigated since the beginning of the business activities. The 

conduction of an appropriate human rights due diligence is fundamental for the enterprises 

that, in this way, can demonstrate to have undertaken all the possible measures in order to 

prevent possible human rights violations in conducting their activities. Obviously, the 

commitment to conduct a human rights due diligence do not absolve enterprises from liability 

to be involved in human rights violations.172 
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In order to conduct an appropriate human rights due diligence, it is necessary to identify and 

evaluate any possible human rights violation provoked directly by business activities, or as a 

consequences of the relationships that enterprises can have with other actors. First of all it is 

necessary to understand the impact of such activities on people that can be affected by them 

and identify which human rights could be violated in carrying out these activities. It is 

important to underline that human rights are dynamic and that they can change due to 

situations; hence, the assessment of human rights impacts should be undertaken at regular 

intervals (before the starting of a new activities, before important decisions or changes in the 

operations, etc.). In order to allow enterprises to evaluate in a comprehensive way the impact 

of their activities on human rights, they should consult the potential affected stakeholders.173 

In order to verify if human rights policies adopted by enterprises have been implemented in 

the right way, it is important to track the effectiveness of such policies. In addition, in order to 

demonstrate the evaluation of their activities on human rights, enterprises must communicate 

this externally. There can be various types of communication, like meetings, on-line 

dialogues, consultations with affected stakeholders and formal reports.174 

 

3.4.3.  Access to remedies 

If business enterprises have been responsible of adverse impacts on human rights, they have 

the duty to ensure the access to remedies to those people that have been affected by these 

actions. Regarding access to remedies, states play a key role. In fact, they must ensure, 

through judicial, administrative, legislative and any other means, the access to remedies to 

whom has been damaged by business activities. Remedies can be different, depending on the 

situation and they can include: apologies, restitution, rehabilitation, financial compensation 

and punitive sanctions. In addition, in order to ensure the access to remedies for human rights 

abuses perpetrated by enterprises, states should facilitate the awareness and understanding of 

these mechanisms.175 

 

 

                                                           
173 Ibidem, pp. 17-18. 
174 Ibidem, pp. 19-20. 
175 Ibidem, pp. 20-22. 



Chapter III – The need to include a HRIA and a HRBA in the development sector 

46 

3.5. Integrating human rights in development policies: the necessity of having a Human 

Rights Based Approach 

As explained above, the progressive integration of the principles of human rights in the 

development sector started two decades ago. However, there is still an important debate 

regarding the usefulness, the necessity and the potential added value that the inclusion of 

human rights principles can have in this sector.176 This is so because, since their establishment 

(after the Second World War), development policies and human rights have evolved 

following two different paths. Indeed, development policies were conceived to stimulate 

economic growth and to satisfy basic needs of the population; while human rights were 

perceived as principles, which aim was to protect individuals from any abuse. 

The turning point that brought to the first interaction between development policies and 

human rights was the fall of the Berlin Wall. In fact, after that event, many conferences for 

the promotion of Human Rights were organised, among others the World Conference of 

Human Rights held in Vienna in 1993. In the Vienna Declaration adopted during that 

conference, it was reaffirmed the interdependence and indivisibility of all Human Rights, as 

well as it was emphasised the interrelation between democracy, development, human rights 

and fundamental freedom. From that moment, many Development NGOs started to include 

the fulfilment of human rights (especially social and economic rights) in their action plans.177 

Nowadays, particular importance is given to human rights by the international development 

community. In this sense, human rights are not seen as mere statements anymore, but as 

fundamental principles that must be promoted in order to make development cooperation and 

poverty reduction more effective.178 

The state parties of the ICCPR and ICESCR have obligation to respect, protect and fulfil 

human rights, as well explained in the chart below.  

