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∗ 3 programs were examined; 
∗ Some lending details were collected however the 

focus is on investigating: 
∗ Do the programs promote innovative activities among 

microenterprises through incentives or training? 
∗ How innovative are microenterprises in these programs? 

Microfinance in Trinidad and Tobago 



Features of Microfinance in T&T 

∗ Microenterprise development is the main objective – not 
poverty reduction. 

∗ Higher than traditional average and maximum loan size  
∗ Collateral is required 
∗ Group lending is not a popular method 

 

Presenter
Presentation Notes
Poverty reduction is not the main objective.  Only one of the programs examined specifically targets low income borrowers and even this program includes a sub-program to target microenterprise development specifically. A business plan is required to gain loan approval in all the instances examined. Loan sizes are higher than traditional MFIs lower end average USD 2,400  and can reach USD 40,000 versus less than USD 1000 for what is considered typical microfinanceobjective of these microfinance cases is being breadth rather than depth – meaning a target of reaching a wide breadth of micro-entrepreneurs rather than depth in terms of the poorest citizens. Collateral requirements are not completely relaxed but in most cases are not as formal as for commercial banks Loans are generally to made to individual micro entrepreneurs rather than groups – information gaps regarding the credit worthiness of borrowers is however filled by leveraging community knowledge and reputation in 2 of the 3 cases.



Caribbean Microfinance  
(Trinidad and Tobago) Limited 

 (Microfin) 
Background Innovation Aspects 

∗ Loans are only to businesses in 
operation at least 6 months – 
No start up funding 

∗ Financing only. No training 
services 

∗ Would not provide data on 
loans by purpose or traditional 
versus non traditional activities 
 

∗ In operation in Trinidad for 12 
years 

∗ 52% of loans in 2008 to 
microenterprises 

∗ Collateral is required as cash, 
business assets or guarantees. 
 
 

Presenter
Presentation Notes
Lends to small enterprises and microenterprises, ME loans are capped at TT 60KMinimum loan size is TT 5kCollateral - Business assets, cash and guaranteesdeals with microenterprises giving loans under TT $60, 000 Small Enterprises giving loans over TT$60,000.Records are kept on the type of product or service provided by microenterprise clients data could not be provided on the proportion of microenterprise clients accessing loans for new business in innovative products or services.There is no training, business or networking service provided. Loans are not given to start micro-enterprise – the business must have been in operation for at least six months prior to the application for funds.  Limits the support given to innovation since MEs with new products seeking start up are not eligible.Social capital is leveraged to some extent in that  to be selected clients must have credible reputation and have demonstrated the sustainability of their business.  Collateral is required for microenterprise loans in the form of Business assets, cash and guarantees



Mayaro Initiative for Private Enterprise 
Development MIPED  

(Program for Enterprise Development- 
PROFED) 

Background 
∗ Started in 2002 with TT$5mn 

from bpTT  
∗ HOPE loans under TT$2000, 

PROFED loans over $2000 
∗ 240 PROFED loans in 2010; 160 

Jan-May 2011 
∗ Household or Business 

collateral is required. 
∗ Self Sustaining for the last 5 

years 
 
 

Innovation Aspects 
∗ Largest proportion of loans in 

2009/2010 were for agriculture 
followed by retail and 
distribution. 

∗ Training only in basic book 
keeping and outsourced 
training for techniques in 
agriculture and fishing. 
 
