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Genealogyy of Micro finance 

Chapterr  3. Genealogy of Microfinance 

Thee provision of microcredit in Cameroon began in the 1950s, when attempts 
weree made in the country, as in other parts of the developing world, to promote small-
scalee agriculture and enterprises undertaken by low-income people to raise their 
productivityy and income. Since then, microfinance has undergone many changes and 
today,, it seeks to reach the 'poorest' of the poor to get them into employment and out 
off  poverty and powerlessness. 

Thiss chapter uses the genealogical method to explore the historical events that 
havee shaped the nature of microfinance today. The objective is to map the 
transformationn of subsidised credit into interest rates bearing loans extended to 
hithertoo marginalised sections of the population such as the poor and women. 
Therefore,, in examining the evolution of microfinance, special attention has been paid 
too the ways in which it has been associated with new techniques of bio-power. At the 
samee time, specific issues related to power such, as the process of normalisation of the 
borrowerss that are not often dealt with in traditional microfinance literature, have also 
beenn highlighted. For instance, it examines the underlying assumptions behind the 
provisionn of microfinance to the poor with the aim to answer questions such as: when 
andd why were the poor and women included in access to credit? Who or what fuels 
thee current explosion in the microfinance movement? What role did market forces 
playy in opening access to credit to the vulnerable sections of the population? What is 
thee driving motive behind the contemporary microfinance movement? What type of 
empowermentt is promoted by microfinance and how does it affect the various power 
relations?? Although this chapter is mainly concerned with the genealogy of 
microfinancee in Cameroon, it is important to note that to understand microfinance 
sufficiently,, one needs to place it within the general evolution of the microfinance 
movement.. The evolution of microfinance in Cameroon cannot be understood without 
referencee to changes that have affected the development of the microfinance industry 
onn the global stage. Of particular importance is the role of donors and their influence 
withinn the development of microfinance in Cameroon. Some policies and programmes 
forr women in general and women entrepreneurs in particular are discussed, as well as 
thee experiences of some leading microfinance institutions whose experiences have 
servedd as important frameworks for the evolution of desirable microfinance schemes 
elsewhere. . 

Thee chapter consists of six sections arranged around the major period of the 
evolutionn of microfinance. Since the 1950s, the evolution of microfinance can be 
roughlyy divided into four stages: first, the targeted credit period from 1950s to the 
earlyy 1970s; second, opening women's access to credit period from the mid-1970s to 
throughoutt the 1980s; third, the search of outreach and sustainability period during 
thee 1990s; fourth, fighting poverty and gender inequality with microfinance during the 
latee 1990s -; the fifth section deals with the commercialisation of microfinance and 
thee sixth and last section provides a conclusion to this chapter. 

122 Microcredit is not as some authors put it 'an invention of Prof. Yunus (Khandhar, 1999). The provision of 
microcreditt can be traced back to the beginning of industrialisation in England or in its most basic form, to the 
emergencee of the German Raiffeisen cooperatives in the 1840s. 

39 9 



Genealogyy of Micro finance 

3.13.1 Targeted rural credit (1950s -19 70s) 
Duringg the mandate and trusteeship era, the French and the British dominated 

Cameroon'ss monetary sector. The local currencies were aligned either with the pound 
sterlingg or with the French franc. In the territories administered by Great Britain, a 
sterlingg area was created and London defined the exchange policy and administered 
thee currency pool. The British placed the western Cameroon under the West African 
Currencyy Board which had its headquarters in Accra. France established a similar 
systemm in the territories under her control and created in 1945, the monetary unit 
calledd the 'Communautaire Financière Africaine' (C.F.A) franc or African Financial 
Community.. Those two systems lasted beyond the advent of independence. After 
independencee in 1960, Cameroon together with 4 other states (Chad, Central African 
Republic,, Gabon and the Congo-Brazzaville) and the cooperation of France, 
establishedd a central bank, the Banque Centrale des Etats de L 'Afrique Equatoriale et 
dudu Cameroun (B.C.E.A.E.C) later known as Banque Centrale des Etats de I'Afrique 
CentraleCentrale (B.E.A.C) or Bank of the Central African States. Since then, Cameroon has 
beenn a member of the Monetary Union of Central Africa ("Union Douanière des Etats 
dede I 'Afrique Centrale" or (UDEAC). The B.E.A.C. is a monetary union with a joint 
Centrall  Bank, which is the legal tender of the C.F.A. The Pound sterling was finally 
abolishedd with the reunification in 1972 thereby making the CFA franc the sole legal 
tenderr in Cameroon. Since then, there has always been a fixed parity between the 
CFAA Franc and the French Franc which was adjusted in 1994 when the CFA Franc 
wass devalued13. 

Thee origins of microfinance in Cameroon can be traced back to the 1950s, 
whenn the former French Caisse Centrale de Cooperation Economique established the 
firstt "Caisses de Crédit Mutuel" in the territories under its control. In the territories 
underr the British rule, the cooperatives movement emerged in the early 1960s, mostly 
withh the support of Catholic missionaries. Throughout the mandate era, there was no 
indigenouss commercial bank in Cameroon. The commercial banks that were present 
inn the country served mainly the expatriates leaving the majority of the local 
populationn with no institutionalized financial facilities. Besides, during that period, 
thee prevailing assumption was that small producers were-poor not so much because of 
theirr inability to get access to commercial bank credit that could enable them to 
expandd their production and income, but because of their inability to save. As a result 
onee of the main objectives of the creation of these cooperatives was to promote the 
culturee of saving among the low-income population. 

Att independence, external financing dominated the economic development of 
thee country. In the banking sector for instance, almost all banks were foreign owned. 
Theyy operated only in the major urban areas and provided credit mainly to foreigners, 
bigg traders, entrepreneurs and farmers. Efforts to curb the dominance of foreign 
capitall  in the economy and to promote rapid industrialization of the country led to the 
neww government's involvement in the ownership and management of the financial 
system.. One of the strategies used to help create a dynamic industrial sector and to 
promotee the growth of export crops being the backbone of the economy at the time, 
wass to create specialised financial institutions that could target subsidized credit to 
certainn priority sectors. As in other developing countries during that period, the 
Cameroonn government began setting up development banks to provide credit and 
otherr production inputs to both large and small-scale producers. In 1964, the 

Thee Bank of the Central African States is still dominated by France (Encyclopedie de la Republique 
duu Cameroon ,1981:22, vol 3. 

40 0 



Genealogyy of Micro finance 

governmentt established the first indigenous bank, the Cameroon Development Bank 
(CDB)) with the aim to provide financial and technical assistance to local producers, 
especiallyy those in the agricultural sector (MINAGRI, 1980). The rationale behind the 
promotionn of credit to small and medium farmers and entrepreneurs stemmed from 
assumptionss made about their role in the development process. Indeed, these 
producerss were seen as the seedbed of industrial development which needed to be 
nurtured.. Having been excluded from access to credit during colonial times, the new 
governmentt sought to adopt a strategy that was more inclusive of the local population, 
especiallyy the low-income groups. Although it was still assumed that low-income 
peoplee were poor because they lacked access to credit, there was also scepticism 
aboutt their ability to repay their loans, especially high interest loans. Consequently, 
low-incomee producers were assumed to be in need of cheap credit. As a result, the 
earlyy models of microfmance programmes began with the explicit assumption that 
interestt rate subsidies were necessary. Subsidized interest rates for low-income 
borrowerss were also advocated for other reasons. For instance, the World Bank (1975) 
saww subsidized interest rates as a way to redistribute income in favour of the poor or 
ass a special inducement to farmers to adopt new technology in agriculture. Low 
interestt rates charged on loans were also justified on the grounds that informal lenders 
suchh as moneylenders exploited the poor by charging exorbitant rates on loans. 

Byy 1970, the large majority of Cameroon's population was still excluded from 
accesss to credit. Delancey (1989) notes that banks were still reluctant to provide credit 
too small businesses and small farmers. He further points out that despite the popularity 
off  credit unions, they failed to develop as sources of credit. In order to expand access 
too credit to large sections of the population, the government established in 1970 the 
firstt rural bank in the country; the Société Camerounaise de Banque (SCB) - also 
knownn as the Cameroon Bank. The establishment of the Cameroon Bank was part of 
ann active strategy by the government to promote the production of export goods. In 
additionn to these two banks (CDB and SCB), the government also launched a number 
off  rural credit institutions with the overall objective of extending financial services, 
mainlyy credit, at subsidized interest to low-income producers in general. For instance, 
thee Centre Nationale d 'Assistance aux Petites et Moyennes Enterprises" (CAPME) 
wass created in 1970 to promote the development of small and medium-sized 
enterprises.. In addition to providing technical advice, feasibility studies and general 
consultancyy to entrepreneurs and artisans, the CAPME also served as a guarantor for 
loanss to small businesses (Delancey, 1989). In 1975, the "Fonds National de 
DeveloppmentDeveloppment Rural (FONADER) - or the National Fund for Rural Development was 
establishedd to provide agricultural credit to farmers. FONADER channelled public 
savingss derived from taxes levied on agricultural commodities towards farmers. 
Anotherr specialized financial institution was created in 1975: the Guarantee Fund for 
Smalll  and Medium size Enterprises (FOG APE). The FOG APE aimed to assist 
businessess in getting access to credit from commercial banks. Most of the financial 
institutionss created tended to focus on credit delivery and did not attempt to mobilize 
savingss from their clientele. For instance, FONADER's main objective was to provide 
subsidizedd agricultural input and material assistance in terms of interest-free loans to 
individualss and groups of farmers and did not accept deposits from its customers. In 
orderr to increase the level of capital needed for investment, the government also 
initiatedd a number of financing policies founded on the mobilization of domestic 
savings.. Various agricultural cooperatives were established and in addition to 

144 CAPME is the national Centre for Assistance to Small and Medium-Sized Enterprises 
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marketingg agricultural crops, providing extension services and small farm credit to 
theirr members, they also attempted to mobilise saving from their members. 