 

 

 

 

                                                           
176 D’Hollander, Marx & Wouters, 2013, p. 7. 
177 Ibidem, p. 8. 
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Furthermore, as defined by the United Nations Interagency Common Understanding of a 

HRBA to Development (UNCU), one of the most important features of a HRBA is to apply 

human rights principles in development sector. According to UNCU, these principles are: 

universality, inalienability, indivisibility, interdependence and interrelatedness of human 

rights, as well as equality and non-discrimination, participation and inclusion, accountability 

and rule of law. The reason of having all these principles in a HRBA lies in the fact that they 

can guide the formulation of policies, laws and strategies in which human rights can be 

considered as fundamental rights that must be protected and promoted.192 

 

3.6. The necessity of having indicators to measure the social performance of MFIs 

In this chapter has been underlined the importance that a HRIA can have in order to evaluate 

the impact of business activities on human rights. As it has been shown in the previous 

chapters, there is a big concern about the state duty to protect and the corporate responsibility 

to respect human rights; however, no mention has been made about the necessity to evaluate 

the actions of Microfinance Institutions (MFIs) in the field of human rights. 

The relationship between MFIs and human rights is difficult also because, in many cases, the 

interventions of MFIs have been focused on the improvement of economic conditions of 

people, without any reference to social and cultural advancements; as well as without any 

concern regarding possible human rights violations caused from unsustainable and 

unrestrained economic development. Hence, it is necessary to have comprehensive tools in 

order to assess possible human rights violations provoked by the actions of MFIs.   

Nowadays, there are some instruments and indicators, like the Social Performance Task Force 

(SPTF) and its tool, called Social Performance Indicators 4 (SPI4). These are useful tools; 

however, there should be more consideration of human rights principles in them, in order to 

measure the impact of MFIs actions on human rights. In this sense, it is useful to clarify that it 

is not only desirable to do HRIA and to have a HRBA in the development sector, but it is 

necessary. As outlined by the OHCHR, the added value of having a human rights approach in 

development projects resides in the accountability that policy-makers and other actors can 

acquire. Precisely, a HRBA enhances accountability in any area of development.193  

                                                           
192 Ibidem, p. 37. 
193 Ibidem, p. 41. 
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However, there is still a strong debate in the development arena about the need to include a 

HRBA in development programmes. This is so also because it is difficult to measure human 

rights impact in development projects. Indeed, this impact might not be immediately visible; 

furthermore, the collaborative and complex nature of human rights work implies that 

quantifying organisational performance (trainings and meetings organised, workshop and 

dissemination of informational material) do not offer the possibility to evaluate the medium or 

long-term impact.194 In particular, it is difficult to measure the social impact that the actions of 

MFIs can have on living conditions of poor people.  

For this reason, a Social Impact Measurement Index has been developed. In this tool, four 

variables are taken into consideration in order to assess the social results of the actions of 

MFIs. Such variables are: livelihoods (lifestyle and empowerment); literacy (knowledge and 

awareness); community (social and cultural interaction) and health (physical and mental well-

being).195 In the table below there is a satisfactory explanation of these variables and to what 

is taken into consideration in order to carry out the Social Impact Assessment.  
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Conclusions 
 

The aim of this study was to analyse if microfinance goals, in particular social goals, and 

human rights principles can coexist in a development context. More specifically, the analysis 

has been focused on how this coexistence may enhance the living conditions of individuals in 

vulnerable situations. 

Starting with the analysis of the role that MFIs can play in order to improve people’s life, 

three important concepts have been defined: poverty, development (included sustainable 

development) and decent work. As it has been shown, one of the main aims of MFIs is to help 

the poor to way out from their condition of poverty. However, the alleviation of poverty is not 

only an aim of MFIs, but it can be seen as one of the aims of many actors that struggle for the 

fulfilment of human rights. Indeed, poverty hampers the fulfilment of human rights.  

For this reason, and in order to strengthen the effects of their actions, MFIs could include 

human rights principles in conceptualising and delivering their financial and non-financial 

services. In this sense, achieving human rights imply poverty alleviation, through the 

promotion of sustainable development and the fulfilment of the right to decent work. These 

aims can be included also in the list of goals of MFIs and perhaps some of them are already 

goals of some MFIs. Hence, it is possible to say that there is a link between MFIs and human 

rights. Furthermore, the commitment of MFIs should not be only oriented to the improvement 

of economic conditions of the poor; but also to their social and cultural life, expanding their 

opportunities and freedoms to choice. Only in this way, there will be a real and durable 

development. Hence, the actions of Development NGOs working with MFIs (like ADA) 

should not be focused only to reach standard goals of microfinance institutions, like ensuring 

credit to people (a broad analysis on the possibility to have the right to credit in the human 

rights list has been carried out in chapter II), or focusing only on the development of their 

entrepreneurship capacities. Instead, it is of fundamental importance to unleash people’s 

potentiality by promoting other rights, like the right to decent work that can allow them to 

have more opportunities and freedoms to choose about their life.  

