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The youth population between the ages of 14 and 24 years account 
for slightly over a billion of the total world population of 6.3 bil-
lion. The share of youth population is expected to grow from the 

current 17% to 30% within two decades.3  About 85% of the one billion 
youth live in developing countries. Of this, 238 million (one fourth of 
total) survive on less than $1 a day.

Youth unemployment rates are twice that of overall unemployment 
rates and about 1.5 times higher than female unemployment rates. The 
International Labour Organization (ILO) estimates that unemployed youth 
have increased from 70 million in 1993 to 88 million in 2003. This is the 
highest recorded level of unemployment among youth, accounting for 47% 
of total unemployed of 186 million (ILO a, 2004). Early unemployment 

(continued on page 2)

1  This article is extracted from a paper written for “Microfinance, Youth and Conflict” research initiative, 
funded by the United States Agency for International Development (USAID) under the Accelerated 
Microenterprise Advancement Project (AMAP)  Financial Services Knowledge Generation project 
managed by the Chemonics Consortium. A list of literature consulted and the summary of the virtual 
conference that forms the base for this note are available on USAID’s web site www.microLINKS.
org. The author acknowledges Anita Campion and Micheal McNulty of Chemonics and Evelyn Stark 
of USAID for their valuable suggestions and constant support for the research project, participants 
in the virtual conference for their input, and Nimal Fernando of the Asian Development Bank (ADB) 
for insightful comments. The views expressed are the personal views of the author.

2  The author is an independent consultant, currently directing the “Microfinance, Youth and Conflict” 
research within the Chemonics Consortium under the USAID-funded AMAP project.  She is also 
an adjunct professor at the American University in Washington, DC. Her e-mail address is geetha.
nagarajan@verizon.net

3  Definitions for youth differ by culture and regions but age is commonly used as a primary parameter. 
Age brackets also differ to define youth. The range used in this paper is suggested by the United Na-
tions (UN) and is followed by all UN organizations and the majority of the donors and governments. 
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can permanently affect future employability.4 The majority of 
the youth are employed in the informal sector at the lowest 
wage rates (ILO b, 2004). 

The situation for adolescent youth between ages 12 and 
18 years is grim. Orphaned adolescents due to widespread 
conflicts and HIV/AIDS have increased considerably.5 Many 
adolescents are pushed into assuming the roles of household 
heads due to death of a parent. But livelihood opportunities 
are meager for adolescent youth, thus leading to an increased 
number of unemployed street children who have become 
prime targets for recruitment by drug traffickers, rebels, 
war lords, and militia. 

A new livelihood framework for adolescents is now 
being advocated, focusing on three interlinked domains: 
developing capabilities, expanding access to resources, and 
increasing opportunities for employment and investment.  
Microfinance is considered under the domain of expanding 
access to financial resources by providing credit and savings 
services and, in a few programs, through insurance services. 
In practice, while capacity building through formal and life 
skills education for adolescents is emphasized, facilitating 
access to financial and physical resources and creating op-
portunities are o�en ignored. Capital is assumed to flow 
from the family for adolescents once entrepreneurial skills 
are developed. But family support is limited for orphaned 
and poor adolescents to access capital to start a business 
and to help accumulate assets.

While microfinance institutions (MFIs) now reach a 
large number of the poor in several countries, they seldom 
include adolescent youth as clients. MFIs offer several valid 
reasons from financial and regulatory perspectives for not 
including adolescent clients. However, some experiments 
are under way around the world that provide microfinance 
for adolescents. These programs are being undertaken 
because of the social returns that may result from serving 
the adolescent clients, especially those living on the streets 
and slums. These pilot programs clearly show that serving 
adolescent clients is risky and expensive, and require an 
integrated approach of financial and nonfinancial services.  
Subsidies and long-term planning are required for initiating 
such programs. There are issues of achieving sustainability 
and scale for programs that exclusively service adolescent 
clients. The ongoing experiments also show that by serving 
adolescents, social returns may result from accumulation 

of assets and business skills.  Some programs also dem-
onstrate that adolescent clients can be gradually included 
into regular microfinance programs using some innovative 
methods. This article draws on current experiments with 
microfinance for adolescent clients to briefly outline the 
bankability of adolescent youth.

