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Fore word

This course evolved from mate rial that was orig i nally included in the Inter na tional Labour
Orga ni za tion (ILO)’s train ing pack age, Mak ing Microfinance Work: Man ag ing for Improved Per for -
mance. In that train ing, prod uct diver si fi ca tion was dis cussed as one of the strat e gies through
which microfinance man ag ers can improve their insti tu tion’s out reach. By expand ing the
range of prod ucts offered, MFIs can serve more poor peo ple, meet more of their cli ents’
finan cial ser vice needs and, as a result, make greater prog ress towards the achieve ment of
their com mer cial and social objec tives. 

Dur ing pilot test ing of the orig i nal train ing, par tic i pants requested that more time be devoted
to the dis cus sion of var i ous prod uct options and the man age ment of prod uct diver si fi ca tion.
Rather than lengthen an already intense two-week course, the ILO responded by remov ing
prod uct diver si fi ca tion con tent from the orig i nal cur ric u lum and cre at ing a sep a rate train ing
to explore that mate rial in more depth. This book is the out come of that deci sion. Mak ing
Microfinance Work: Man ag ing Prod uct Diver si fi ca tion is the sec ond of three vol umes in the ILO’s
Mak ing Microfinance Work (MMW) series. The third vol ume, which will help man ag ers
strengthen their “soft skills”, is slated for devel op ment in 2012. Read ers can find infor ma tion
on all three vol umes at the course website, http://mmw.itcilo.org.

This book and the train ing course it sup ports are designed to achieve four main objec tives: 1)
raise aware ness of the oppor tu ni ties and risks that prod uct diver si fi ca tion pres ents; 2) explore
options for improv ing the out reach of microfinance insti tu tions (MFIs)i through prod uct
diver si fi ca tion; 3) pro vide tools and strat e gies for man ag ing the prod uct diver si fi ca tion pro -
cess suc cess fully; and 4) encour age more proactive man age ment of MFI product portfolios
over time. 

Why the ILO?

Founded in 1919, the Inter na tional Labour Orga ni za tion is a spe cial ized agency of the United
Nations that pro motes social jus tice and inter na tion ally rec og nized human and labour rights.
Its vision for the 21st cen tury is decent work for all. Decent work embraces var i ous aspects of
daily life of the work ing poor - pro duc tive employ ment, safe work ing con di tions, equi ta ble
access to employ ment oppor tu ni ties, absence of child labour, abo li tion of bonded labour, for -
mal iza tion of infor mal enter prises, access to social pro tec tion and the right to organize (ILO,
2008).

Microfinance is an impor tant strat egy for the ILO because it con trib utes to the decent work
agenda in a vari ety of ways. Microcredit and micro-leas ing prod ucts pro vide oppor tu ni ties for
small invest ments in self-employ ment and job cre ation. Emer gency loans, sav ings and
microinsurance pro vide the means for poor peo ple to better cope with risk. When
microfinance is deliv ered through group-based mod els, it can pro vide oppor tu ni ties for the
poor to orga nize and have a voice. Some MFIs, par tic u larly those that part ner with other pub -
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i In this text, the term "microfinance institution" is used to describe a wide range of regulated and non-regulated providers
of microfinance services. This includes commercial banks that have a microfinance window, non-bank financial
institutions that specialize in microfinance, cooperatives and credit unions that serve the low-income market, and
non-governmental organizations that provide financial as well as non-financial services to the poor, among others.
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