The importance of the promotion of human rights in the Development sector lies on the fact 

that promoting such rights mean to promote an advancement of living conditions in the social, 

cultural, political, civil and economic arena. This is the reason why it would be desirable for 

Development NGOs to include in their projects a triple bottom line approach. This approach 
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is based on three concepts: Environment, Economics and Equity (also known as three Ps: 

Planet, Profit and People), which are considered strictly interrelated. The idea behind the 

concept of the triple bottom line approach lies on the fact that the success of a NGO should be 

measured not just taking into account the traditional economic objectives, but also its 

environmental and social performances.196  

The main aim of the triple bottom line approach is to align NGOs and private enterprises to 

the goals of sustainable development. Such goal is of fundamental importance not only for the 

implementation of the triple bottom line approach, but also for the realisation of human rights. 

In this sense, it should be underlined the fact that a sustainable development in the long-term 

is necessary in order to guarantee a future to the next generations.  

In order to realise a sustainable development there should be substantial changes also in our 

economic system. In fact, we live in a capitalistic world led from the paradigm that 

“generating income leads to growth, which in turn leads to better living conditions”. As it has 

been underlined in chapter II, according to Yunus, credit should be conceded to everyone in 

order to allow the poor to abandon their conditions of extreme poverty, by becoming little 

entrepreneurs and starting their own business.  

However in every society, also in the weakest, little entrepreneurs (like basket-makers, bakers 

and shoes repairers) have been always present. The problem lied on the difficulty to find 

someone able to buy such goods, given that the main problem of poor society has always been 

the spending power of the people. Indeed, if in a community there are entrepreneurs, but no 

one can purchase the goods that they produce, the community cannot grow in a sustainable 

and balanced way. This means that promoting the birth of little enterprises in order to 

generate income does not bring, automatically, to better conditions of life for all. Instead, 

there could be an imbalanced development, with the result of having part of the population in 

worse conditions than before. For this reason it is extremely important to adopt a sustainable 

development, in order to guarantee a real improvement of living conditions to the entire 

population.  

In this sense, MFIs should and must be different from traditional banks and from the 

traditional financial system. If the role of MFIs is to improve living conditions of the poor, 

helping them to way out from their conditions of extreme poverty, they cannot behave like a 

normal credit institution, whose main and most important aim is to make profit.  
                                                           
196 Norman & Mac Donald, 2003, p. 1. 
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In my opinion, the main purpose of MFIs should be to promote a sustainable development in 

order to improve the conditions of life of the poor. This means that, when implementing a 

project, there should be taken into account also the future impact that a project can have on a 

community, not only from an economic point of view, but also from a social and 

environmental standpoint. Furthermore, MFIs should work in order to promote a sustainable 

development that goes further the paradigm of conceding credit and create little entrepreneurs. 

I think it could be important to focus more on financial education, in order to enhance the 

capacity to save money and to spend it in a responsible way. In addition, I think that it should 

be put more effort in order to reduce interest rates of MFIs, which are extremely high 

nowadays. This aim can be achieved developing more the potentiality of new technological 

devices (like smartphone and tablet, but also simple mobile phone) for making payments, 

through e-banking service. 

In conclusion, it is possible to say that there is still a lot of work to do for MFIs. Indeed, if on 

the one hand such institutions have been important to improve living conditions for many 

poor people, giving them the possibility to abandon their conditions of extreme poverty, on 

the other hand their effect has been controversial, with several cases in which people 

committed suicide because they were not able to pay back the loan (also due to the high 

interest rates). Hence, it seems that MFIs must change their aims if they want to be “human 

rights” friendly. What is important is to understand their mission and their aims. Perhaps, it 

should be taken into account the possibility to distinguish between MFIs and Development 

NGO that work with MFIs instruments (like conceding micro-loan and other financial 

services). In my opinion this step is of a fundamental importance, given that only in this way 

it will be possible to have cleared in mind the objectives of these two institutions that have 

different final goals. In fact, I think that MFIs can have as aim the improvement of living 

conditions of people through the reaching of their economic objectives; while Development 

NGOs should focus on the pursuit of social aims and their purpose should not be make profit 

from their projects.  