 

Presenter
Presentation Notes
MIPED was incorporated in September 2002 as a non profit entity, charitable status pending.bpTT provided funds. Administers loans above $2,000 through PROFED and provided funds to HOPE for loans of $2,000.Loans are given to micro-entrepreneurs who cannot access loans through conventional/commercial banking systems, usually due to lack of assets for collateral.  utilizes peer pressure and community knowledge (social capital) as collateral and a mechanism for enforcement without using group lending.  Unconventional assets such as furniture and home appliances are accepted as collateral for loans.  effective even with low reclaim market value for this type of collateral, clients strive to repay loans to avoid the shame of having assets seized for non payment.Became self sustaining  two years  after start up.predetermined at the start of the program that it would be privately funded with Government support.  There was however to be no government control or influence over the running of the organization, business principles and procedures would govern the running of the programService clients in :Agriculture, Fishing, Retail and Distribution , Services, Food, Vehiclesrecords could not be filtered/accessed to determine proportion of loans given were for new or innovative services/products or for increasing innovative capacity. 49.2% of all microenterprise loans in 2010 were for agriculture, followed by retail and distribution.  Loans are not promoting pursuit of new or specialized products. No evidence of support of even incremental innovation funding.



National Enterprise Development 
Company (NEDCO) 

Background  
∗ Nine years in Operation, 

Government Funded 
∗ 47% of borrowers 2009-2010 

were microenterprises 
∗ 61% of microenterprise loans 

were to women 

Innovation Aspects 

∗ Most microenterprises 
engage in basic goods and 
trade activities, not high 
technology, skills or value 
added areas. 

∗ Offers Training with potential 
to improve innovation 
capacity 

 

Presenter
Presentation Notes
Lends to Small and microenterprisestargets individuals who do not have access to traditional means of funding or training opportunities.  The primary aim of the program is to increase the number of small and micro enterprises in the non-traditional business sector and increase their success rate to contribute to sustainable developmentNEDCO IT systems does not support classification of micro versus small enterprise according to MLSMED definitionCommunications Analyst advised that loans up to 25K applied to micro enterprise, that is the criteria used in analysis here47% borrowers are ME (175/375) for loans disbursed 2009-201061% of those loans to women - Gender targeting is not a practice within the programmicroenterprises involved in 23% clothing, 		18%Catering/Restaurant23% in retail		18%Mini Mart20% in beauty and personal care.Only 2.9% or 5/175 are in Manufacturing	1/175 ME loans in electronicsOffers Training with some potential to improve innovation capacity – This is the Youth Entrepreneurial Success (YES!) program – one module on idea generationUpon completion of YES client automatically qualifies for start up lending but the program is not mandatory.  



∗ Innovation is not a major focus of any of the 
programs in Trinidad 

∗ Training where offered almost completely omits 
critical thinking or training that can increase 
innovative capacity 

∗ There are no incentives for innovative borrowers 
∗ None of this is surprising 

Overall Observations 

Presenter
Presentation Notes
Innovation is not a major focus of any of the programs in TrinidadTraining where offered almost completely omits critical thinking or training that can increase innovative capacityThere are no incentives for innovative borrowersNone of this is surprising because the focus is enterprise development.  Although NEDCO states an aim to increase micro enterprise activity in non-traditional areas, neither NEDCO nor the other programs here have ever had any mandate referring to innovation and are not included in the NISTT.This does not mean however that MFIs cannot contribute to innovativeness among microenterprises or be included in the NISTT.



The Proposed National Innovation 
System of Trinidad and Tobago 

(NISTT) 

What about Microenterprises? 



The proposed NISTT is not 
likely to easily facilitate or 
encourage incorporation of 
microenterprises either 
through the main 
components that will form 
the system or the linkages 
identified to bring their work 
together. 

Components and 
Linkage 
Mechanisms 

Source: Adapted from Copeland, De Four and 
King (2008, 10) 



 The knowledge generating 
system.   

 To include existing private 
and public universities as well 
as other state and private 
sector funded research 
bodies and projects 

Centres of 
Excellence 

∗ No incentives for 
Microenterprises to 
collaborate with COEs 

∗ May lack resources in 
terms of time, capital, skill 
required to Collaborate 
with COEs 

Presenter
Presentation Notes
The COEs are expected to collaborate with businesses to develop new ideas and create new knowledge intensive products for foreign and niche markets.The model does not recognise the potential inability of microenterprises to collaborate with COEs (due to lack of technical skills or even basic business and literacy skills) and so does nothing to address their exclusion.  Furthermore there are no proposed incentives for microenterprises to seek collaboration with COEs which for the microenterprise may involve sacrifice of valuable operating time and commitment of relatively very scarce resources.



