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Demand for Credit: A Determining Factor for
Low Coverage of Microfinance

ENJIANG CHENG
(Victoria University and Zhejiang University)

ABDULLAHI D. AHMED
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Abstract Existing studies of the outreach of microfinance programs have focused on the
supply side. Using a large household survey dataset from China, this study examines low out-
reach levels in three MFPs in China from a perspective of demand. The study finds that the
Grameen model has failed to target the poor automatically in poor areas. Many poor house-
holds rationed themselves out of the micro-credit market. The study concludes that the cur-
rent microfinance programs in China, even they failed to target the very poor in the very poor
areas of China, have contributed positively to poverty reduction. To improve the outreach of
microfinance programs to the poor, it is important to raise the demand for micro-loans from
the poor by removing other constraints and tailoring micro-loan products to the need of the
poor.
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