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Introduction 

This chapter provides the Executive Summary of the Te Kauki Bangke (Open 

Bank) Business Plan, the social business, the Grameen model, the research 

problem, the rationale and the importance of the research, and the research 

approach.  

1.10 Executive Summary 

Te Kauki Bangke (Open Bank) Business Plan 

1.11The objectives of the Te Kauki Bangke 

• To provide small loans to women 

• To provide banking services, and 

• To create self-employment opportunities, particularly for the women.  

1.12  The Mission Statement:  

• To establish a sustainable and viable social banking service, owned 

and managed by I-Kiribati for the I-Kiribati.  

• To raise public awareness and education on financial literacy and the 

social business methodology.  

• To train and empower I-Kiribati, especially the women, to take financial 

leadership, and 

• To enhance the professional development of staff 
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• 1.13  The Vision 

Te Kauki Bangke e toba am utu! (Open Bank cares for your family!)  

1.14 Market Size and Opportunity 

The market size is inclusive of the Kiribati islands, but the main markets are 

the populous urban centres and the outer islands which are neglected by the 

the existing banking and financial services.   

There are no social banking services of the Grameen type yet in the country. 

1.15 Product/service description 

Initially to provide microcredit for people with a social and economic need. 

The loan is unsecured and repayment is as determined by the Bank members.  

To develop other financial services as determined by needs analysis. 

1.16 Business Model 

The principal source of generating earned income will be a service charge on 

loans.  All customers will be charged the same charges.  The agency fees for 

providing other financial services are possible revenue earners. Funding from 

private sponsorship and goodwill are most welcome.  

 

1.17 Key Points of Advantage and Difference 

Social banking is an innovation.  The application of the Grameen Banking 

model is a major point of advantage and difference.  

  

 



 4

 

 

 

1.18 Management 

The Board of Directors, the management and staff must have been through a 

thorough induction programme on the Grameen methodology and the Kiribati 

adaptation. The Grameen philosophy resonates well with the Kiribati 

traditional values of hard work and economic management in an inhospitable 

atoll environment. . 

 

1.19 Financial 

The capital needed to set up the Te Kauki Bangke must be sought from local 

providers because it is cheaper using Kiribati’s own capital.  

 

1.2 The Social Business 

Dr. Yunus Muhammad (2008), the Nobel Prize winner in 2006, made a 

distinction between two types of business models: the profit maximisation and 

the social business.   In the profit maximisation business, the objective is to 

maximise the profit so that the dividends are paid to the shareholders.   In the 

social business, the objective is to cover costs rather than to maximise profits.  

Usually, the small profits made are ploughed back into the business for the 

benefit of customers.  There are no dividends paid to the shareholders.   In 

the past two decades social entrepreneurship emerged as a new phenomena.   

Such social enterprises have by now established themselves as a new force 

in societal development.   
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As a result of an area research project, Dr. Yunus found that the main factor 

responsible for the widespread poverty was that poverty-stricken fellow 

Bangladesh is experienced great difficulty in accessing even small amounts of 

capital. Consequently, after first failing to convince banks that they ought to 

lend small amounts of money to the poor, Dr. Yunus decided to begin lending 

these small amounts himself. Thus began what was later to become the world 

renowned Grameen Bank. Dr. Yunus Muhammad believes that the poor, in 

Bangladesh or anywhere else are as entrepreneurial as anyone else; when 

they are given suitable opportunities to help themselves they take full 

advantage of such opportunities. Therefore, Dr. Yunus and his colleagues 

helped set up several Grameen organizations that were "designed to provide 

part of the business infrastructure that is needed to let people grow out of 

poverty”.   

Dr. Yunus defines social business by what it is and does: 

1. social objectives: it needs to have positive social objectives (help 

comes from the altruistic social services that the business provides to 

the poor): e.g. health, education, poverty, environment or climate 

urgency  

2. community ownership: it needs to be owned by the poor or 

disadvantaged (dividends and financial growth return to the poor where 

their fiscal situations are helped bringing them out of poverty).  

