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Thee Regulatory power of Microfmance 

Chapterr  4. The Regulatory power  of Microfmance 
Inn most studies of microfmance, there is an implicit tendency to construct 

microfmancee as automatically empowering. Considerable effort is made to shift the 
perceptionn of the poor in general and women in particular as powerless to portraying 
themm as powerful agents that are able to change power relations in society as a result 
off  their access to small loans. The result is a tendency to underplay the role played by 
governments,, donors and multilateral institutions in enacting laws, adopting policies 
andd programmes that affect not only the welfare of the population, but also the way 
individualss are able to get access to resources to improve their lives and become 
involvedd in the development process of their countries. In Cameroon, biased lending 
policiess and practices and discriminatory access to credit both to include or exclude 
particularr segments of the population in the development process especially when 
theirr participation is deemed politically and/or economically useful. For instance, in 
thee post-independence era, the government targeted credit and other productive 
resourcess to farmers in order to promote and boost the production of cash crops that 
wass the main source of government income. Attempts by the Cameroon government 
too regulate and control their populations to make full use of their country's economic 
potentiall  to the benefits of development read very much like Foucault's concept of 
bio-politicss of the population which he argues is the means whereby governments 
thinkk of their populations not as subjects but as resources. Foucault argues that bio-
politicss of the population enables governments to control and regulate populations to 
thee requirements of capitalist development. As already stated, this research takes a 
globall  approach to microfinance and therefore assesses some of the laws and 
regulationss that affect the ability of various groups of people in Cameroon society to 
participatee and benefit from the development process. Microfinance did not develop 
inn the vacuum. In fact, the lack or inadequacy of certain government policies and 
practicess constrained certain individuals and groups participation and in so doing, 
helpedd to reinforce power gaps. This chapter focuses on the policies and practices of 
Cameroon'ss government and that of donors and how these affect the development of 
microfinancee in the country and more particularly, how these policies and practices 
sett standards of normalisation that influence how the poor and women shape their 
lives.. The analysis also tests the hypothesis that microfinance works as a regulatory 
powerr inscribed in the policies and practices of the government and aimed at reaching 
thee poorer sections of the population, discipline and regulate their entrance in the 
developmentt process. 

Theree are six sections to this chapter: the first section looks at the rationale for 
thee adoption of microfinance in Cameroon. Section two examines microfinance as a 
mechanismm for inclusion and exclusion by focusing on who is the clientele and how 
andd why this particular group of people are targets of microfinance. The third section 
analysess the process of the inclusion of microfinance and its clients, particularly 
womenn in the financial system and the implications for the borrowers' quest for 
power.. The fourth section looks at the microfinance discourses especially the ways 
thesee discourses promulgate new technology of interventions, new target groups and 
neww policies. Section five assesses the process of feminisation of microfinance in 
Cameroonn and what that means for women's empowerment. Section six provides a 
conclusion. . 
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4.14.1 Rationale for the Promotion of Microfinance 
Inn Cameroon the preoccupation with the issue of development and how to 

involvee various sections of the population began during the mandate era with the 
enactmentt of policies such as the one on the cooperative movement7. Despite this 
longg history this section focuses on the policies and practices of the Cameroonian 
governmentt over the years. It first briefly looks at the series of five-years 
developmentt plans that guided the economic development of the country up til l the 
latee 1980s; second, it examines the role of the cooperative movement in regulating the 
participationn of low-income individuals in the development; third, it assesses the 
rationalee for regulating microfinance and finally, the rationale for promoting women's 
accesss to microfinance 

