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Ur b a n i z a t i o n 
is one of the 
most powerful, 
irreversible forces 
in the world. It 
is estimated that 
93 percent of 
the future urban 
population growth 
will occur in the 
cities of Asia and 

Africa, and to a lesser extent, Latin America 
and the Caribbean. 

We live in a new urban era with most of 
humanity now living in towns and cities. 

Global poverty is moving into cities, mostly 
in developing countries, in a process we call 
the urbanisation of poverty.

The world’s slums are growing and growing 
as are the global urban populations. Indeed, 
this is one of the greatest challenges we face in 
the new millennium.

The persistent problems of poverty and 
slums are in large part due to weak urban 
economies. Urban economic development is 
fundamental to UN-HABITAT’s  mandate. 
Cities act as engines of national economic 
development. Strong urban economies 
are essential for poverty reduction and the 

provision of adequate housing, infrastructure, 
education, health, safety, and basic services.

The Global Urban Economic Dialogue series 
presented here is a platform for all sectors 
of the society to address urban economic 
development and particularly its contribution 
to addressing housing issues. This work carries 
many new ideas, solutions and innovative 
best practices from some of the world’s 
leading urban thinkers and practitioners 
from international organisations, national 
governments, local authorities, the private 
sector, and civil society.

This series also gives us an interesting 
insight and deeper understanding of the wide 
range of urban economic development and 
human settlements development issues. It will 
serve UN member States well in their quest 
for better policies and strategies to address 
increasing global challenges in these areas

Joan Clos 
Under-Secretary-General, United Nations 

Executive Director, UN-HABITAT  
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The links between microfinance and the 
Millennium Development Goals must be 
emphasised because both spheres overlap 
in the crucial domain of worldwide poverty 
reduction.  The overlap is such that one could 
argue that progress on Goals is conditioned 
on the opportunities microfinance can open 
up for the poor.  Likewise, closer attention to 
microfinance outreach to the poorest of the 
poor would accelerate progress.  

The deadline for the achievement of the 
United Nations Millennium Development 
Goals, 2015, is fast approaching1.  If 
microfinance has anything of significance to 
contribute, now is not too soon to ensure that 
this potential is realised.  This report highlights 
those areas of microfinance that can be geared 
to the Millennium Goals.  

The current debate among academics and 
microfinance professionals on whether or not 
microfinance has made a difference to the lives 
of poor people2 is active, and even heated, 
with some wondering whether microfinance 
is good for the poor.  This would come as a 
surprise to the millions of poor people in 
virtually every developing country who benefit 
from microfinance.  This report sheds light on 
why this is so.  

1  United Nations 2000, General Assembly, Resolution ( RES/55/2). 
See also http://www.un.org/milleniumgoals and UN 2009.  

2  Bali 2006; Chowdhury & Bhuiya 2001; Hashemi, Schuler & Riley 
1996; Hossain 1988; Jalilian & Kirkpatrick 2002; Kabeer 1998; 
Khandker 1998, 2005; Morduch & Haley 2001; Remenyi 1991; 
Rutherford 2000; Roodman & Morduch 2009; Yunus 2003b; 
and Zaman 2000

If microfinance is to accelerate Millennium 
Goal achievement, the degree and nature 
of donor and public sector support for 
microfinance must change.  Where adequately 
resourced, properly designed and carefully 
targeted, microfinance can add a significant 
amount of amount on its own.  However, 
reforms are needed if microfinance is to 
meet the needs of the extreme poor, too. 
In particular, public-private partnerships 
(PPPs)  would ensure adequate resourcing 
and targeting.  Donors have a special role 
to play, and a comparative advantage, in the 
gearing of microfinance to Millennium Goals, 
including: taking care of any Goal-specific 
product and service design expenses, as well 
as of client and microfinance professional 
training. Together with client welfare services 
that are a prerequisite to active involvement 
in credit-based transactions, addressing those 
microfinance programme expenses that 
should not fall onto the shoulders of the poor, 
especially not the poorest of the poor. 
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