Ass in other countries, the second half of the 1970s saw the growth of rural 
financiall  institutions in Cameroon. This growth was spurred by generous grants, aids 
andd other loans from governments, foreign donors as well as some international 
developmentt agencies. For instance, the United Nations Development Programmes 
(UNDP),, the International Labour Organisation (ILO) and the United Nations 
Industriall  Development Organisation (UNIDO) provided financial and technical 
supportt for the creation of the CAPME. Contrary to the experiences in South Asia and 
Latinn American countries where rural financial institutions tended to target small- and 
medium-scalee entrepreneurs, the focus in Cameroon as in other African countries was 
mainlyy on small farmers in the agricultural sector, especially those involved in cash 
cropp production. The rest of the small producers and small farmers, the self-
employed,, and those involved in income-generating activities such a women remained 
outsidee the reach of formal financial credit. Although those producers were 
economicallyy active, they faced the indifference from the government who assumed 
thatt the modern sector would eventually absorb them. The exclusion of those sections 
off  the population from access to credit undermined the expansion of their activities 
andd ultimately contributed to undermining their struggle for power. 

Mostt rural financial institutions were unable to meet their stated goal of 
reachingg large number of small entrepreneurs and other small rural producers. On the 
wholee the large majority of those institutions remained small. Despite the generous 
grantss and aid they received from the Cameroonian government and donors, they 
failedd to achieve their stated objectives of reaching the rural poor. In addition, other 
problemss further curtailed the expansion of these financial institutions. As a result of 
mismanagement,, they experienced alarmingly high administrative costs, accumulated 
heavyy loan losses and high default rates. That situation was replicated worldwide with 
thee great majority of rural financial institutions in most developing countries also 
experiencingg high administrative costs, high loan losses, limited rationing and 
inadequatee and untimely services (World Bank, 1975). Although poor repayment rates 
couldd be interpreted as a confirmation of the assumption that low-income people were 
tooo poor to pay back their loans, it should be noted that most of these special financial 
institutionss were rural only in name. In Cameroon, rich individuals, politicians and 
mostlyy civil servants, used their privileged positions to access the available cheap 
loans.. It is argued that rural producers hardly received loans from FONADER. Its 
centralizedd nature and long credit procedures meant it could not reach the masses of 
thee rural farmers it was founded to serve. As Delancey notes, 

Muchh of its funds in fact went to urban dwellers, usually bureaucrats, party officials, 
orr businessmen. These urban dwellers were literate and could fil l out the forms 
required,, were knowledgeable and thus knew of the existence of the funds, how to tap 
them,, and what person to see to get action, and lived in Yaoundé or other major urban 
centress where decisions were made (Delancey, 1989:61). 

Becausee the establishment of most specialised financial institutions by the 
governmentt tended to be politically motivated, some borrowers were under the 
impressionn that loans from such sources were a form of grants or gifts from the state 
thatt did not necessarily need to be repaid. This perception contributed to the minimal 
effortt put on recovering the loans. The low repayment and the dependence of such 
financiall  institutions on large infusion of funding to cover the high operating costs, 
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thee loan losses and other expenditure services tended to limit the outreach of such 
programmes.. Their inability to mobilise independent sources of funds and to be self-
sustainablee meant that most failed and their operations stopped as grants and other 
fundingg gradually dried up. This was the case of FONADER, which suffered liquidity 
problemm in the early 1980s and was ultimately liquidated in 1987. 

Thee creation of rural and other specialised financial institutions did not benefit 
women.. As already suggested, those institutions tended to focus on cash crops 
productionn and other economic activities that were generally undertaken by men. 
Womenn were almost totally excluded from access to credit despite the recognition that 
theirr economic role was essential to the economic and social development of the 
country.. Women, as most small producers, remained invisible to policy makers and 
lackedd access to credits available through rural financial institutions that would have 
greatlyy expanded their participation in economic development and enhanced their 
income,, their employment opportunities as well as status in society. The 
marginalisationn of women could be partly explained by the impact of ascribed gender 
roles. . 

Ascribedd gender roles and family responsibilities meant that women were 
viewedd primarily as mothers and wives and, despite their role in the economy, were 
nott identified as producers. The sexual division of labour in Cameroonian households 
assignedd most women, especially rural women, the primary responsibilities for the 
provisionn of their family's consumption food which they produce themselves. 
However,, women's involvement in agriculture, either as free labour in their husband's 
plantationss or as producers of food crops, is not seen as productive as such work is 
unpaid.. Despite their involvement in the production and marketing of consumption 
cropss women have been excluded from government sponsored support programs such 
ass cooperatives which were often in charge of extension services. 

Althoughh Cameroonian women dominated the informal economy, they were 
nott seen as entrepreneurs. Women were (and still are) heavily concentrated in petty 
tradee characterised by small transactions, seasonality and low profitability. Existing 
financiall  institutions did not view women's activities such as the selling of highly 
perishablee foodstuffs as profitable and creditworthy. In addition, the low skills needed 
forr engaging in those activities, the smallness of the starting and working capital often 
madee the barriers to entry so low15 that the level of profits were small and the rate of 
failuree very high. The small size of women's activities as well as their seasonal nature 
meantt that they required small but regular loans which banks found too risky and too 
expensivee to manage. While existing rural financial institutions provided interest-free 
loans,, these were extended on conditions which women, especially rural women, 
couldd not easily fulfil . In Cameroon, as in most developing countries, women lacked 
thee ability to provide the traditional collateral needed to gain access to institutional 
credit.. For example, the lending policies of FONADER required the provision of 
collateral,, and most women could not meet that requirement given that local practices 
concerningg land tenure made it difficult for women to have land titles in their name. 
Furthermore,, these sources of credit often ha complicated application procedures that 
constrainedd women's access to them, given their lower level of literacy. While men 
whoo had access to credit were able to use it to enhance their social status, prestige and 
power,, the financial exclusion of the poor and women further marginalized them from 
thee mainstream economy and more importantly contributed to their likelihood of 

Thee barriers to entry are so low that almost everybody tends to be selling the same thing, leading to 
thee low profitability and a high rate of failure. 
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beingg trapped in a vicious circle of poverty and dis empowerment. The onset of the 
economicc crisis had serious implications for the already weak and subordinate 
positionn of women in society and the increasing suffering of women led to calls for 
openingg women's access to credit. 

3.23.2 Opening women's access to credit (late 1970s early 1980s) 
Byy the mid-1970s most developing countries were experiencing serious 

economicc crises which resulted in growing poverty and suffering for most poor, 
especiallyy poor women. It was argued that 'most poor people were women and most 
womenn were poor and that almost all low income women were economically active as 
microentrepreneurss and self-employed in the informal sector (WWB; 1994:14). 
Studiess also showed that formal financial institutions were relatively closed to women 
despitee the fact that they needed and used credit obtained from informal sources such 
ass family, friends or moneylenders quite extensively (INSTRAW; 1994:35). Efforts 
weree made to increase the visibility of women as major actors in their countries; they 
weree farmers, traders and investing in them was considered essential in order to 
achievee sustainable growth and development. 

3.2.11 Legitimization of women's economic activities 
Givenn this exacerbation of the already precarious situation of women, efforts 

weree launched to find ways of helping them. A growing number of studies showed 
thatt formal financial institutions were relatively closed to women who were 
economicallyy active as self-employed in the informal sector. Similarly, it was shown 
thatt donor agencies and governments continued to target their lending programmes 
towardss small- and medium-scale farmers and entrepreneurs, marginalising women. 
Byy the mid-1975 when the provision of credit to women began to be considered, great 
emphasiss was placed on demonstrating the "legitimacy of women's economic 
activitiess and of micro enterprises as a productive area" (Women's World Banking 
1994:4).. As a result of the sexual division of labour at the household level, low 
literacyy level and other factors, women often had fewer opportunities to gain paid 
employment.. Consequently, involvement in the informal sector especially in the 
developingdeveloping countries or involvement in self-employment were seen as important areas 
thatt provided opportunities for women to find alternatives to paid employment. 
Women'ss economic activities enabled them to gain an independent source of income 
thatt often greatly helped to increase their family income. Such independent sources of 
incomee were increasingly seen as key to women's empowerment. Efforts to open 
women'ss access to credit received a great boost when their plight was placed on the 
internationall  agenda. 