4.1.11 Brief overview of government's policies towards the poor 
Thee prevailing development paradigm adopted by Cameroon right after 

independencee used the twin concepts of 'planned liberalism' and 'self-reliant 
development'.. Planned liberalism began immediately after independence and was 
basedbased on the concept that the country's rapid economic growth needed the active 
involvementt of the private sector on the one hand, and the direct involvement of the 
Statee in the economy on the other hand (ERC 198128). The State considered its role as 
thee guarantor of the general interest and, consequently, had the duty to mobilize, 
coordinatee and steer efforts toward progress. Through a self-reliant approach to 
development,, the government aimed to rely primarily on the available national 
resourcess to ensure its development. The economic management of the country took 
shapee in the form of five-year development plans that stated concrete programmes of 
actionss to be followed by the government. Altogether, Cameroon elaborated six such 
five-yearr plans that are briefly examined below. 

a)) The First five years development plan (1961-1965). 
Thee immediate post-independence period was characterized by great economic 

expectations.. The aim was to double the national revenue per capita within 20 years. 
Too achieve this objective, the first plan sought to jump-start the industrialisation of the 
countyy through heavy public investment in large-scale industries and the development 
off  the country's economic infrastructure. Although the population of Cameroon at 
independencee was mainly rural, the plan only allocated 18.8% of its expenditure on 
rurall  development. Policies aimed at bringing rural people into development centred 
onn the promotion of export production, which was seen as the main instrument for 
increasingg the income of the population. In 1962, the Ministry of Cooperatives and 
Communityy Development was created to support efforts aimed at strengthening 
agriculturall  production through cooperatives. The government assisted cash crop 
farmerss by granting subsidies in the form of agricultural inputs including credit, 
collectionn and marketing of their products and provision of modern production 
techniquess in the form of new seeds, fertilizers and pesticides. 

Inn 1962, a department of Community Development was created at the Ministry 
off  Agriculture. The main objective of the Community Development department was 

277 The decree no.55/184 of 2 February 1955 on the statute of cooperative that gave the cooperative 
movementt an important place in the economic development of the Cameroon territory by enabling 
peoplee - particularly farmers - to get together to achieve commercial goals (collection and marketing 
off  their products) they would not be able to achieve on their own. 
288 Encyclopédie de la République du Cameroun (ERC) 
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too promote the participation of local populations into the mainstream economy 
throughh agriculture extension. However, extension services targeted mainly cash crop 
productionn where men were largely engaged. Credit figured prominently in the first 
developmentt plan. The Cameroon Development Bank was created as well as the 
Nationall  Investment Corporation (SNI) a government holding company that promoted 
investmentt by taking out shares in new industrial and commercial undertakings. The 
plann sought to extend the cooperative system with a view to promote a better 
remunerationn of producers and a better supply of agricultural input. At independence, 
theree were around 1300 mutual credit in existence but most of them were in the 
Centrall  area of Cameroon. The system of "Credit MutueF was instituted during the 
mandatee era and was seen as the first step towards the creation of cooperatives. By 
1963,, the first decentralised savings and mutual credit systems emerged. 

Thee first plan did not contain any specific policies aimed at supporting the 
economicc activities of Cameroonian women or improving their employment 
opportunities.. Although women played important roles in the agricultural sector as 
producerss of consumption food and free labourers in the cash crops sector, they were 
nott considered as important economic actors. Their reproductive roles were more 
important,, especially as women were perceived as the only group of people 'mentally, 
morallyy and physically able to ensure the well-being of the population' (PANIFED, 
1994:41).. At independence, Cameroon saw a growing population as another means to 
achievee a rapid development. The Plan considered population as a development issue. 
Thee plan assumed that 'the number and quality of the men who form a nation 
evidentlyy constitute one of the essential factors of the development of the nation and 
ass a result, took measures to promote population growth. As the United Nations Fund 
forr Populations Activities (UNFPA) notes, 

Cameroonn like many other African countries followed a pro-natalist policies aimed at 
rapidlyy increasing the population in order to make full use of the country's economic 
potentiall  (UNFPA, 1992:18). 