Why microbankers avoid adolescents? 

Microbankers are reluctant to service the adolescents for 
various reasons. Some microbankers may note that child 
advocates oppose microcredit to adolescents on the grounds 
that it may create child laborers who are vulnerable to ex-
ploitation; that working may divert adolescents’ a�ention 
from schooling; that working may curtail their physical and 
psychological development; and that young, lower-paid 
workers may “steal” jobs from adults.

The minimum age requirement of 18 years in many coun-
tries for eligibility to enter into a legally binding contract 
also prohibits many MFIs from issuing loans to adolescents. 
Many programs, particularly in Asia, are more likely to target 
married women as opposed to unmarried adolescent women, 
assuming that unmarried young adolescents have a high 
risk of default on loans as they might stop repaying their 
loans a�er they get married and migrate to their husband’s 
house. Some programs have minimum asset requirements to 
qualify for participation, yet still exclude adolescents, who 
rarely possess physical assets, such as land or housing, that 
could serve as collateral. Adolescents are also considered high 
risk takers and are inexperienced in business. In addition, 
few MFIs finance the types of start-up businesses that are 
common among young entrepreneurs. 

Many agree that microcredit for adolescents (and unmar-
ried girls in certain countries) may need to be combined 
with training and education. A microfinance plus program 
is generally costly to administer, and may face difficulty in 
achieving viability without continued subsidies. Some MFIs 
believe that financial products and services to adolescents 
need to be flexible and designed to suit the adolescent life 
cycle stage that involves frequent changes in their physical 
and mental states that affect their livelihoods. This may 
require recruitment of specialized staff aware of adolescent 
issues and microfinance. Such specialized staff are hard to 
recruit and costly to retain in the majority of developing 
countries.

MicroBanking with Adolescent Youth from ... Page 1

4 Youth unemployment is the highest in South Asia (2.8 times) and Southeast Asia (2.6 times), compared with all other regions where the ranges are from 1.9 to 2.1 
times (ILO a, 2004).

5  By 2010, an estimated 106 million children under the age of 15 are projected to have lost one or both parents, with 25 million of this group orphaned due to AIDS. At 
present, about 13 million children under 15 have lost one or both parents to AIDS. Most of these children live in Sub-Saharan Africa (UN fact sheet on AIDS, 2003).
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Furthermore, several MFIs generally prefer working with 
less risky urban adult clientele and expand into newer more 
risky clients only upon saturation of existing markets and 
with increased competition. Several countries are character-
ized by large adult populations with unmet microfinance 
demands offering ample potential for the MFIs to do busi-
ness by avoiding adolescents.  

Are adolescents bankable? 

Microfinance for adolescents is new and has recorded 
mixed results so far. Pilot programs are undertaken by 
governments and funding agencies to provide financial 

services to adolescents.  Several experiments have failed due 
to excessive involvement by the government, faulty designs 
premised on unrealistic assumptions, and lax implementa-
tion by nongovernment organizations (NGOs) that lacked 
skills and ability to administer a financial program for youth. 
Programs that reached the youth and could collect on loans 
were very costly to sustain without continued subsidies 
(Curtain, Richard, 2001).

Few programs in Asia raise some expectations about the 
bankability of the adolescent population.  Selected programs 
are listed in Figure 1. These programs are generally imple-
mented in urban areas and provide both financial and nonfi-
nancial services. Training is an integral part of the design and is 

Figure 1:  Selected Microfinance Programs Servicing Adolescent Clients 

Country Institutions/Programs Clients Products and Services
Bangladesh Grameen Bank (Bank) Children of clients Loans for paying schools fees, borrower education

Center for Mass Education and 
Science (CMES-NGO)

Unmarried girls aged 11–18 Learning and earning program, nontraditional 
education, skills training, business start-up credit  

Bangladesh Rural Advancement 
Committee (BRAC) and 
Population Council (NGO)

Girls aged 12–19 Livelihood skills training, loans made to trained 
youth 

Padakhep Manabik Unnayan 
Kendra (NGO) 

