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Framing the Issue: Microcredit 

• Microcredit has become a component of global 
development 

• Increasing recognition of the potential of 
microcredit in climate adaptation 

– Loans obtained after the 2004 tsunami in Sri 
Lanka had a positive impact on income 
generation and weekly working hours  

–Housing loans to climate proof dwellings 

–MFIs have become involved in relief activities 



Case study: Coastal Bangladesh 

• Multiple case 
study design – a 
qualitative and 
interpretative 
approach (2009 
& 2012) 

–67 interviews  

–20 focus 
groups 



Situating Microcredit: Relationships of 
Exchange and Reciprocity (Jordan, 2014) 



Is Microcredit the Answer? 

‘[...] by getting loans, I have all these assets, 
motorbike, shop, and poultry. Our motorcycle is 
the most important possession as it is very 
expensive, with loans we could get [a motorcycle]. 
It is a source of income for us, my husband earns 
by driving the motorcycle, people pay him to drive 
them to far away places [...] We got a loan [from 
Grameen Bank] to build a stronger house.’ (Female 
household interview, #33, South Kainmari). 

 



Factors influencing Microcredit Outcomes 

• The assertion that 
microcredit can be used as 
an adaptation strategy needs 
to be treated with caution  

– Lack of Outreach 

– Erosion of capital assets: 
loan default and debt 

– Supply barriers and credit 
alternatives  



Lack of Outreach 
 

• Many microcredit groups exclude the poorest or 
when they are included, inability to pay 
membership fees and loan installments is a 
barrier for poor people to retain membership 

• Instead, there is a reliance on dysfunctional 
internal exchange systems based on informal 
moneylending 

• Excluded from familial, kinship or community 
based support systems – low social capital due to 
limited, or no assets 



Erosion of Capital Assets: Loan Default & Debt 
 

 



Supply Barriers & Credit Alternatives 

• Microcredit’s potential is limited post-disaster, 
especially for covariate shocks (in particular sudden 
onset events) 

– Overall cash flows low: Lack of access to 
immediate post-disaster microcredit & familial 
and kinship networks providing monetary 
support  

– Poor ‘forced’ into borrowing from informal 
moneylenders with exploitative interest rates –
often charge higher interest rates during crisis 
time 



Conclusions 

• Uncritical importation of microcredit as a potential 
adaptation strategy needs to be treated with caution  

• Limited potential (particularly for long-term 
adaptation) due to lack of outreach, problems of 
loan default and increased debt, and supply barriers 
and credit alternatives 

• Interdependencies between the capitals (i.e. 
strategies that cut across capital assets), rather than 
microcredit on its own that can make the most 
impact for adapting to climate stress 
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