Inn 1975, the International Women's Year was celebrated and that served to 
pushh women's issues onto the political agenda. The same year, the First UN 
Conferencee on Women was held in Mexico City. Pushing women's issues onto the 
politicall  agenda entailed recognition of the important role women played in the 
processs of development. More importantly, the United Nations First World 
Conferencee on Women in Mexico launched a long-term campaign for the 
advancementt of women, giving particular attention to women in developing countries. 
Thee campaign shifted the nature of the intervention towards women from a welfare-
orientedd one to one focusing on income generating activities. Income-generating 
activitiess were seen as enabling women to acquire an independent source of income 
forr themselves, which they used to boost their status as well as their family's 
resources.. Women needed expanded access to credit, information and markets to 
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enablee them to play a more positive role in their society. Their exclusion from access 
too formal credit seriously hindered their contributions as well as their ability to 
becomee self-sufficient. It is against this backdrop of exclusion from access to 
institutionall  credit that suggestions were made on how to establish alternative sources 
off  credit for women. As a result, a number of experimental credit institutions, targeted 
exclusivelyy at women, were initiated at all levels: international, regional, national and 
local.. The main aim of those institutions was to strengthen women's participation in 
thee economic mainstream. 

Att the international level, many specialised credit institutions were established 
too facilitate the access of women to credit. One of the first attempts at opening 
women'ss access to credit was within the framework of Women in Development 
(WID).. The Women in Development approach first emerged in 1974 when the 
USS AID established an office of that name with the aims of: 

Enhancingg the economic status of women throughout the developing world; 
Expandingg women's legal and property rights; 
Increasingg their participation in governance and civil society; and 
Integratingg gender issues throughout USAID regional and country programs. 
WEDD established bureaus in most developing countries and provided women 

withh both financial and non-financial sendees (improved education, employment 
opportunities,, increased welfare services, increased political and social participation 
etc).. During the 1970s, WED had become a movement and its policies were 
implementedd by development agencies around the world. Funds from donors and 
governmentss helped to set up WID units within key ministries in developing countries 
(ass well as within development agencies) to advise, train and provide credit to 
women.. Moreover, in 1976 the United Nations Voluntary Fund for Women was also 
establishedd to make available financial resources to promote development projects 
aimedd at women in developing countries16. In 1979 the Women's World Banking 
(WWB)) was created as a Netherlands-based non-profit financial institution to operate 
ass an intermediary for providing low-income women with credit and other financial 
services17. . 

Att the regional, national and local levels, other credit schemes were also 
establishedd on behalf of women. For instance, organisations such as The Americans 
forr Community Cooperation in Other Nations (ACCION) International were 
establishedd in the mid-1970s to operate in 14 countries in Latin America, the 
Caribbeann as well as in 5 states in the United States. The aim of ACCION was to 
enablee its affiliates to borrow from local commercial banks for lending to the poor so 
ass to help them start their own businesses and work their way out of poverty. In 
additionn to micro loans, ACCION provided technical assistance and information, also 
coordinatedd the activities of its affiliates and tried to mobilize additional resources. 
Thee Foundation for International Community Assistance (FINCA) International is 
anotherr leading regional network that emerged in 1985 in the same region with the 
aimm of providing financial services to poor entrepreneurs and producers. FINCA used 
thee 'village banking' credit methodology in which women formed groups of 20 to 35 
memberss in order to enable poor women to get access to credit. In contrast to other 

166 In 1985, it became a permanent and autonomous organisation in association with the UNDP and was renamed 
Unitedd Nations Development Fund for Women (UNIFEM). It funds development activities for the benefits of 
women,, especially in developing countries. 
177 The WWB uses its donor-funded capital as collateral for loans given by local banks to women borrowers. It 
givess a guarantee of 50 percent of each loan through letter of credit. The crucial condition is that all participants 
completee WWB training before receiving loans. 
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regionss such as South East Asia and Latin America, Africa, or more specifically, the 
sub-Saharann region had no regional microfinance institution. Not even the African 
Developmentt bank (AfDB) sponsored the creation of a regional micro-lending 
institution,, as was the case in Asia where the Asian Development Bank had sponsored 
thee establishment of a regional network of microfinance institutions called Credit and 
Savingss for the Hardcore Poor (CASHPOR). CASHPOR was established to promote 
thee establishment of Grameen-style microfinance institutions in Asia . In sub-
Saharann Africa, the AfDB and most African governments however continued to focus 
theirr lending to low-income farmers and small- and medium-scale entrepreneurs. 

Att the country level, many governmental and non-governmental financial 
institutionss were being set up to provide finance to the poor in general and to low-
incomee women in particular. For instance, the Bangladesh Rural Development 
Committeee (BRAC) was founded in 1972 as an NGO, and began providing credit to 
thee poor in 1974. Its objectives were poverty alleviation and empowerment of the 
poor.. Its main target groups were people in extreme poverty, the illiterate and 
particularlyy women who it sought to empower economically and politically 
(Chowdhuryy & Alam, 1997). The Grameen Bank project is another example of a 
nationall  microfinance institution that was set up in Bangladesh in 1976. The Grameen 
Bankk was one of the first experiences of microfinance institutions. It began as a non-
governmentall  organisation and provided very small loans of less that $50 to members 
off  groups of up to five people without collateral. 

Att the community level, non-governmental organisations as well as grassroots 
schemess were also setting up credit schemes for women. The Self-employed 
Women'ss Association (SEWA) founded in 1972 in India is one example of the 
numerouss self-help groups set up by women themselves. SEWA started in 1972 with 
thee aim of fighting for the rights of self-employed women and promoting economic 
developmentt among them. It organized women in the informal sector to demand 
higherr wages and protection from police harassment and extortion. The SEWA bank 
(Self-Employedd Women's Association Bank) was established in 1974 to provide 
workingg capital to self-employed women. SEWA lent to individuals, facilitated 
savingss and provided both secured and unsecured loans. 

Whilee gender issues played a central role in the decision to adopt and 
implementt microfinance programmes, not all countries experiencing gender 
disparitiess found the need to adopt this strategy. In fact, as the case of Cameroon 
suggests,, the adoption of microfinance in the country as elsewhere was closely linked 
too the deteriorating economic conditions and growing poverty. In fact, evidence from 
otherr countries suggests that the first waves of microfinance institutions were initiated 
inn countries undergoing a deterioration of their economy. As donor funding poured in, 
fuellingg the expansion of microfinance schemes in many countries, Cameroon shied 
awayy from embracing such strategies. The high economic growth experienced by 
Cameroonn during the late 1970s and mid-1980s seemed to reduce any pressure for the 
countryy to avail itself of outside "interference" by allowing donors and foreign NGOs 
too dictate the direction of its development programmes. 

Thee economic growth enabled the government to set up various rural 
organizations,, mainly farmers' cooperatives and other village organizations managed 
byy government authorities. Allowing donors and foreign NGOs to finance grassroots 
organizationss could not only lead to interference with the government's own 
objectives,, but could also lead to a change in attitude of the poor and women toward 

188 CASHPOR operates in 8 countries including China, India, Indonesia, Philippines, Vietnam, Nepal, Malaysia, 
Papuaa New Guinea, 
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thee State. As such it could help those hitherto marginalized groups to start asserting 
theirr rights of access to resources and greater participation in the economy. As 
Cameroonn had very restrictive laws limiting the establishment of associations, 
includingg microfinance organizations, the flow of funding for micro credit schemes in 
thee country was severely limited. 

Byy the mid-1980s, Cameroon's good economic fortune was about to end. The 
countryy began experiencing economic problems due to the fall in oil and commodity 
prices.. As in other parts of the world, most rural financial institutions created from the 
1950ss onwards, and which had flourished throughout the 1970s, were facing serious 
difficulties.. Grants and other forms of subsidies began to dry up, putting the long-term 
survivall  of most of those institutions at risk. During the same period, studies from the 
Grameenn bank and other leading microfinance institutions showed positive impacts of 
thee type of credit the borrowers could obtain. Evidence from the Grameen Bank, 
BRACC suggested that certain types of credit institutions were able to expand rapidly, 
enablingg them not only to reach their target population, but also to achieve their stated 
aims.. For instance, studies showed that access to credit from the Grameen Bank not 
onlyy helped to raise income and employment, but that women borrowers were more 
likelyy to spend their increased income on their families. It was shown that loans to 
womenn benefited their entire family with improved nutrition, education and health 
caree for the children (INSTRAW, 1994; Hulme & Mosley, 1996). In addition to these 
positivee impacts of microfinance, it was also shown that women were disciplined in 
theirr use of credit, exhibiting high repayment as well as high savings rates. And yet, 
formall  financial institutions remained relatively closed to the majority of women 
microo entrepreneurs. Consequently, effort at the international stage was shifting from 
aa concern with access to credit to reaching a large number of poor women with 
financiall  services on a sustainable basis. This shift had serious implications for 
latecomerss like Cameroon. One of the implications was that Cameroon's 
microfinancee institutions missed the opportunity to mobilize considerable resources to 
supportt and develop the economic activities of women, as was the case in other 
countries. . 

Joiningg the microfinance bandwagon during the prevalence of what Mayoux 
callss the "sustainability paradigm' meant that only microfinance institutions having 
achievedd financial self-sufficiency could get access to donor funding. In 1995, two 
donorr committees jointly published a document entitled '''Micro and Small Enterprise 
Finance:Finance: Guiding Principles for Selecting and Supporting Intermediaries". That 
document,, which set out the donor guidelines, asserted that Microfinance institutions 
seekingg support should demonstrate realistic prospects for achieving financial self-
sufficiency. . 