Street children in Dhaka aged 
15–20

Savings, closely supervised loans 

SafeSave (NGO) Children in Dhaka slums Deposit services for above 8 access to individual 
loans for above 14

India Aditi (NGO) Girls in Bihar aged 8–14 Goats provided to raise and sell to start savings 

MYRADA - Mysore Resettlement 
and Development Agency (NGO)

Unmarried girls aged 16–20.  Training on financial management and for watch 
making, link with local factories for jobs, help save 
incomes 

Butterflies—Children’s 
Development Bank—CDB (NGO)

Street children aged 9–18 in Delhi Savings and loans

Commonwealth Secretariat pilot 
(NGO)

Youth aged 14–19 in Gujarat Training and credit 

Sri Lanka The National Savings Bank of Sri 
Lanka (Bank)

Youth aged 7–30 Savings accounts 

Kenya K-Rep (Bank) Youth 16–24 living in Nairobi 
slums 

Project Tap and Reposition Youth (TRY)— loans 
and deposit services; Grameen methodology 
used for lending, credit education, basic business 
management, and life skills training are provided 
and are necessary for accessing loans 

Malawi Commonwealth Secretariat pilot 
(NGO)

Youth aged 14–19 Savings and credit for small business by 
adolescents 

Zambia Commonwealth Secretariat pilot 
(NGO) 

Youth aged 14–19 Training and loans to start business 

Streetkids International (NGO) Poor girls aged 14– 22 Training on life skills and basic business 
education, trained members given in-kind, short-
term loans to start business 

Mali Kafo Jiginew (NGO) Street kids aged 14–19 Loans to trained adolescents by a local institute 
Mali-Enjeu on basic life skills and business 
management.   

Egypt Population Council (NGO) Garbage-picking girls Training on carpet making, linking with carpet-
making factories, loans to girls trained to start 
business
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o�en a prerequisite 
for accessing loans. 
Small, short-term 
loans are made to 
start a business and 
to serve as work-
ing capital. Several 
are Grameen-type, 
group-based lend-
ing programs, while 
some experiment 
with individual loan products. Some programs recognize 
the importance of deposit services, and a few programs 
require members to save before accessing loans. Some 
MFIs in Zimbabwe and South Africa are allowing adoles-
cent children of their AIDS-affected clients to use deposit 
services and withdraw savings of a sick parent. In general, 
these programs are administered by adults, except in the 
case of Children’s Development Bank in India. Few selected 
programs, especially in Asia, are highlighted below for their 
design and performance.

The Children’s Development Bank (CDB), also called 
Bal Vikas Bank in Hindi) in India was started in 2001 by 
the street and working children between the ages 9 and 18, 
and is also run by them with adults only functioning as fa-
cilitators. The CDB is associated with an NGO, Bu�erflies, in 
New Delhi, and is perhaps the first bank for and run by the 
street and working children demonstrating the managerial 
capacity of adolescents. Nine CDB branches now operate in 
Delhi. Additional branches were opened in August 2004 in 
Afghanistan and Nepal to serve children orphaned due to 
recent conflicts and insurgencies.6

The capital funds for the CDB in India come from the 
initial grant made by the National Foundation of India and 
savings mobilized from the children members. As of June 
2004, the bank, through its nine branches in Delhi, held 900 
saving accounts for a total of $2,600, and had $1,980 in loans 
outstanding with 95% repayment rate. It is to be noted that 
the majority of these children earn less than $0.50 a day. 

Any street and working child above 9 years is eligible 
to become a member and save with the bank.  The bank 
has provided a safe place to deposit their savings, which 
were previously stolen or spent on unproductive activities. 
Savings are collected daily in any small amount and an 
interest of 50% is provided for those who do not withdraw 
savings for six months. At the age of 15 years, the members 
are eligible to apply for loans and to set up a business of 

their choice.  To benefit 
from the loan, children 
must have been members 
of the bank for at least 3 
months and need to have 
20% of the loan amount 
in their account. Both 
individual and group 
loans are available. No 
collateral, but two guar-
antors, are required to 

secure the loans.  A shopkeeper or another working street 
child can be guarantor. Loan applications will be assessed 
by a loan commi�ee comprised of children. Illegal activities 
are not financed through the loans. 