Expected to collaborate with the 
COEs in the product 
development process and 
entrepreneurs are expected to 
form clusters around the 
emerging product areas to gain 
advantages of scale and scope 

SMEs, 
Entrepreneurs in 
Clusters ∗ No incentives for 

Microenterprises to 
collaborate with larger 
enterprises 

∗ May lack resources in 
terms of time, capital, skill 
required to for equal and 
effective collaboration. 

Presenter
Presentation Notes
Again however there is no evident mechanism to increase the ability of microenterprises to engage in such collaboration or networking.  Microenterprises may require support in finding capital for relocation to clusters, access to expertise for legal arrangements in forming joint ventures and collaborations, training to develop the knowledge to identify and exploit forward and backward linkages and a host of other services to facilitate their collaboration with other microenterprises and larger corporations



Financing System – Dynamic 
Financing Model 

Government 
Funding 

•Bond Issue and secondary sales 
•Venture Capital Fund 
•Proceeds fund subsequent rounds of 

bond issues and VC 

Transition 

•Private Sector Purchase of SMEs 
shares from Gov’t and COES 

Private Sector 
Funding 

•Private Sector ownership and direct 
financing of VC investments 

∗ high level of risk aversion 
in the private sector  

∗ virtual vacuum re private 
venture capital, corporate 
venturing, and private 
sector R&D grants etc. 

∗ Medium – Long term 
transition 
 



∗ The Dynamic Finance Model seems to imply a medium 
term at best but more likely long term transition from 
government funding to funding by the private sector 

∗ Priority funding to go to ‘potential knowledge based 
SMEs’ particularly those associated with the COEs 

∗ assumes microenterprises have the ability to network 
and collaborate with large research institutions in the 
COEs.  

Financing System – Dynamic 
Financing Model (2) 

Presenter
Presentation Notes
The Dynamic Finance Model seems to imply a medium term at best but more likely long term transition from government funding of COEs and SMEs associated with them to funding by the private sector – longer time horizons make plans less appealing and less relevant to microenterprises that often don’t engage in long term planning.Priority funding to go to ‘potential knowledge based SMEs’ particularly those associated with the COEsMicroenterprises in Trinidad more often are traditional businesses not enterprises with a novel product or business model and more typically need support to develop innovative capacity than to exploit a radical innovation of their own.  This means that microenterprises seeking funding are not yet the high potential, high risk, high growth start-ups that typically appeal to venture capitalists.assumes microenterprises have the ability to network and collaborate with large research institutions in the COEs. As noted earlier multifaceted resources restraints may mean that this is not the case.



• Local markets as Test 
Markets 

• Penetrate foreign markets, 
secure niche markets abroad. 

 

Markets 
• Microenterprise’s 

customer bases are likely 
to be to small to appeal as 
test markets 

• Preference may be given 
to larger collaborating 
firms for distribution of 
new technologies and 
products. 

Presenter
Presentation Notes
products to be tested in local markets are more likely to be distributed either through the enterprises that collaborated with COEs in their development and/or through larger enterprise with a larger potential customer base than microenterprises.less likely to adapt foreign technology than larger established firms when products go to niche markets



Inter-Industry Collaboration 
Industry-Academia/Research 
Institute collaboration and 
Influence 
NISTT Strategic Development 
Staff 

Linking 
Mechanisms 

∗ Have limited resources to 
bring to an inter industry 
collaboration  

∗ Microenterprises are not 
likely to have sufficient 
influence (even if they had 
the resources) to guide or 
affect the research agendas 