3. Non-profit distribution: investors may not, after having had their 

investments paid back, take profits out of the enterprise as dividends.  
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1.3 The Grameen Model 

The Grameen model of microfinance developed in Bangladesh, has 

thrived in a variety of physical, cultural, and institutional settings and has a 

number of distinctive features. These include careful targeting of the poor 

through a means test; the use of self-selected groups of borrowers, generally 

consisting of five members, who guarantee each other’s loans; compulsory 

savings mobilization, with generally little or no emphasis on voluntary savings; 

intensive motivation and supervision of borrowers (including the use of weekly 

meetings); and decentralized operations.  The Grameen model has been 

replicated in various parts of the world, including the Asia-Pacific region with 

considerable success. 

 

The Asia Development Bank (2000a) notes that about 95 percent of the 180 

million poor households in the Asia-Pacific region still have little access to 

institutional financial services. It also notes that, with few exceptions, MFIs 

have concentrated mostly on providing credit facilities. Savings mobilization 

has yet to receive adequate attention, while other financial services such as 

insurance and money transfers have received even less attention. Hence, the 

potential demand for microfinance remains very large.  Microfinance is the 

provision of a broad range of financial services such as deposits, loans, 

payment services, money transfers, and insurance to poor and low-income 

households and their micro-enterprises. 
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There are a significant number of low income households that are not below 

the poverty line, but which nevertheless have limited access to financial 

services. This is especially true in rural areas. There is a need to develop 

financial systems that can reach this target group, as well as the poor. In 

some cases, serving low income clients as well as the poor can improve the 

financial viability of MFIs, thereby making it easier to reach poor clients as 

well. Serving low income clients may also provide indirect benefits to the poor, 

through greater employment opportunities, and lower cost and more 

accessible goods and services. 

While these poor and low income households do not have access to financial 

services, they have considerable effective demand (in an economic sense) for 

such services. ADB (2000a) notes that there is a demand for safe and 

convenient deposit services. Contrary to some preconceptions, there is much 

evidence that the poor have the capacity and willingness to save. They need 

to save for emergencies, investment, consumption, social obligations, the 

education of their children, and many other purposes. There is also a demand 

for credit, both from households and micro-enterprises. Poor and low income 

households also have a demand for other financial services, such as 

insurance. Migration, whether international or internal, also tends to create a 

demand for funds transfer services. Successful microfinance institutions use 

special techniques to slash administrative costs.  
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Simple procedures are used and approvals are decentralized. Borrower 

groups often handle much of the loan-processing burden. They use special 

techniques to ensure high repayment rates. These include the use of self-

selected groups in which members guarantee each other’s loans, intensive 

motivation and supervision of borrowers, incentives for borrowers, progressive 

lending, and compulsory savings requirement. 

 

It is now recognized that providing efficient microfinance services to poor and 

low income households is important for a variety of reasons. The ADB 

(2000a) notes that: 

(i) Microfinance can be a critical element of an effective poverty reduction 

strategy by enabling the poor to smooth their consumption, manage risks 

better, build their assets gradually, develop their micro-enterprises, enhance 

their income earning capacity, and enjoy an improved quality of life. 

(ii) Microfinance can provide an effective way to assist and empower poor 

women. 

(iii) Microfinance can contribute to the development of the overall financial 

system. 
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1.4 Specific problem 

The specific problem in the South Pacific region is the hegemony of the profit 

maximisation model in the financial sector and the lack of access to 

microfinance to the unbankable poor Island peoples. Such a situation prevails 

in the Republic of Kiribati, the research context.   

The Republic of Kiribati comprising the Gilbert Islands, Line Islands and the 

Phoenix Island, lies in the Oceania Region and consists of 33 islands 

scattered astride the equator and International Date Line.  ( map: Appendix 1) 

 With a national population of 110,356 spread over a land mass of only 811 

square kilometres and an exclusive economic zone of about 3.5 million 

square kilometres, Kiribati faces serious social and economic problems with 

very limited alternatives.   