Effortss to promote population growth focused mainly on providing women 
withh welfare services. The plan stated that a well-nourished, healthy and well-
educatedd population was an effective instrument for economic growth. In this respect, 
womenn played an important role, particularly as they were seen as responsible for 
ensuringg the quantity and quality of the population. Women were targeted with 
welfaree services to ensure that they were better mothers and wives capable of 
supportingg a growing and healthy population. Training was provided to women to 
improvee family planning29, better nutrition and healthcare for their families. 

b)) The second five year development plan (1966-1971) 
Thee Second Plan stated that 85 percent of rural population were involved in 

agriculturall  production and consequently, emphasis was put on agriculture and rural 
development.. The plan sought to increase the purchasing power of the rural 
populationn as a prerequisite to development in all other sectors of the economy. To 
achievee this objective, measures were taken to improve the productivity of farmers. 
Subsidiess were provided to increase the use of new technologies such as fertilisers 
andd plant protection products. As already mentioned, the first special credit scheme 

299 Until the mid-1995, the aim of family planning was to promote responsible parenthood, ensure a 
properr spacing of pregnancy in order to lower infant mortality rates, in addition. Abortion was 
forbidden,, and large family rewarded by the government. 
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thee CAPME was created in 1970 to provide credit to small and medium scale 
enterprises.. Efforts were also taken to mobilize local savings rather than continued 
reliancee on foreign borrowing30. As Delancey (1989) notes, "there was greater 
emphasiss on locating Cameroon savings of funding rather than continuing reliance on 
foreignn borrowing"(Delancey; 1989:118). Cooperatives were encouraged to mobilize 
savingss from their members. Again, the existing specialised financial institutions 
providedd credit and agricultural services mainly to men while women continued to be 
targetedd with welfare services. In 1969, the first centres for the promotion of women 
weree created. These women focused on training to be better mothers and wives and 
supportedd their responsibility for ensuring the "Quantity and quality" of the 
population. . 

c)) The Third development Plan (1971-1976) 
Thee implementation of the first two development plans resulted in a steady 

growthh in per capita income, savings, credit and investment. Most of the objectives of 
thee two previous Plans were reinforced as the Third plan still aimed to double the 
revenuee of the country by 1980. In terms of financing development, the strategy was 
too use domestic savings, taxes, and the high returns that could be obtained from the 
exportt of cash crops as the main source of funds. In 1973, the cooperative laws (law 
No.. 73/15 of 7 December on the Statutes of Cooperatives in Cameroon) transformed 
thee cooperatives into legal entities. In 1974, another change was brought to the 
cooperativee societies with the aim of promoting their potential in assisting their 
memberss to create and develop income-generating activities and employment, gain 
accesss to markets and to institutional finance, increase savings and investments and 
improvee social and economic well-being of their members31. According to Delancey, 
"theree was greater emphasis on locating Cameroon savings of funding rather than 
continuingg reliance on foreign borrowing" (Delancey; 1989:118). It was during this 
thirdd plan that the government began to pay attention to the productive roles of 
women.. In fact, this Third Development plan, coincided with the emergence of the 
Womenn in Development (WJD) whose research showed that women were 
marginalisedd by development. To remedy the marginalisation of women, WID 
proposedd that they needed to be 

Att least integrated into the market economy, producing goods and services which 
wouldd ensure an income for them and would contribute to the development process as 
measurablee by GNP (Moser 1993:154). 

Thee WID's first policy approach sought to remedy women's marginalisation 
inn development through intervention aimed at achieving equity between the sexes. 
WEDD research showed women's productive roles were crucial for the family's 
survivall  and wellbeing. As a result, development interventions targeting women 
focusedd on raising their efficiency and productivity. In the spirit of the equity 
approach,, the Cameroon government sought to promote the equal participation of 
womenn in development by creating in the Ministry of Agriculture a department for 
Women'ss Agricultural Activities. This department provided women in rural areas 
withh agricultural extension services in order to raise their productivity. It also trained 
womenn in home economics, nutrition, and family welfare and started promoting 

Thee second plan is considered the real first plan developed by Cameroon because the first one was 
designedd and funded by the French. 
311 Instruction no.74/DT75 of 12 September 1974. 