Presenter
Presentation Notes
in the Caribbean one of the main links – that between research institutions and industry is very weak with research agendas in universities being completely uninfluenced or informed by industry needs (Melo 2001).microenterprises are not likely to have sufficient influence (even if they had the resources) to guide or affect the research agendas of universities or what research and development (R&D) departments may exist in larger local companies. As for the likelihood of microenterprises being incorporated into the NISTT through research partnerships with government or public research institutions this again does not seem likely, at least in the short run.  As noted earlier the proposed arrangements for the state’s Innovation Financing Facility does not exclude the eligibility of microenterprises from accessing resources but the Facility is not yet operational and a clear time line for its coming on-stream has not been articulated. 



Suggestions for Microfinance in 
Trinidad and Tobago 

Increase Innovation and innovative Capacity, Incorporate 
Microenterprises into the NISTT 



Promoting Innovation in 
Microenterprises 



Promoting Innovation in 
Microenterprises 

1. Create Incentives for 
Innovative Microenterprises 

∗ Progressive Lending tied to 
innovative performance 
(increased loan ceiling) 

∗ Favorable terms on 
subsequent loans 

∗ Negative effect of explicit 
incentives? 

2. Lend to increase Innovative 
Capacity 

∗ Portion of lending assigned to 
projects for  increasing 
innovative capacity  e.g. 
computerization,  new 
technology adoption, creativity 
training 
 



3. Attach training programs to 
lending programs 

∗ Mandatory training to 
increase innovative 
capacity 
∗ Creative thinking 
∗ Critical thinking 
∗ Skills upgrade for relevant 

technology 

Promoting Innovation in 
Microenterprises 

 

Presenter
Presentation Notes
Effectiveness and impact of this approach has been shown already for e.g. in Kim et al 2007 – mandatory training programs attached to MF loans were used to educate women in Africa on topics including gender roles, cultural beliefs, relationships,  communication, domestic violence, and HIV infection and aimed to strengthen communication skills,critical thinking, and leadership not only effectively increased their income and developed microenterprise but led to a lower incidence of domestic violence and greater empowerment of female borrowers participating in training versus those who did not.Engaging with MF programs can contribute to increasing innovative capacity – processes like creating business plans, establishing monitoring and reporting systems, using more formalized accounting procedures)



Incorporate Microenterprises into 
NISTT 

4. Add networking 
opportunities 

∗ With COEs 
∗ With businesses collaborating 

with COEs 
∗ With other microenterprises 

5. Innovation Vouchers for 
Networking 

∗ Small Grants to be spent on 
improving links between 
microenterprises and sources 
of innovation  

Presenter
Presentation Notes
Sources of innovation such as Universities (COEs)



6. Include Microfinance in 
NISTT 

∗ Make MFIs one of the funding 
channels benefitting from 
Bond generated funds 

Establish Clear (Minimal) 
Government Role 

∗ Government role should be 
facilitative not interventionist 

∗ MFIs should operate on 
business principle 

Incorporate Microenterprises into 
NISTT 

Presenter
Presentation Notes
Funds channeled to MFIS from NISTT should fund aspects of MF such as those suggested above – must not fund traditional MF lending in traditional sectors and activitiesGovernment should be noninterventionist.  MFIs adopting these suggestions or new MFIs incorporating suggestions in their design should be free to operate on business principles.E.g. interest rate setting 20-25% for Microfin…Caribbean experience shows state intervention in interest rate setting leads to unsustainability



Assessment Methods 



Suggestions given will require broader, more in depth 
research if they are to be applied to any existing 
program or used to inform the design of a new 
program.   
It is important to outline possible methods of assessing 
interventions from the outset.  
∗ Scientific Method (Randomized Controlled Trials) 
∗ Humanities Tradition 
∗ Participatory Learning Action 

Multiple Methods of Assessment 

Presenter
Presentation Notes
suggestions given are neither extensive nor quantitatively defined and will require broader, more in depth research if they are to be applied to any existing program or used to inform the design of a new program.  To ensure that such a new or adapted program achieves the goal of increasing innovation among microenterprises it is important to outline possible methods of assessing such interventions from the outset. 