3.33 Outreach and Sustainability goals (m id-1980s-m id-1990s) 
Byy the mid-1980s, targeted credit programmes for women were growing in 

popularity.. In Asia and Latin America many of the schemes had been in existence for 
nearlyy a decade and continued to expand. While some schemes like the Grameen 
Bankk and the BRAC had grown to attain national coverage, most of them remained 
smalll  and usually reached only a small number of poor women. During that period, 
thee economic crisis that had started in the mid-1970s, the resulting debt crisis and the 
implementationn of structural adjustment programmes in most developing countries led 
too growing impoverishment of the masses, especially of vulnerable groups such as 
women.. As a result, there were renewed calls to widen women's access to credit with 
thee implicit objective of alleviating their poverty and addressing gender inequality 
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theyy faced. With a growing number of studies showing that women were able to save 
andd repay their loans, despite high interest rates (WWB 1995; Wahib 1992; World 
Bank,, 1997), the emphasis shifted to demonstrating that low-income women 
entrepreneurss were good credit risks. An increasing number of studies showed that 
despitee high interest rates, women saved and repaid their loans. Despite this however, 
women'ss access to credit continued to be more restricted than that of men. 

3.3.11 Increasing outreach 
Outreachh is measured by assessing how far beyond the frontiers of finance a 

programmee has gone to reach those who lack access to formal financial services. 
Accordingg to Von Pischke (1991) there is a 'frontier' between the formal and 
informall  financial sectors and individuals outside the frontiers do not have regular 
accesss to formal financial services. Outreach is defined as: 

Thee extent to which financial systems and their instruments reach the poor 
directly,, increasing their participation in market processes and, by this 
empowerment,, in political processes (Von Pischke et al, 1997:10). 

Outreachh has two dimensions. The first dimension is the scale: it measures the 
totall  number of clients a microfinance institution serves. The second dimension of 
outreachh is depth which is often measured by the average loan size. Until the mid-
1980s,, the expansion of microfinance schemes for women was based in large part on 
generouss grants and subsidies provided by governments and donors. Grants flowed to 
supportt schemes aimed at opening women's access to credit. During that period, the 
needd to correct gender issues grew within almost all development agencies as they 
soughtt to mainstream19 gender issues within their development strategies. Although 
theree were many women-focused microfinance programmes, most of them remained 
small.. The main strategy used to promote the outreach of micro credit schemes to 
reachh large masses of poor women was to demonstrate that women were good credit 
risks. risks. 

Ass efforts shifted to find ways of expanding financial services to large 
numberss of women, Cameroon was just beginning to adopt micro credit. The 
economicc crisis began with the fall in oil and other commodity prices. In 1986, 
Cameroonn implemented its first structural adjustment programmes. By the end of the 
decade,, poverty was rife and although the laws of freedom of associations were still 
nott reformed, many non-governmental organisations and grassroots associations were 
emergingg and getting involved in credit delivery. Three types of strategies were used 
too up-scale the outreach of micro credit programmes. The first strategy sought to 
establishh separate women micro credit schemes within an area or a sector of 
developmentt projects. The second strategy attempted to create microfinance schemes 
targetedd at women, but within a sector or sub sector of economic importance to them. 
Thee last strategy sought to establish gender sensitive microfinance schemes in which 
thee needs of both men and women were mainstreamed. 

Despitee those measures, most micro credit schemes remained relatively small. 
Mostt of them depended on donor funding and the level and availability of funding 

199 Mainstreaming is defined as addressing gender issues in all development activities, irrespective of sector or type 
off  activity. Mainstreaming means (1) the identification of barriers to women's participation and design of 
measuress to overcome them, (2) implementation with monitorable indicators that provide evidence of outcomes for 
womenn and (3) the full integration of women as decision-makers, participants and beneficiaries of all programme 
activitiess and projects. 
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greatlyy influenced the number of borrowers. To scale up existing programmes or new 
programmes,, donors had to incur significant costs especially as most schemes also 
usedd an integrated approach to credit delivery - in addition to credit; they provided 
non-financiall  services such as training and marketing. However, evidence existed to 
showw how programmes could be scaled-up. Successful leading micro credit schemes 
providedd some framework on how to expand outreach. For instance, the Grameen 
Bank'ss minimalist credit delivery had resulted in impressive expansion to large 
massess of poor women. In addition to the almost exclusive focus on credit, the 
Grameenn Bank was based on the mass mobilization of women into small groups, 
whichh enabled the achievement of economies of scales, a more efficient delivery of 
services,, as well as higher productivity levels using group pressure. What came to be 
knownn as the group-based lending helped women to build confidence and strength, 
andd enabled them to participate more fully in the process of development. 

Byy the end of the 1980s, most rural financial institutions created in the 1950s 
andd which had flourished throughout the 1970s were being bankrupted and needed to 
closee down. There were various reasons as to why many rural financial institutions 
failed.. As in other developing countries, the provision of subsidized credit through 
publicc and specialized schemes had many problems. Rural financial institutions 
exhibitedd poor recovery rates (CGAP, Focus note 1. September, 1998). It was 
becomingg evident that continued subsidization drained resources, especially as those 
institutionss showed no sign of ever reaching large masses of the poor. The fall in the 
Cameroonn government's revenues led to difficulties in the continual replenishment of 
mostt of these schemes. As a result, most schemes had to either wind up or undergo a 
processs of fundamental restructuring. The FOGAPE underwent some form of 
restructuringg but was ultimately liquidated due to the persistence of problems. In 
contrast,, the BRI-UD20 a government-sponsored rural financial institution in 
Indonesiaa successfully restructured to become a profit making micro credit institution. 
Justt as FOGAPE, BRI was a state-owned financial institution that was established to 
directt subsidised credit to agricultural farmers in 1983. The Unit Desa (BRI-US) or 
villagee bank was established in 1984 to provide agricultural credit to the rural 
populationn involved in any type of economic activity. But in contrast to FOGAPE, it 
wass also involved in the mobilization of savings. In addition, the government 
subsidizedd the administrative costs of BRI unit desas. The unit desas incurred large 
operatingg losses and experienced increasing default rates. In 1983, the default rate was 
aboutt 50 percent. With large losses and default rates, the government was compelled 
too terminate the Bimas programme in 1983. The financial reforms of 1983, which 
liberalizedd interest rates, provided the opportunity for the government to reform the 
unitt desa system. Under the reform programme, the unit desas adopted market-
orientedd interest rates on loans (about 33 percent per year), and were transformed into 
full-servicee rural banking outlets. BRI also started to treat each unit desa as a profit or 
losss centre. 

Inn contrast, FOGAPE's proposed reforms did not include the adoption of a 
market-approachh to lending such as charging interest rates on loans and, ultimately, 
thee reforms did not produce dramatic results as was the case with the BRI's unit desas 
whichh according to the ADB (2000) report were transformed into profitable rural 
financiall  intermediation outlets. Evidence from the BRI-unit desas showed that the 
usee of a market approach not only helped to ensure the long-term survival of the 
institution,, but also to expand its outreach to large masses of the poor. 

Bankk Rakyat Indonesia (BRI), BRI-UD stands for Bank Rakyat Indonesia - Unit Desa . 
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Otherr leading micro credit schemes such as the Grameen Bank and BRAC 
usedd different methods to scale-up their outreach. Rather than transform into 
commerciall  banks, these poverty-oriented credit institutions have used methods 
knownn as group-based lending to reach more poor women. The experiences from 
successfull  microfinance institutions have been used as a blueprint for the 
developmentt in the field of micro credit worldwide. The characteristics that led to the 
successs of microfinance institutions such as the Grameen Bank, BRI-UD and others 
weree turned into 'best practices' and used to discipline other microfinance institutions 
aroundd the world. The adoption of best practices aimed at transforming micro lending 
schemess from largely subsidized and dependent credit institutions to self-sustaining, 
profitablee and growing financial institutions. 

3.3.22 Achieving Sustainability 
Callss for their expansion implied the need for additional grants to finance the 

growingg number of schemes. During the 1980s many developing countries were 
experiencingg economic crises. As already stated, the expansion of microfinance 
programmess was made possible with the growth of non-governmental organisations 
whichh acted as intermediaries, passing grants and other subsidies from donors to the 
poor.. These NGOs were originally set-up as non-profit organisations and with 
resourcess running scarce, concerns with microfinance self-sufficiency became 
paramount.. Efforts were therefore initiated to transform these grant and subsidy 
dependentt schemes into self-sufficient financial institutions. The experiences of 
successfull  Asian and Latin American microfinance institutions were attracting 
increasingg attention and as a result, micro credit was becoming an accepted field of 
knowledge.. A process of consensus building also emerged with respect to the need for 
microfinancee lending programmes to aim for greater self-sufficiency. Donors and 
otherr international agencies established forums to debate the strategies that would 
makee microfinance efficient so that it could reach a critical number of poor people. In 
1994,, the World Bank, together with other donors, launched the Consultative Group 
too Assist the Poor (CGAP). Prior to the creation of the CGAP donors did not have 
formallyy articulated strategy for microfinance. They individually had some 
assumptionss about microfinance, its roles in helping to fight poverty and other 
inequalitiess that shaped their policies and main objectives. The CGAP's aim was to 
improvee access to microfinance, coordinate the actions of donors and help 
disseminatee information and best practices on microfinance to practitioners, policy 
makerss and other donors. For the first time, donors began to build a consensus aimed 
att transforming financial services so that they could 'work for the majority'. This 
processs intensified from 1994 when forty of the world's leading microfinance 
practitioners,, under the aegis of the World Women Banking, convened a United 
Nationss Expert Group on Transforming Financial Systems and came up with a set of 
recommendationss for future funding. The framework for donor support to micro and 
smalll  enterprise finance centred on two objectives: outreach and sustainability and 
stipulatedd that 

Fundingg based on large, ongoing subsidies with a charity rationale has failed. Such 
programss have drained resources without becoming sustainable, and have contributed 
too the mistaken notion that the poor are unbankable. Funders should provide financial 
andd other support in such a way to ensure the quality of services provided and the 
widestt outreach, as well as to foster the movement to scale, financial self-sufficiency, 
andd independence from donor support, taking into account the particular 
characteristicss of different types of institutions. Donors should ensure that 
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institutions,, in their effort to become sustainable, maintain a focus on offering 
appropriatee services to the poor (World Bank, 1995:7). 