66 6 



Thee Regulatory power of Micro finance 

women'ss participation in rural cooperatives. In 1975, a desk in charge of the 
promotionn of Women was created within the directorate of social Development within 
thee Ministry of Social Affairs32. It was during the Third Plan that the FONADER was 
createdd in 197333. In 1975, the same year the First World Conference on Women in 
Mexicoo City took place, Cameroon set up a Ministry of Social Affairs. 

d)) The fourth development plan (1976-1981) 
Thee Fourth Plan coincided with the First Half of the First Women's Decade by 

thee United Nations. At the time, most developing countries were entering into 
economicc crises that resulted in growing poverty. Poverty was defined as poor 
nutrition,, inadequate shelter and low health standards which in turn affected the 
qualityy of life and productivity. The large majority of women in the Third World were 
identifiedd as 'the poorest of the poor' and considered a very important target group for 
thee eradication of poverty. Following the World Bank's agenda of eradicating 
poverty,, the WID shifted its approach, linking the source of gender inequality to 
povertyy rather than to subordination. Consequently, policies targeted at women sought 
too reduce their poverty by focusing on the promotion of income generating activities. 
Thee provision of credit was an important component of this approach. 

Thee Fourth Plan also coincided with the emergence of the first micro lending 
schemess that were been established around the developing world to provide poor 
womenn access to credit in order help them engage or expand their income generating 
activities.. While many countries experimented with various type of credit 
programmess targeted at women, Cameroon had no such specific lending schemes. In 
fact,, during the mid-1970s and early 1980s when donors poured fund to develop 
womenn targeted credit programmes in many developing country, Cameroon shied 
awayy from implementing such programmes. One reason for this absence is that in 
contrastt to most developing countries that were experiencing economic crises by the 
beginningg of the mid-1970s due to the oil crisis, Cameroon during the same period 
wass just beginning to enjoy exceptional economic growth. Oil reserves had been 
discoveredd and production began in 1978 providing the government with extra 
revenuess with which to strengthen its policies towards the poor. With more financial 
resourcess at its disposal, the government intensified its programmes for the 
advancementt of the rural population. The government expanded the cooperative 
movementt around the country. In each province, apex organisations for various 
cooperativess were created or strengthened to promote major export crops. Cther 
cooperativess such as SOCAPALM, SOFACAM, CAMDEV, SEMRY, HEVECAM, 
SODECAO,, SODECOTTON, CDC, CENADEC and UCCAO targeted exclusively 
exportt crops. While some women participated in some of these cooperatives as 
discussedd by Delancey (1977) in his study the CDC cooperative, the large majority of 
womenn as already mentioned remained marginalised from the cooperatives as they 
weree predominantly engaged in food crop production. Other institutions tried such as 
thee women's wing of the political party in power began establishing the "Maisons de 
lala Femme" or women's centres to train women in income-generating activities, 
providee education in home economics, family planning etc. The government's 
policiess for the promotion of women were carried out within some key ministries: 
agriculture,, education and social affairs. The Ministry of Agriculture continued to 
targett women with extension services. The Ministry of Social Affairs also developed 

'22 Comité National pour la Preparation de la Conférence Mondiale sur la Femme - Beijing 1995 (p. 12) 
;?? FONADER was created under article 39 of the Ordinance no.73/24/1973 
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programmess to train multipurpose rural motivators working to improve the living 
conditionss of most rural women. Training targeted at women included education in 
sociall  health, home economics etc. The Ministry of Youth and Sports also established 
aa Bureau of Women's Programs Training in charge of training instructors and 
motivatorss in subjects such as literacy, housekeeping, legislation as well as organising 
handicraftt exhibitions. Between 1960 and 1980, the GDP of the country increased 
tenfold,, passing from 101 billion CFA Francs in 1960 to over 1,100 billion in 
1979/80,, making Cameroon one of Africa's economic success stories. 