The bank provides life skills education to children in 
money management and savings and in planning a busi-
ness enterprise. Furthermore, it provides children with the 
knowledge and skills relevant to the day-to-day manage-
ment of the bank. The bank inculcates in street and working 
children the habit of saving and contributes to their personal 
development (ADB Institute, 2003; Panicker, 2004; Taipei Times, 
2004; www.childrensdevelopmentbank.org, 2004).

Padakhep in Bangladesh is an NGO operating with 
adolescent youth living in Dhaka, Chi�agong, and Rajshahi 
Division with 4 drop in centers, 8 satellite centers, and 71 
education centers. It was started in January 1998 with finan-
cial assistance from Action Aid Bangladesh, United Nations 
Development Programme, CONCERN Bangladesh, and the 
Government of Bangladesh. The NGO provides education, 
skills, training, employment opportunity, counseling, and 
financial services to adolescent street children as part of 
an integrated youth program.  As of March 2004, a total 
of 16,500 adolescents were provided with various services, 
including microfinance. Of the total, about 1,600 were de-
positors and 1,200 were borrowers (Figure 2). To prevent 
adults from misusing loans and savings of adolescents and 
to increase the volume of business, the NGO also included 
guardians of the slum children for making loans. As of 
March 2004, a total of 1,250 guardians were reported to 
be active clients. The total savings balance at the MFI was 
$20,000, and loans disbursed amounted to $160,000, with 
loans outstanding of $50,000.  The revolving fund for the 
microcredit program was provided a grant of $50,000 from 
the Consultative Group to Assist the Poor (CGAP) under 
the innovative program to increase outreach for the poor-
est. The microfinance component is reported to earn close 

Figure 2: Microfinance from Padakhep, Bangladesh, March 2004

Savings and Credit Boys Girl Total

No. of children involved in savings 700 895 1,595

Total savings balance $22,000

No. of children received credit 620 550 1,170

No. of guardian received credit 1,200 1,200

Total credit disbursement $160,000 

Total recovery $11,000

Total outstanding $50,000

Total service charge earned $11,000

6 The expansion of the CDB project in Afghanistan and Nepal is supported by Centre for Innovation in Voluntary Action (CIVA) and Comic Relief for a period of 3 years.
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to $1,000 every month through interest payments.  Overall 
recovery rate from both the youth and adults was reported 
to be around 80%. The clients are found to be engaged in 
garment making and small trading that earn them close to 
$200 (taka 10,000) per month. The children are also helped 
to develop business networks so that they can market their 
products themselves.

SafeSave in Bangladesh, working primarily with slum 
dwellers in Dhaka, allows children to become members 
and save daily in any small amount and withdraw any-
time. Children are allowed to access loans a�er 14 years 
of age with their savings as collateral. No group formation 
or guarantors are required. Several of the field officers are 
youth recruited from the slums where SafeSave operates 
to mobilize daily deposits and make loans (www.SafeSave.
org, June 2004).

The National Savings Bank of Sri Lanka, to increase its 
coverage for deposit services, has introduced special savings 
accounts for children called Punchi Hapan (0 to 7 years) and 
Hapan (7 to 16 years) for adolescents, and Ithuru Mithuru 
for youth between ages 17 and 30. These products are all 
designed with special features and promotional campaigns 
to specifically a�ract children and adolescents.  Adolescent 
clients are observed to save for education and to buy equip-
ment for starting a business. These products are provided 
along with their regular savings products for adult clients 
(Kamewe and Koning, 2003).