Recommendationss were made on how to scale up financial services to reach 
significantt numbers of micro entrepreneurs while decreasing financial dependence on 
donorss and reaching financial sustainability. In 1995 the Donor Committees on Small 
andd Medium Enterprises and Financial Sector Development endorsed those 
recommendationss as the guiding principles for their future funding (WWB 1995:5). 
Microfmancee institutions likely to receive donor funds were henceforth those with a 
reputationn for self-sufficiency. Examples of self-sufficient microfmance institutions 
existedd to argue against subsidies. Some institutions like the BancoSol in Bolivia 
achievedd financial sustainability by realising economies of scales. BancoSol for 
instancee converted into a private commercial bank for microfmance in order to have 
accesss to large capital resources on the national and international markets, and offer 
fulll  financial services to its borrowers. BancoSol focuses exclusively on 
microenterprisee loans for the poorer segments of the population. It offers an 
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alternativee model to the Grameen Bank . 
Donorss began to pressure for the sustainability of microfmance for the poor. 

Thee aim was to enable the microfmance institutions they sponsored to implement 
group-basedd credit services for poverty alleviation that were sustainable and 
operationallyy self-sufficient. Experience showed that women's participation tended to 
bee higher in projects where borrowers were organised in small groups, and whose 
memberss guaranteed each other's loans. Group-based lending reduced the cost of 
borrowingg in many ways: it provided a character-based substitute for collateral; it 
reducedd the cost of lending to small borrowers by grouping together several small 
loans,, and it minimized loan monitoring and supervision costs. Group-based lending 
iss the most common method of lending to a large number of customers too poor to 
offerr acceptable collateral. Group members are responsible for the repayment of each 
loann and usually meet weekly to collect payments. By using this method, the 
creditworthinesss of the borrowers is determined by the members rather than by the 
institutions.. Group-based lending aims at transferring most of the financial 
administrationn onto members and transferring the risk of non-repayment from the 
institutionss to the group through peer pressure and joint liability. Peer pressure and 
jointt liability have been at the root of the high repayment rates. As a result of those 
benefits,, the group-based credit methodology was promoted everywhere. The element 
off  solidarity in the group was used to achieve high repayment and collective 
responsibilityy ensured timely repayment of loans by all members of the groups. 
Consequentlyy it was used to discipline credit programmes experiencing repayments 
problems. . 

Forr instance, the Kenyan Women's Fund Trust (KWFT) started its operations 
inn the early 1980s with several donor grants. However, by 1990, poor performance 
resultingg from a high number of non-performing loans led to dwindling support from 
donors.. As donor confidence eroded and funding dried up, the credit activities of the 
Kenyann Women's Trust Fund were largely ceased. The scheme's response was to 
restructuree and to adopt the group-based credit methodology. Since then, the KWFT 
hass consistently increased both its financial self-sufficiency as well as it outreach 
(Worldd Bank; 1997). For micro finance programmes still in their infancy but seeking 
too get access to donor funding, the adoption of group-based methodology has been the 

21Grameenn bank targets the poor but still relies on subsidies. 
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wayy forward. In Cameroon for instance, small non-governmental institutions, 
especiallyy women-focused one, are adopting the Grameen Bank minimalist and 
group-basedd lending methodology in order to boost their chances of obtaining outside 
funding. . 

Sustainabilityy also entailed high recovery rates and the charging of high 
interestt rates. In the absence of subsidies, the lending programmes could not be self-
sustainablee by charging interest rates below the cost of running the programmes. 
Throughoutt the mid-1980s and the mid-1990s, outreach and sustainability were the 
twinn objectives behind the provision of microfinance worldwide. Despite the fact that 
somee countries such as Cameroon during that time were only beginning to get 
involvedd in the provision of micro credit, they had to plan their schemes with those 
twinn objectives in mind. As already stated, past legislation had been inimical to the 
establishmentt of voluntary associations. As a result, the strategy available for 
achievingg outreach and sustainability in Cameroon was for the government to 
promotee the development of a microfinance industry within the context of a globally 
developingdeveloping consensus on outreach and sustainability. Specifically, the government 
proceededd through changes in the laws on non-governmental organisations a.s well as 
throughh the reform of the financial sector. Legislative reforms in 1990 and 1992 
facilitatedd the establishment of non-governmental organisations and resulted in the 
creationn of large numbers of community groups. As the economic crisis continued to 
worsen,, the national currency, the CFA franc, was devalued by 50 percent in 1994. 
Thee privatisation and restructuring of public sector enterprises followed with the 
progressivee ending of government subsidies to public enterprises as well as of 
governmentt ownership of public enterprises, especially in the banking sector. 
Althoughh the number of poor was increasing, and micro credit was been used, the 
strategyy was still not clearly embraced by the government. 

3.43.4 Fighting  poverty  and gender  inequality  (mid-199ÖS-2000) 
Ass already mentioned in the previous section, while microfinance institutions 

inn other countries were expanding their outreach and working toward sustainability, in 
Cameroon,, the microfinance industry was in its infancy. Despite the fact that 
economicc growth resumed by 1995, poverty was on the increase. Growing poverty 
underminedd the achievements of three decades of development in Cameroon. 
Accordingg to a survey conducted in 1996, about 51 percent of the population lived 
beloww the poverty line estimated by the government at US$0.80 per day. A further 23 
percentt of the population was considered to be living in extreme poverty. High 
unemploymentt affected most people. With the growth of poverty, self-employment 
creationn was seen as the viable means of reducing poverty. Once more, development 
onn the global stage was going to influence the evolution of microfinance in 
Cameroon.. In 1995, the issue of poverty was not limited to Cameroon. In fact, that 
year,, the World Bank estimated that there were approximately 1.3 billion poor in the 
developingg world. It added that the proportion of people living in poverty had 
declined,, however, the number of people living in poverty having less than one dollar 
aa day had increased from 1.23 billion in 1983 to 1.31 billion in 1995(World Bank, 
1996:2). . 

Itt was also noted that the issue of poverty was no longer limited to developing 
countries.. In developing countries, poverty was increasing among the marginalized 
sectionss of the populations leading to the use of microfinance to target those groups. 
Inn the United States for instance, microfinance was used to target low and moderate-
incomee borrowers who had their own businesses but were economically marginalized 
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andd had no access to commercial business loans (Shreiner & Morduch, 2001). With 
increasingg examples from around the world showing microfmance's potential to 
alleviatee poverty, empower women and increase self-reliance and more importantly, 
withh the realization of the low cost of such poverty reduction strategy, intense activity 
begann in order to build a consensus toward the adoption of micro finance as a tool for 
globall  poverty alleviation and women's empowerment. 

3.4.11 Buildin g Global consensus to adopt microfmance as a tool for  poverty 
alleviation n 

Increasingg poverty was the result of various factors such as continued 
economicc crises in most developing countries and the implementation of structural 
adjustment.. This situation helped to put microfmance on the global agenda. A process 
off  building a consensus began with the aim of promoting micro finance as the single 
mostt important tool for the fight against poverty and for women's empowerment. 
Accordingg to Women's World Banking, one million clients received microfmance 
financingg in 1985. In 1995, the number had increased ten-fold with credit reaching 10 
millionn poor people. The decision was then taken to increase that number by a factor 
oftenn so that 100 million clients would have access to microfmance by the year 2005. 
Too achieve that goal, a collective effort had to be made, one that included the 
participationn of all stakeholders in the development process. In 1995, the Women's 
Worldd Banking organised a conference during which leaders arrived not only at a 
consensuss on the approaches and actions needed, but also committed to putting the 
recommendationss into practice. As the Women's World Banking notes, that 
conferencee marked "the beginning of a movement to transform development 
paradigms,, policies and financial flows in favour of the world's poor majority" 
(WWBB 1995:1). 