e)) The fifth Plan (1981-1985). 
Byy the elaboration of the Fifth Plan, Cameroon was enjoying steady economic 

growthh with an average annual GDP growth rate of over 5 percent. By 1981, per 
capitaa GNP was US$880 and was considered one of the highest in sub-Saharan 
Africa.. However, problems began in 1983 with the sharp declines in coffee, cocoa and 
oill  prices. This Plan coincided with the emergence of the Gender and Development 
approachh that attempted to shift the focus from women to the relations between 
womenn and men in the household, in the market, the state and other areas of social 
life.. The focus on gender meant that the different experiences, needs, opportunities 
andd constraints men and women faced as a result of their socially ascribed gender 
roless were looked at with the goal of improving the welfare of the whole community. 
Too demonstrate the government's commitment to advancing the social and economic 
roless of women in the development process, a Ministry of Women's Affairs was 
createdd in 1984 by Decree No. 84/ 95 of 26 March 1984. 

f)) The Sixth Development Plan (1985-1990) 
Byy the beginning of the mid 1980s Cameroon entered an economic downturn 

movingg from being an economic success story to a country of declining economic 
growth.. As the economic problems deepened, Cameron began implementing its first 
adjustmentt programme in 1988 with the support of the IMF and the World Bank. 
Adjustmentt measures included: cutting back the growth of public expenditures, 
strengtheningg and broadening the government revenue collection, reforming the civil 
service,, liberalising trade, liquidating, privatizing and restructuring the parastatal 
sectorr and restructuring the banking sector. These measures effectively ended the 
implementationn of the Sixth Development Plan, which was the last in the series of the 
Fivee Year Development Plan undertaken since independence. One illustration of the 
cutbackss in public expenditure was the merger in 1988 of the Ministry of Women's 
Affairss and the Ministry of Social Affairs to form the Ministry of Social and 
Women'ss Affairs (MINASCOF)34. MINASCOF became the main national 
mechanismm for the integration of women in development. Women's Promotion 
Centress were created and were in charge of promoting women's associations, 
women'ss groups of economic interests as well as providing non-formal education and 
promotingg entrepreneurial spirit and other skills among women. 

Ass poverty increased, Cameroon switched its welfare approach to promoting 
developmentt to encouraging private initiative. Rather than individuals expecting the 
governmentt to provide them with most goods and services, the adoption of structural 
adjustmentt programmes signalled a new regime of power that sought the 
transformationn in people's attitudes. The new objective was to improve the 

Decreee No. 88/ 1281 of 21 September 1988 merged the Ministry of Women's Affairs and the 
Ministryy of Social Affairs and established the Ministry of Social and Women's Affairs (MINASCOF). 
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livelihoodss of the marginalised population by developing their local capacity and by 
promotingg the creation of self-employment. 

Withh increasing poverty in the beginning of 1990, major changes in the ways 
thee poor and other marginalised groups in society were included in the development 
processs were about to take place. These changes centered around a major set of 
reformss that set in motion the process of liberalising the laws on cooperatives and 
libertyy of associations. 

Ass this section suggests, cooperatives were the main tool used by the 
governmentt to increase not only the production of income of the rural population, but 
alsoo to promote their participation in development. However, these cooperatives 
mainlyy targeted the export production crops. Cameroonian women were somewhat 
marginalisedd by such policies as they were mainly involved in the production of food 
crop.. With the emergence of the economic crisis, the government began a series of 
liberalisationn programmes. Changes in the laws on the freedom of associations and on 
thee cooperatives have been crucial for opening access to large masses of poor to 
productivee resources and stimulating their participation to the development process. 
ForFor instance, law N° 90/12/90 relating to the formation and functioning of non-
governmentall  organizations (NGOs) has enabled individuals to organise themselves 
inn associations of various types to seek solutions to their problems. The new approach 
too development leaves the key decisions in the hands of Cameroonians themselves to 
takee action to improve their lot. 

Althoughh the law of freedom of associations was very important as it led to the 
creationn of many associations, NGOs, the next section focuses on the policies related 
too cooperatives, as they have been crucial in widening the poor's access to productive 
resources,, in particular financial resources. 