This is a fundamental issue that must be solved in order to classify many institutions (among 

others ADA) working in this sector and that are hanging between social aims, like the 

improvement of people’s life (and, hence, the fulfilment of human rights) and the need to 

make profit from their projects. 
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Annex No. 1 – Form of the HRIA elaborated by NORAD. 
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Annex No. 2 – Human Rights Impact Assessment Tool 

Human Rights / Articles / Definition 
Source of the risks 

and impacts 

Affected 

stakeholders 

Stage of the 

project’s lifecycle 

1 Right to life. UDHR 3; ICCPR6    

2 Right to liberty and security (including 

freedom from arbitrary arrest, detention or 

exile). UDHR 3 and 9; ICCPR 9 

   

3 Right not to be subjected to slavery, 

servitude or forced labor. UDHR 4; ICCPR 

8; ILO No.29; ILO No.105 

   

4 Right not to be subjected to torture, cruel, 

inhuman and/or degrading treatment or 

punishment. UDHR 5; ICCPR 7 

   

5 Right to recognition as a person before the 

law. UDHR 6; ICCPR 16 
   

6 Right to equality before the law, equal 

protection of the law, non-discrimination. 

UDHR 7; ICCPR 26; ILO No.111 

   

7 Right to freedom from war propaganda, and 

freedom from incitement to racial, religious 

or national hatred. UDHR 7; ICCPR 20  

   

8 Right to access to effective remedies. UDHR 

8; ICCPR 2 
   

9 Right to a fair trial. UDHR 10; ICCPR 14    

10 Right to be free from retroactive criminal 

law. UD12HR ; ICCPR 15  
   

11 Right to privacy. UDHR 12; ICCPR 17    

12 Right to freedom of movement. UDHR 13; 

ICCPR 12 
   

13 Right to seek asylum from prosecution in 

other countries. UDHR 14 
   

14 Right to have a nationality. UDHR 15    

15 Right of protection for the child.                              

UDHR 25; ICCPR 24; ILO No.182 
   

16 Right to marry and form a family.                   

UDHR 16; ICCPR 23; ICESCR 10 
   

17 Right to own property.                                     

UDHR 17; ICESCR 15 
   

18 Right to freedom of thought, conscience and 

religion. UDHR 18; ICCPR 18 
   



 

64 

 

 

 

 

 

19 Right to freedom of opinion, information and 

expression. UDHR 19; ICCPR 19 
   

20 Right to freedom of assembly.                             

UDHR 20; ICCPR 21 
   

21 Right to freedom of association.                       

UDHR 20; ICCPR 22; ILO No.87 
   

22 Right to participate in public life.                      

UDHR 21; ICCPR 25  
   

23 Right to social security, including social 

insurance. UDHR 22; ICESCR 9 
   

24 Right to work. UDHR 23; ICESCR 6    

25 Right to enjoy just and favorable conditions 

of work (including rest and leisure).                 

UDHR 23 and 24; ICESCR 7 

   

26 Right to form trade unions and join the trade 

unions, and the right to strike.                         

UDHR 23; ICESCR 8; ILO No.98 

   

27 Right to an adequate standard of living 

(Housing, Food, Water & Sanitation).               

UDHR 25; ICESCR 11 

   

28 Right to health. UDHR 25; ICESCR 12    

29 Right to education.                                        

UDHR 26; ICESCR 13 and 14 
   

30 Right to take part in cultural life, benefit 

from scientific progress, material and moral 

rights of authors and inventors.                       

UDHR 27; ICESCR 15 

   

31 Right to self-determination.                             

UDHR 21; ICCPR 1; ICESCR 1 
   

32 Right of detained persons to humane 

treatment 
   

33 Right not to be subjected to imprisonment 

for inability to fulfill a contract. ICCPR 11 
   

34 Right of aliens due process when facing 

expulsion. ICCPR 13 
   

35 Rights of minorities. ICCPR 27    
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Annex No. 3 – Human Rights Impact Mitigation and Management Tool 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

66 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