Fromm then on, microfmance was endorsed at almost every international forum. 
Duringg the World Summit for Social Development held in Copenhagen in 1995, 
donorss endorsed a dual approach to poverty and committed themselves to the goal of 
eradicatingg poverty in the world, through decisive national actions and international 
cooperation,, as an ethical, social, political and economic imperative of humankind" 
(Unitedd Nations, 1995). The Copenhagen Declaration and Programme of Action 
calledd for the formulation and implementation of a comprehensive and integrated 
approachh to poverty eradication, sustainable livelihood and social integration. In 
Septemberr 1995, the Fourth United Nations Women's Conference in Beijing adopted 
empowermentt as a "requirement" for a better world for women. By the end of 1995, 
thee General Assembly proclaimed the United Nations Decade for the Eradication of 
Povertyy (1997-2006) by resolution 50/107 II of 20 December to follow up on the 
Internationall  Year for the Eradication of Poverty, 1996. Under the theme "Eradicating 
povertyy was an ethical, social, political and economic imperative of humankind" 
resolutionn 51/178 of 16 December 1996, the Decade's main objective was the 
eradicationn of poverty in the world. Since then, the issue of poverty has taken central 
stagee on the agenda of many international and national agencies. Those circumstances 
contributedd to making micro finance widely accepted and since then, it became normal 
forr institutions to include microfmance within their policies and programmes. Since 
then,, microfmance has operated more and more as a norm. It had become 
incorporatedd in most strategies: development agencies used it as an indispensable tool 
forr fighting poverty and other inequalities; the UNHCR used it as part of their policies 
too help refugees; microfmance was used to help environmental conservation or in post 
warr reconstruction. The UNDP incorporated microfmance in its projects to help 
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womenn fit their economic activities flexibly into their roles of mothers and household 
caretakers. . 

Inn 1996, the World Bank and the IMF approved the Highly Indebted Poor 
Countriess - (HIPC) initiative for comprehensive debt relief and made microfinance an 
effectivee part of the development strategies to be adopted by countries requiring their 
assistance.. To become eligible for the HIPC initiative, prospective countries had to 
adoptt a poverty reduction strategy that also allowed for the development of 
microfinancee as a way of helping the poor work their way out of poverty. Debt 
reductionn was offered on condition that the eligible country adopted policies that 
wouldd improve not only the overall macro-economic environment but also a 
favourablee environment for microfinance programmes especially through the 
liberalisationn of their financial sector. This shift by the Bretton Wood Institutions has 
beenn critical to the implementation of micro credit in Cameroon. 

Thee consensus building culminated in the well-advertised Microcredit Summit 
wass held in Washington D.C (February 2-4, 1997). The Summit galvanized attention 
too focus on the role of micro credit in poverty alleviation. The Summit was important 
inn three respects: it launched the microfinance movement, it explicitly made the link 
betweenn microfinance and women's empowerment and finally, it brought together all 
thee stakeholders in microfinance together. First, it launched a global microcredit 
movementt with the goal of reaching "100 million of the world poorest families, 
especiallyy the women of those families with credit and other financial services by the 
yearr 2005" (Microcredit Summit Declaration). The Microcredit Summit Campaign set 
upp core goals: reaching the poorest; focusing on women; developing sustainable 
institutions;; and demonstrating a positive, measurable impact on clients (Microcredit 
Summitt Declaration). 

Second,, the Summit was also important in that it brought together 
practitioners,, community workers, UN representatives, politicians, international 
financialfinancial institutions, commercial bankers and representatives of successful borrowers 
too recount their stories. During the Summit claims were made about the 
transformativee capacity of microcredit to enhance the borrowers' economic 
opportunitiess through credit and self-employment. In addition, many 'empowered' 
poorr rural women members of various micro credit schemes around the world were 
guestss at the conference to offer testimonies of how micro credit changed their lives. 
Onee such example is that of Rajamma, a Grameen Bank borrower who recounted her 
storyy of empowerment during the Microcredit Summit. She took out a loan of Rs. 
7,0000 (US$196) to purchase a milk cow. Within 10 months, she cleared the loan and 
releasedd her daughters from bondage. Now, Rajamma owns the cow and a female calf 
andd earns over Rs. 1,200 (US$34) each month. With her savings she bought half an 
acree of land and took another loan to irrigate it for groundnut cultivation. Rajamma's 
eldestt daughter is learning tailoring while the younger girls are in school. With visible 
pride,, Rajamma says that participation in microfinance has helped her regain her 
dignityy and self-worth. She is now one of the most active members in the group and is 
acceptedd as an equal in her village . 

Sincee the Summit, there has been a worldwide growth as well as the 
institutionalizationn of microfinance conferences. Regional microfinance summits have 
beenn established and regular meetings take place with the aim of working towards the 
fulfilmentt of the Microcredit Summit objectives. Three main regional Microcredit 
Summitss have been established: the Africa Microcredit Summit Meeting of Councils 

222 Such life stories by poor women themselves have been credited for changing the world view of bankers and other 
powerfull  people such as President Clinton and inspired them about the potentials of microcredit. 

54 4 



Genealogyy of Micro finance 

(ARMS),, the Asia Pacific Region Microcredit Summit Meeting of Councils 
(APRMS),, and the Latin America and Caribbean Councils Regional Meeting 
(LACCRM)23.. An electronic newsletter of the Microcredit Summit Campaign 
"Countdownn 2005" has been created on a website. In fact there is a proliferation of 
publicationss and websites entirely focused on microcredit. Positive references are 
madee in support of the adoption of microcredit as a tool in the fight against poverty at 
almostt all major global, regional, national and local conferences . 

Underr the Enhanced Structural Adjustment Programme in 1997, Cameroon 
begann to initiate an integrated programme toward the eradication of poverty. In 1998, 
thee Government of Cameroon adopted a declaration on its poverty reduction strategy 
off  which gender issues constituted an important component. That strategy included 
actionss in favour of women. The Ministry of Women's Affairs within the context of 
thee declaration of poverty reduction strategy adopted by the government, had as its 
objectivess to facilitate the access of women to productive resources and to increase 
andd promote the productivity of women's work, improve the quality of basic 
infrastructuree and promote the fundamental rights of women. 

Effortss to support poverty alleviation through microcredit programmes did not 
shiftt attention from the objectives of outreach and sustainability. In fact the objectives 
off  most donors and development agencies were to develop microfinance for poverty 
alleviationn within the resource constraints of achieving financial sustainability. This 
hass led to an on-going debate over the twin objectives of sustainability and focusing 
onn the poorest. 

Howw wil l Microfinance schemes in Cameroon achieve the goals outlined in its 
actionn plan summary? 

1)) Reaching the poorest Cameroonians with credit: As defined by the Summit 
Declaration,, the very poor are those "in the bottom 50 percent of the population living 
beloww the country's poverty line". In Cameroon, those below the poverty line account 
forr 51 percent of the population and according to the Summit, they need access to 
creditt to enhance their economic opportunities. However, reaching this group is not 
easy.. In order to ensure that the poorest people are reached, the Summit promotes 
toolss that have been successfully used by some microfinance programmes to achieve 
thiss objective. In Latin America the CAS HP OR networks of microfinance institutions 
hass developed and use what is known as the CASHPOR House Index (CHI) to reach 
theirr target clientele. The CHI uses external housing conditions as proxies for poverty. 
Anotherr tool called the Participatory Wealth Ranking (PWR) promoted by the 
Microcreditt Summit makes use of a community's own definitions and perceptions of 
povertyy and employs rigorous crosschecking methods to ensure consistency and 
accuracyy of results. Cameroon microfinance institutions do not use any of these tools 
too identify their target poorest population. The fact that most schemes are located in 
rurall  areas where there is a high incidence of poverty is taken as a justification that the 
poorestt are being reached. Eligibilit y criteria are simple: individuals join a small 
groupp and many small groups come together to form a network or a microlending 
scheme.. In addition to such strategies, policy changes in the 1990s included various 

233 ARMS meeting was held in October 8-12-2000 in Harare -Zimbabwe; the APRMS was held in 
Februaryy 1-5-2001 in New Deli and the Latin American Summit was held on October 9-12-2001 in 
Puebla,, Mexico. 
244 During the Twelfth Ministerial Conference of the Non-Aligned Movement (New Delhi, 4-8 April 1997), the 
Ninthh South Asian Association for Regional Cooperation Summit (Male, 12-14 May 1997), the Organisation of the 
Africann Unity Summit (Harare, 2,3 June 1997), the Group of Seven statement on economic and financial issue 
(Denver,, Colorado, 21 June 1997) etc. 
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reformss of the laws on cooperatives and freedom of association that encouraged the 
creationn many financial services in both rural and urban areas by the poor. 

2)) Reaching and Empowering Women: There is a consensus in the country 
thatt women can be a great source of development potential in their communities. 
Givenn minimal support, women can make great contributions to their families, their 
communitiess and the country in general. Many cooperatives and other credit and 
savingg schemes have been created at all levels of Cameroon society in order to 
improvee the participation of women in financial networks. The Ministry of Women's 
Affairss promotes the establishment of women groups in all areas of the county. In 
addition,, to prove their readiness and willingness to support women, some key 
ministriess such as the Ministry of Agriculture have set up special units to ensure that 
theirr projects using micro finance reach women, especially very poor women more 
effectively. . 