Tap and Reposition Youth (TRY) in Kenya―a joint project 
between an MFI, K-Rep, and the Population Council―is an 
experiment to provide microfinance services modeled a�er 
the Grameen Bank in Bangladesh to out-of-school girls and 
young women aged 16 to 22.  It is an integrated program 
combining credit, savings, and training in business and life 
skills. During the 2-year pilot phase in Nairobi, over 100 
girls participated in a group-based lending scheme and 
received training on basic business skills, group dynamics, 
life skills, and reproductive health. The standard K-Rep 
loan product that follows the Grameen model was used to 
serve adolescents. A�er 8 weeks of training and individual 
savings activities, a group of five chooses one or two girls to 
receive a loan. The remaining group members receive loans 
only a�er the initial borrowers have demonstrated their abil-
ity to make timely repayments. Loans were made to start 
micro businesses. The interest rate was slightly lower than 
commercial bank rates. For very small loans of about $200 
for first loans, the repayment rate was around 99%. From 
these findings, it was learned that the creditworthiness of 
adolescents needs to be considered in the context of family 
and support structures rather than just on the cash flows of 

the business run by adolescents. The pilot was successful, 
and K-Rep is now planning on expanding it even though the 
MFI is less optimistic of a large outreach to such clientele 
nationwide (Population Council 2003).

The Commonwealth Youth Credit Initiative (CYCI) is a 
pilot program supported by the Commonwealth Secretariat 
through its Commonwealth Youth Program (CYP).  CYCI 
was initiated to develop entrepreneurship among youth, 
including adolescents. The project was first piloted for 3 
years in Ahmedabad, Gujarat, India in 1999 in collabora-
tion with the International Centre for Entrepreneurship 
and Career Development. Over 2,500 young people were 
reported to be trained and provided with small loans. The 
program was reported to be self-sustaining a�er 3 years 
with operational self-sufficiency of 98%. The model was 
then replicated in Zambia in 2000.  So far, a total of 1,037 
loans were advanced to 645 youth clients. Several reported 
acquiring assets like machinery, equipment, and houses. 
Some clients have also opened bank accounts to save their 
money for buying assets and for investing in business. The 
pilot is now being replicated in Malawi and is expected to 
be extended to Mozambique, Nigeria, Cameroon, and Kenya 
(Farnsworth Riche, 2003).

Emerging lessons from adolescent  
focused microfinance 

Several valuable lessons for microfinance with adolescent 
youth can be gleaned form the experiences of the pilot proj-
ects underway. The lessons underscore a need for a favorable 
environment to protect the rights of the adolescent youth 
and to open opportunities for them to engage in gainful 
employment and participate in financial markets. Specifi-
cally, the pilots show the following lessons:

Microfinance for adolescents is a complex activity. Several failed 
programs indicate that the involvement of an experienced 
MFI aware of youth issues or organizers knowledgeable of 
microfinance best practices and youth issues is critical for 
success of the programs. 

Microfinance to adolescents may require a packaged approach 
with training and financial services. Significant and appropriate 
training and preparation to help them use the financial ser-
vices is essential. Several youth experts advise that pushing 
adolescents to become independent entrepreneurs without 
proper training is a recipe for failure. While an MFI is not 
required to provide both services, appropriate linkages with 
various players offer potential alternative. The case of linkages 
in Mali between KafoJiginew, an MFI, and a training institute 
Mali Enjineu to service adolescent youth was cost effective 
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and recorded excellent repayment. Identifying appropriate 
training requirements is indeed a challenge. Apprenticeships 
and mentorships are now tried to train the adolescents well 
and also to stand as guarantors for the loans. 

Deposit services for adolescents are crucial for adolescents to 
help them accumulate assets for future. Indeed, deposit services 
may be more important than loans especially for street 
children and migrant adolescent workers who lack safe 
places for their savings. In addition, savings education may 
be necessary for children to understand their rights and to 
improve the ability to manage their savings without much 
adult intrusion.

Both group and individual loan products are appropriate for 
adolescents. Individual loan products are flexible to adjust with 
the frequent life cycle changes of adolescents. These products 
can be offered for children under adult supervision.

Not all adolescents are entrepreneurial and require business 
loans. Some may only prefer security and network opportuni-
ties offered by organized activities. Some may only require 
loans for education to improve qualifications/skills to secure 
a formal job.  Education loans may be more appropriate than 
business loans for such clients.

Microfinance staff members may need to be sensitive to ado-
lescent issues. Microfinance needs to fit into their life cycle 
stages and should be offered at the right time when they 
demand it.  Pushing adolescents too hard may lead them 
away from MFIs.