Women outnumber men, and they also play critical role in the economic 

development of the country. Formal employment is dominated in the public 

sector. The labour participation rate is 80% of the total population of which 

only 20% of employment is wage based whereas 60% based on subsistence 

way of living, (fishing, cutting copra, growing vegetables and crops). South 

Tarawa is the main capital where almost half of the population lives. The 

population is expected to double over the next 20 years. 
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The two main financial institutions in Kiribati are the ANZ and DBK.  ANZ bank 

of Kiribati is the joint venture between the government of Kiribati and the ANZ 

in which the Kiribati government only owned 25% share and ANZ 75%.  

The Development Bank of Kiribati is fully owned by government. The services 

offered by the two banks still need collateral in order to make loans therefore 

vulnerable people who have no main source of income will not be able to 

access to such service.  

In Kiribati the profit maximisation model prevails to the disadvantage of the 

majority of Kiribati people, who are relatively poor. The national per capita is 

$1400.00 per annum.   

The model is incompatible to the socio-economic and political circumstances 

of the island nations which are more aligned to the notions of ‘small is 

beautiful’ and social business.   
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1.5 The Rationale   

Access to financial services has been constrained primarily by the adoption of 

the profit maximisation model in the financial sector in the Pacific islands.  

Kiribati is faced with a problem of the majority of its rural population lacking 

access to a suitable microfinance institution.  This is mainly due to the profit 

maximisation philosophy of the existing financial institution’s reluctance to 

provide financial services to the poor people in the outer islands. 

  

The lending criteria of the conventional financial banks make it impossible for 

the poor rural people to borrow finance for their personal use.  The majority of 

the rural people do not have the security or collateral and employment to 

support their loan applications.  The main sources of income are copra and 

fish, and remittances from family members working in the urban area or 

overseas.   The demand for financial services to the unbanked population is a 

problem highlighted in recent reports (Flaming & Mathison, 2007; Jowett, K, 

2009).  There is evidence of growing discontent that the Australia and New 

Zealand (ANZ) Bank, the only commercial bank in Kiribati, is making 

mammoth profits at the expense of its customers. The ANZ management was 

aware through parliamentary debates and media exposure that there are 

concerns raised by many of the people of Kiribati regarding bank fees, 

charges, exchange rates and low deposit rates(Jowett (2009). Jowett (2009) 

indicated the need for improvements in the financial services available to 

outer islands and the need to consider the introduction of incentives to save.  

There is also the need to establish competitive commercial banking.   
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From the unbankable perspective, the establishment of another commercial 

bank will not readily provide financial access to the unbankable population.  

Unless the issues of vision, appropriate management, collateral, and 

decentralisation are formulated in line with the Kiribati social values and 

needs, the conception of any banking model is unlikely to succeed.     

The objective of the study is to investigate the adoption of a social business 

model in Kiribati and propose a business plan for a Kiribati microfinance 

venture.   

1.6 Importance of topic 

The phenomenon of social business is a relatively new subject of research in 

the Pacific islands.   

There have been a few studies of the Grameen model in the South Pacific in 

the 1990s (ESCAP, the ADB, and McGuire).  These studies were conducted 

from the perspective of a profit maximisation model.    

McGuire suggested that further research is done to test the feasibility of the 

Grameen model in the Pacific Islands.  The ADB advocates the Grameen 

model for the establishment of microfinance institutions in the Asia Pacific 

region, where there is a demand for microfinance institutions for the 

unbankable poor in the rural areas.    

The people of the resource-poor Kiribati will benefit from the research.  The 

concept of social business commends itself to the traditional values of 

egalitarianism and the common good.   



 13

1.7 Research Methods 

The research approach was qualitative.   Most of the data was obtained by 

review of the secondary resources.  The literature included textbooks, articles, 

speeches, reports and public documents. The Internet and various websites 

were also viewed, used and verified.  

The limitations of the study included lack of site visits because of constraints 

in resources, and much of data collection was secondary and based on 

assumptions.    

 

 

 

 

 

 

 

 

 

 

 