Whilee it is easy to measure how many women microcredit programmes reach, 
feww tools have been developed to measure the level of women's empowerment. In 
fact,, in Cameroon, as in other countries, it is taken for granted that women will be 
empoweredd by having access to micro finance. As already mentioned in the previous 
chapter,, empowerment is a new concept in the country. By making the empowerment 
off  women an explicit goal, the Microcredit Summit has helped to place this concept 
onn the national agenda. It is no longer enough for micro credit institutions to reach 
poorr women they must also empower them. However, the empowerment of women 
throughh micro finance is still a marginal objective especially as most local 
practitionerss take for granted that microfinance institutions that seek to alleviate 
povertyy also empower women. This is despite warnings such as those raised by the 
Unitedd Nation Capital Development Fund (UNCDF): 

Evenn where women's access to microfinance has been established, the virtuous spiral 
off  access and empowerment for women is not automatic. Making financial services 
availablee to women client without adapting those services to the special constraints 
andd coping strategies that arise from women's multiple social roles, misses the 
opportunityy to achieve both significant outreach and economic and social 
empowerment. . 

Inn Cameroon, the goal of empowering women is explicitly mentioned by 
smallerr micro credit schemes such as the NCCWDET which focuses primarily on 
women.. However, more is needed if microfinance in Cameroon is to play more than 
economicc role. As Adams et al note, empowerment is about, 

Muchh more than access to money. It is about women gaining control over the means 
too make a living. It is about women lifting themselves out of poverty and 
vulnerability.. It is about women achieving economic and political empowerment 
withinn their homes, their villages, and their counties. (Adams et al, 2000:9) 

3)) Building Financially Self-Sufficient Institutions: Following the standards 
sett by donors, microfinance institutions in Cameroon have to plan right from the 
outsett for their financial self-sufficiency, especially when they want to mobilize 
outsidee funding to start their lending activities. To achieve this goal, microfinance 
schemess should be able to improve their efficiency and use interest rates and fees to 
enablee them to cover their operating and financial costs. Even the large majority of 
locall  microfinance institutions that do not have access to outside funding have 
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neverthelesss been designed to be fully consistent with the Summit's second goal. 
Theyy all strive to ensure their long-term survival. With a few exceptions, micro loans 
chargee interest rates and measures are taken to minimize loan defaults and ensure 
loanss are repaid. Most are based on traditional savings schemes such as the rotating 
savingg and credit associations to build their lending capital base. Other schemes such 
ass the Mutuelle Communautaires de Croissance (MC2) have devised additional ways 
off  attracting savings deposit from the communities. For instance, to increase their 
lendingg fund, they invite the external elite from a locality to invest in the microfinance 
schemee in their villages. 

4)) Ensuring a Positive, Measurable Impact on the Lives of Clients and 
theirr  Families: While it is accepted that access to microfinance enables the poor in 
generall  and women in particular to gain access to more resources than they had 
before,, the Microcredit Summit Plan of Action has also sought to ensure that the 
impactt on the clients and their families could be measurable and visible. It is no 
longerr enough to assume that microcredit wil l automatically have positive impact on 
thee poor. This goal is crucial especially in a country such as Cameroon where 
microfinancee has been within the background of growing poverty and gender 
inequality.. However, there are still few impact studies to confirm that income is 
increasing. . 

3.4.22 Enhancing women's contribution to poverty alleviation 
Inn Cameroon, donors, development agencies and the government recognize 

thee links between women's economic activities and the eradication of poverty. It is 
noww widely accepted that the economic, social and political advancement of women is 
criticall  to breaking the vicious circle of poverty. An in-depth report produced by the 
Worldd Bank (1995) implicitly draws a link concerning the gender gap between 
womenn and men in areas such as education, employment, and property rights etc by 
pointingg out that reducing gender gaps in basic rights, access to resources and 
economicc opportunities will help to achieve effective development as well as more 
rapidd economic growth, better governance and higher levels of well-being. The IF AD 
(1999)) also shows that gender inequality hurts not only girls and women, but also 
otherr members of society. The strategy has been to strengthen or promote market-
orientedd activities and to ensure women's control over resources and income as a 
meanss of alleviating poverty and empowering women. Donors are helping poor 
womenn to set up micro credit schemes. 

Forr instance, the United Nations Populations Fund (UNFPA) is involved in 
providingg microfinance loans for women in Cameroon. Although the main concern of 
UNFPAA is with population issues, it uses micro credit loans as an avenue for 
introducingg information on reproductive health through involving women's groups, 
communityy leaders and opinion leaders (Drolet, 2000:1). The project started in 1995, 
andd adopted an integrated approach to credit delivery that included training and 
marketingg assistance with credit linked to social development activities in 
reproductivee health. Women were required to attend training and information sessions 
onn reproductive health and family planning education before receiving a microfinance 
loan.. Among the various reasons for which the UNFPA supports micro credit is that it 
'transformm women's status, self-perceptions and opportunities; and offers an 
opportunityy to provide or to facilitate the provision of Maternal Child Health and 
Familyy Planning education and services, as appropriate in response to women's 
perceivedd needs" (Drolet, 2000). In the framework of the traditional programme to 
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alleviatee poverty, the World Bank has assisted small agricultural producers by 
providingg them with revolving funds for farm projects. 

3.53.5 Mainstreaming the Poor into Formal Financial System (2000-) 
Althoughh microfinance is increasingly becoming crucial in the country, the 

factt remains that demand for financial services by the poor far exceeds the supply. 
Withh that situation replicated in other developing countries, efforts have shifted to 
findingg ways of ensuring that the vast majority of the poor are reached with financial 
servicess on a sustainable basis. Commercialisation has been one of the means to 
achievee that objective. Commercialisation is promoted because of the benefits it is 
assumedd to provide to the microfinance programmes and their borrowers. It gives the 
lendingg scheme independence from donors and the borrowers as well as a sustainable 
sourcee of finance. However, commercialization is not a straightforward process. 
Accordingg to Otero & Rhyne (1994:17) it is a process consisting of four levels: 

Thee first level is associated with traditional highly subsidized grants and soft loans 
too help the micro credit program cover the operating expenses and to establish a 
revolvingg loan fund. This is the level at which most micro credit institutions find 
themselvess at inception. Except for credit unions which are member-driven and 
self-helpp financial institutions in which members agree to save their money 
togetherr and to make loans to each other at reasonable rates of interest, almost all 
otherr forms of micro credit programs have benefited from grants and subsidies in 
variouss forms since their inception. 
Ass the programme grows, level two of self-sustainability is reached and subsidies 
noo longer provide the major part of the institution's capital fund. However, grants 
andd subsidies are still required to cover some aspects of the operations such as 
training. . 
Att level three, the programme matures and is able to reach a large clientele. At 
thatt stage, most subsidies are eliminated. 
Levell  four is reached when the programme is fully financed from savings of the 
clientss and funds raised at commercial rates from formal commercial institutions. 
Att that higher level, the institution is able to charge interest rates to cover the cost 
off  its operations. Only credit unions and very few microfinance institutions such 
ass the BRI unit desas of Indonesia are at that level of self-sufficiency. 

Somee of today's successful micro financial institutions such as the Grameen 
Bankk and the Kenyan Rural Enterprise Program (K-Rep) that are considered as having 
achievedd financial sustainability went through a long period of rather heavy 
subsidization.. For instance, it is argued that the Kenyan Rural Enterprise Program (K-
rep)) went through 15 years of subsidy dependence before attaining self-sustainability. 
Donorss are not expecting the new breed of microfinance institutions to follow the 
samee path. In fact, new schemes are expected to become financially self-sustainable 
withinn 3 to 7 years. 

Achievingg financial sustainability and reaching large masses of the poor is 
moree difficult for countries like Cameroon. As already stated, microfinance in 
Cameroonn emerged when efforts from donors had shifted from providing for a long 
periodd of generous financial support for the establishment of new schemes to 
supportingg the expansion of existing ones. In comparison to the experience of 
microfinancee programmes in other countries such as Bangladesh at similar stage of 
development,, a relatively small amount of subsidies has reached low-income 
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borrowerss in Cameroon. With barely a decade in existence, even fewer microfinance 
institutionss operating in Cameroon have reached the level of self-sufficiency. Most 
schemess built on informal financial systems are already used by microentrepreneurs. 
Exampless are the credit cooperatives or the rotating and savings associations. As in 
otherr countries the regulatory framework for microfinance in Cameroon focuses on 
thee requirements of building profitable microfinance institutions, notwithstanding the 
underlyingg goal of microfinance to help the poor fight poverty by assisting them to 
createe jobs. As a result, the main emphasis has been on developing a regulatory 
frameworkk that ensures the sustainability of the microfinance sector. The majority of 
microfinancee institutions in Cameroon are non-governmental organizations registered 
ass financial cooperatives. As such, their main source of loanable capital comes from 
thee savings of their members. Although most of these microlending institutions are 
veryy small and limited to small geographical areas, the regulatory framework aims to 
ensuree that they provide sustainable financial services to the poor. They have to be 
registeredd with the Ministry of Finance and are placed under the supervision of the 
Bankingg Commission of Central African States - Commission Bancaire de VAfrique 
CentraleCentrale French acronym - (COBAC)25. However, savings and credit cooperatives 
operatingg in Cameroon are not yet allowed to mobilise savings from the general 
public. . 

Commercialisationn also refers to commercial banks servicing the micro 
financiall  markets. Despite the increasing awareness that the poor can be profitable 
borrowers,, few formal financial institutions such as banks are penetrating this market. 
Inn Cameroon only one commercial bank is servicing the micro financial markets 
throughh the establishment of a network of microfinance schemes. Slowly, a handful of 
otherr commercial banks have begun mobilizing savings from the low-income poor 
althoughh they still refrain from providing their poorer clients access to credit. 