Randomized Controlled Trials 
(Karlan and Nadel, 2006) 

Scientific Method 

∗ “Randomized controlled trials 
in the field of microfinance 
isolate the effect of a chosen 
innovation by assigning a 
random selection of individuals 
or villages to the innovation 
(the treatment group) and 
another equivalent selection of 
individuals or villages to 
maintain the status quo (the 
control group) and comparing 
results between the groups” .  
Karlan & Nadel (July2006, 3)  
 

Presenter
Presentation Notes
Though regression models could be used to determine the degree to which the microfinance program elements affected these indicators multiple regression is rarely used in microfinance intervention assessment because of the large demands for data on possible other causes and its assumptions (Mosley, 1997)planning before the innovation is launched (in this case before elements to increase innovation and innovative capacity are introduced to the microfinance program) is the most important stage of the evaluation.  This is because both the participants (treatment group) and the control group are randomly assigned at the beginning of the study. random assignment removes the possibility that results can be influenced by factors not related to the intervention (initiatives to increase microenterprises’ innovative capacity) such as changes in the environment where the client lives or other environmental changes peculiar to the client.using microenterprises who are microfinance clients receiving the new product as the treatment group and microenterprises who are not microfinance clients is also likely to yield errors or biased results due to differences between the two groups at the outset affecting results



Uses inductive reasoning and 
focuses on notes and images on 
key informants usually directly 
collected by the data analyst.  

Humanities 
Tradition 

∗ “This tradition does not try 
to “prove” impact within 
statistically definable limits 
of probability.  Rather it 
seeks to provide an 
interpretation of the 
processes involved in 
intervention and of the 
impacts that have a high 
level of plausibility.” (Hulme 
2000, 86) 
 

Presenter
Presentation Notes
Hulme (2000) argues that the humanities tradition draws more valid conclusion that scientific and survey based assessments that often are biased in selection of treatment and control groups or survey respondents.  It seems plausible to contradict Hulme’s conclusion in the case of assessing microfinance interventions for innovation if the random controlled trial method described above is used since selection bias is eliminated through random selection.



participants in the program are 
believed to be the most able and 
best suited to evaluating its 
impact 

Participatory 
Learning Action 

∗ ‘…conventional baseline 
surveys are virtually useless 
for impact 
assessments…The question 
now is how widely local 
people can be enabled to 
identify their own indicators, 
establish their own 
participatory baselines, 
monitor change, and 
evaluate causality…’” 
(Hulme 2000, 87) 

Presenter
Presentation Notes
Micro entrepreneurs who participate in microfinance programs both those receiving the innovation interventions and those receiving only funding would be responsible for recording baseline data, determine the indicators to be used to evaluate the impact of the program, monitoring changes in the indicators and evaluate causality.  This approach is taken as far more appropriate and effective than the scientific method because it acknowledges the complexity and diversity of earning a livelihood, understands causality as a complex web rather than reducing it to a simplified unidirectional chain, measures outcomes that are  most relevant to the group the intervention aims to help rather than trying to measure the immeasurable and it empowers the participants rather than professionals and policy makers and so has a better chance and changing the status quo rather than enforcing it (Hulme, 2000).  Effectively using this approach however requires motivation among participants and their dedication to assessment.  If this cannot be ensured among microenterprises participating in microfinance interventions for innovation the scientific method remains the most applicable method for assessment of the proposed program.



∗ “Innovation criteria should not displace other criteria 
used by MFIs: Microfinance already helps promote 
extremely worthy developmental goals.  But Innovation 
needs to be mainstreamed in microfinance policy as in 
other policy areas.” (Nugroho & Miles, February 2009, 
p. 43) 
 

Conclusions 



Questions and 
Comments? 
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