Achieving operational self sufficiency is possible if best prac-
tices are followed and training is offered along with financial 
services.  The programs implemented by Commonwealth 
Secretariat in India and by Streetkids International in Zambia 
became operationally sustainable in 3 years. But it is not easy. 
It requires an integrated approach and a long-term vision. 

Community-based grants and loans to adolescents may not 
be effective. They may lead to under-coverage of clientele 
and may also increase elder’s control over them.  Involving 
adolescents in decision making and increasing their stakes 
in microfinance operations have proven to be beneficial as 
seen in the case of CDB in India.

Targeting adolescents is challenging. Adolescents comprise 
a small market and offer a small window of only about 
6 years as clients. Also, care should be taken to reach the 
most vulnerable youth without creating a program-related 
stigma and to diversify the clientele for spreading risks 
and reducing operational costs. Developing products and 
programs that gradually draw adolescent clients into the 
regular program appear to achieve scale and retail clients 
as seen in Self-Employed Women’s Association, Bangladesh 
Rural Advancement Commi�ee, SafeSave, and Grameen. 

Including adolescent youth along with regular clients may 
also offer cross subsidization possibilities to achieve sustain-
ability. Mentoring is possible for adolescent clients if they 
are integrated into adult groups. 

Is there a future for microfinance with adolescents? 

It is important to focus on adolescent youth and factors 
that constrain their development.  Access to microfinance is 
now identified as one of the constraints for adolescents to 
start and run a business and to increase their employability 
by improving skills. While experiments are demonstrat-
ing the bankability of adolescents, even experienced MFIs 
caution that they are difficult to serve; programs require 
careful design with long-term perspective and effective 
implementation. Few programs have been scaled up and 
have become sustainable by serving adolescent youth. This 
raises concerns regarding microfinance for adolescent youth. 
A rush to serve them with microfinance without adequate 
research and pilots may lead to more harm than good. Given 
the challenges in providing microfinance services to adoles-
cents, several funding agencies and governments may opt for 
grants. Small grants made as a one-time benefit, especially 
for poor young clients, are less costly and may do less harm 
than poorly designed microfinance programs. Initial small 
grants for training and business start-up followed by loans 
based on best practices are also feasible.

Financial services to adolescents require a holistic ap-
proach, unlike the minimalist approach followed by several 
MFIs globally. It is a dilemma for donors to pick and support 
the right institutions to provide such holistic services. On 
one hand, the purely social organizations may be concerned 
with youth issues but may lack financial skills and also find 
providing sustainable financial services to youth in contra-
diction to their objectives. On the other hand, minimalist 
MFIs may be reluctant to serve adolescents and youth whom 
they consider them very risky and costly to serve. Multiple 
institutions with comparative advantages in providing 
selected services may have to be included for funding to 
provide an integrated package of service to youth. But this 
may pose practical difficulties in coordinating institutions 
with different philosophies. 

The potential, nonetheless, exists for expanding financial 
services to adolescent clients. While standard products 
can be useful, innovative product lines can be developed 
to cater to their demands at reduced costs to increase the 
outreach. The innovations should focus on reaching scale; 
reducing costs of service; increasing client retention; and 
achieving more involvement from family, community, and 
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adolescents. There is clearly a need for more pilot programs 
and clear documentation of their performance. It is useful 
to track the results of some proposed experiments such as 
the following:
• Use of mobile banks by the Population Council program 

in partnership with two commercial banks in Bangladesh 
to mobilize savings from adolescent unmarried female 
garment workers in five garment factories in Dhaka. The 
mobile banks visit the factories on a specified day for 
the girls to acquire passbooks and make withdrawals 
or deposits. The results have been very encouraging.

• SEWA in India is educating adolescent girls on financial 
responsibility and involving them with the operations 
of their mothers and grandmothers. Girls who inherit a 
family business may be offered membership and access 
to adult-supervised loans. 

• BRAC in Bangladesh is piloting a program to transfer 
the credit history of adolescent girls to the new village 
where they may migrate a�er marriage.  This helps retain 
clients for a long time and build a loyal customer base.  
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