Anotherr way to increase the volume of funds available for lending to the poor 
iss through formalisation or the transformation into formal financial institutions. In 
Cameroonn a special regulatory framework has been developed by COBAC to 
supervisee the microfinance institutions. However no microfinance institution is 
seekingg transformation into formal financial institution. Most microfinance lending 
schemess are too small and lack the financial sustainability necessary to graduate into 
formall  banking. Although none of the micro credit institutions operating in Cameroon 
mobilizee savings from the general public, the issue of regulation has been extremely 
importantt from the start. All financial cooperatives must be registered and comply 
withh the regulations on microfinance institutions. By so doing, the micro financial 
sectorr is put on the continuum of the system of financial intermediation. Most 
microfinancee institutions in Cameroon require their borrowers to save before applying 
forr loans. These savings are used as loan guarantees . This approach of requiring 
memberss to save first before being eligible for loans provides three main benefits to 
thee lending scheme. First, mobilising savings can help strengthen the financial self-
sustainabilityy of the institutions by providing large volumes of funds that can be used 
forr lending. Contemporary micro credit programmes are required to mobilise savings 
fromfrom their members to increase their loanable funds. Second, as the volume of savings 
mobilisedd increases, the institution can reduce its dependence on grants, subsidies 
and/orr external borrowings. It is arguably a stable and cheap source of funds which 
allowss an institution to engage in community-based financing as opposed to financing 
thatt may be subject to the priorities of donors. Third, the mobilisation of savings, 

255 Regional regulations have been developed by the Banking Commission of Central African States 
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whilee providing members and clients of credit programmes with opportunities to save, 
cann be a powerful means for the lending institution to expand the financial frontier 
(VonPishke;; 1991). 

Itt was the issue of savings mobilization that prompted concerns about 
regulatingg the micro finance sector. Initially, the growth of microfinance institutions 
wass based on the lack of regulations. Informality and flexibilit y allowed small-
localizedd programmes to benefit from external funding while using various 
innovationss to reach large numbers of borrowers. However, as Greuning et al (1999) 
explains, , 

Thee issue of regulations become a problem when a micro lending institution has 
reachedd a critical mass of outreach and financial viability are attained can liabilities 
bee safely raised from public, through institutional transformation into licensed formal 
bankingg institutions subject to prudential regulation (Greuning et al 1999:9). 

Therefore,, the need to regulate the microfinance sector stemmed from the 
desiree to safeguard the soundness and stability of the banking and financial system for 
thee sake of the rest of the economy. With the growth of some of these institutions to 
hugee proportions, reaching large masses of borrowers, the issue of regulation became 
increasinglyy important. On the one hand, in order to mobilize funds from the private 
andd public sectors, microfinance institutions have to comply with some prudential 
standardss and guidelines. On the other hand, regulating microfinance institutions is 
importantt in order to protect the institution's clients from losing their savings, 
especiallyy when the microfinance institutions begin to mobilize voluntary deposits 
beyondd certain thresholds. The issue of regulating microfinance institutions can be 
seenn as a way of effectively putting the microfinance sector on the continuum of the 
systemm of financial intermediation. Regulations aimed at helping microfinance 
institutionss evolve into formal financial institutions. Despite the fact that 'only a 
handfull  of microfinance NGOs have developed sufficiently to transform into licensed 
bankss or financial institutions, donors, multilateral financial institutions and their 
agenciess have been promoting the regulation of MFIs at the global level. The process 
off  changing from an NGO to a regulated financial institution is known as the 
formalizationn of microfinance institutional structures. The rationale for formalisation 
stemss from the need to be able to mobilize funding beyond the donor community. 
Transformationn into a regulated financial institution is assumed to attract investors, 
suchh as private individuals and commercial banks, who are interested in maximizing 
thee returns on their investments. Formalization can also bring benefits in the ability to 
mobilizee large funds, economies of scale and scope, protection, etc (Ledgerwood 
1998:109;; Gonzales-Vega et al 1997:13). 

Ass already mentioned in the previous section, Cameroon joined the 
microfinancee bandwagon when attention was focused on expansion, outreach and 
workingg toward sustainability. Although the industry is still in its infancy, 
microfinancee institutions currently operating in Cameroon have no choice but to 
followw the trends being set globally. The approach of the Cameroonian government to 
expandingg the outreach of microfinance falls within the global financial sustainability 
paradigm.. Donors have greatly influenced the process of developing the regulatory 
frameworkframework for microfinance. Changes in the laws of non-governmental organisations 
andd the laws on cooperatives, the reforms of the financial sector and more specifically 
throughh the development of the regulatory framework for microfinance have been 
developedd with the help of donors or with their recommendations. The improvement 
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off  the environment in which small private enterprises and microfmance could thrive 
begann with the removal of policies and regulations that were biased against small 
privatee enterprises. Legislative reforms in 1990 and 1992 facilitated the establishment 
off  non-governmental organisations and resulted in the creation of large numbers of 
communityy groups. In addition to groups formed by the poor themselves, the 
governmentt through the Development Cooperation Department and the Ministry of 
Sociall  Affairs and Women Affairs helped the establishment of more than 3000 
communityy groups. 

Inn 1992, the law on Cooperative Societies and Common Initiatives Group 
(CIG)) aimed for the development in rural areas of savings and credit networks closer 
too the clients. Since then, there has been a rapid expansion of credit institutions in the 
formm of agricultural credit cooperatives and other specialised financial institutions. A 
Microo finance Unit within the Ministry of Economy and Finance, with the function of 
receivingg and to processing licensing applications as well as to providing support to 
thee microfmance institutions in an effort to help them function effectively under the 
neww regulations, has been created. The unit is also in charge of monitoring and 
supervisingg those microfmance institutions. The COB AC is responsible for approving 
andd supervising of the microfmance industry. In a study carried out by the 
Internationall  Fund for Agricultural Development(IFAD), it is noted that most of the 
supportt of micro credit focuses mainly on the alleviation of poverty. Take for 
instance,, two projects funded by the Canadian International Development Agency 
(CIDA)) aimed at addressing the problem of increasing poverty in the country. CIDA's 
interventionn in microfmance involves the strengthening of institutions which 
contributee toward credit and other income-support services for the poorer segments of 
society.. The two projects funded by CIDA target women in existing projects, notably 
inn planning, management and decision-making. Both projects' pursue a poverty 
reductionn goal by improving the socio-economic activities of women. The purpose is 
too give women the means to take control of their lives, and to build partners technical 
andd financial management institutions (CEC-PROM)26. CIDA also promotes the 
participationn of women within the Cameroon Cooperative Credit Union League 
Limitedd (CAMCCUL). It has financed the creation of two microfmance schemes 
targetedd only at women. 

3.63.6 Conclusion 
Thiss chapter has examined the evolution of microfmance using the 

genealogicall  method. That method has helped to highlight the changes in the policies, 
practicess and discourses that have shaped the nature of microfinance today. As this 
chapterr suggests, the evolution of microfinance and more specifically the targeting of 
thee poor in general and of women in particular with microfinance is not a natural 
outcomee of market forces. That targeting is a socially organised pattern of 
accumulationn and distribution which involves a new method of inclusion and 
exclusionn of certain sections of the populations. When the conclusion is drawn from 
impactt studies that microfinance empowers women, there is a silence on the role 
playedd by the Bretton Woods institutions, the donor community, governments and 
financiall  institutions in affecting local power relations. Those actors through their 
fundingg and the various kinds of support, they provide, are able to exercise a 
considerablee amount of power. They exercise a power through the groups they select 

266 CEC-PROM stands for Caisse d'Epargne et de Credit des promotrices (Promoters' savings and credit Union) 
CEC-PROMM in Douala and CEC-PROM Mature in Yaounde. 
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too support, how long to support them and in what way. Making credit available to the 
poorr and to women has the potential to generate change not only in women, but also 
withinn the overall social context. During the 1950s and throughout the 1970s, 
microfinancee was used as a tool to promote agricultural production and small-and 
mediumm scale enterprises. The rural credit institutions created during that period 
marginalisedd women. In the late 1970s, when it was first considered for women, the 
emphasiss was on demonstrating the legitimacy of women's economic activities and of 
microo enterprises. During the 1980s, the emphasis shifted to demonstrating that 
womenn were good repayment risks who save and repay their debts despite the high 
interestt rates. That period also coincided with one of deepening economic crisis, debt 
problemss as well as with the implementation of structural adjustment programmes in 
mostt developing countries. Efficiency also applied to the use of funds. Many donors, 
bilaterall  and multilateral institutions began supporting microfinance projects but with 
ann emphasis on achieving outreach and sustainability. In the 1990s, global poverty 
increasedd and women emerged as important contributors in the fight against poverty. 
Thee link was made between poverty alleviation and the empowerment of women and 
thee basis for women's inclusion in access to credit widened to reaching the 'poorest of 
thee poor'. As women were increasingly seen as empowered, more responsibilities 
weree shifted to them. 

Ass we can see the emergence and evolution of microfinance is a historically 
specificc creation, serving the interest of a particular group at a particular time. This 
brieff  review aims to raise a number of points that will be considered in the remaining 
chapters:: how does microfinance regulate the population? How does it discipline 
borrowerss to produce for the market? How does it provide the means for resistance? 
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