4.1.22 Policy Reform for  the promotion of Cooperatives 
Althoughh the roots of the cooperative movement can be traced back to the 

mandatee era, serious efforts to institutionalize cooperatives and use them as tool for 
thee regulation of people in the development of the county began in Cameroon right 
afterr independence. The government created and funded many cooperatives to 
promotee the production of export crops. However, despite their large number the old 
cooperativess failed to reach significant large group of producers. Their scale of 
outreachh was negligible as the large masses of small producers that should have 
benefitedd from their services remained outside their reach. In terms of depth of 
outreach,, that is their ability to reach the poorest farmers, state-run cooperatives also 
failedd to have any real impact. In addition, almost all these cooperatives failed to 
reachh financial sustainability. 

Thee beginning of the 1990s was characterised by many difficulties. First, the 
implementationn of structural reforms involved the withdrawal of subsidies to the 
agriculturall  sector, particularly to the state-run cooperatives. In 1990, many laws were 
passedd to strengthen the process of economic liberalisation. Most relevant in this 
researchh is the laws on freedom of association and the Law No. 92/006 of 14 August 
19922 on cooperatives societies and common initiatives groups that facilitated the 
establishmentt of decentralized financial institutions of a kind calculated to encourage 
entrepreneurshipp among the poor. This sub-section briefly reviews the 1992 
cooperativee law mainly because of its profound effect on the poor. It is an important 
laww because it liberalized the cooperative movement, and brought about significant 
innovationss aimed at the promotion, reorganization and strengthening of the poor and 
marginalizedd groups in Cameroon's society. 
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Cooperativess have been essential to the development of the country. They are 
cruciall  to reaching large masses of people, especially the most disadvantaged and 
marginalizedd sections of the populations. The new law brought about three important 
innovationss to the establishment and management of the cooperative movement in 
Cameroonn which are: the liberty of creation and establishment of cooperatives; the 
diversificationn of cooperative forms; the creation of savings and loans cooperatives 
andd that of common initiative groups. 

1.. Liberty in the creation and management of cooperatives 
Thee principles of voluntary and open membership are enshrined in the new 

law.. Section 2 of the 1992 law stipulates that: 

1.. Persons shall be free to set up a cooperative society or a common initiative 
group.. This shall be a right enjoyed by citizens who have attained legal 
majorityy or who have been granted waivers in accordance with the laws in 
force. . 

2.. No person may be compelled to join or prevented from joining a cooperative 
society,, common initiative group or union of such bodies. Membership 
withinn these bodies shall be governed by the provisions of their articles of 
associationn and shall not be based on ethnic or tribal background, political or 
tradee union affiliation, religion or philosophical convictions. 

3.. Persons shall be free to form and manage cooperative societies, common 
initiativess groups or unions. However, they shall abide by the laws and 
regulationss in force. 

Cooperativess established under the 1973 law were placed under the tutelage of 
thee Ministry of Agriculture that authorized the creation. In addition, the MINAGRI 
wass also in charge of the management of all cooperatives. In the new law, 
cooperativess are constituted only by declaration of the founding members who must 
applyy for a registration to the register of cooperatives and common initiatives groups. 

Sectionn 3 of the new law gives autonomy to cooperatives by removing any 
state'ss interference in the creation and management and control of the cooperatives 
andd stipulates that: 

Cooperativess and common initiative groups and unions thereof shall be autonomous 
privatee bodies belonging to their members who shall manage, fund and control them. 
Theirr activities shall be carried out without State intervention, subject to the 
provisionss of this law and its implementation decree, or to the agreements freely 
enteredd into and that may be freely denounced. 

Thee principle of autonomy and democratic control by the members of the 
cooperativess themselves is crucial. The previous law put the cooperatives under the 
authorityy of the Ministry of Agriculture that was in charge of controlling them. Under 
thee 1973 cooperative law, the involvement of the state in the management of 
cooperativess took shape in the appointment of the members of the board of directors 
byy the ministry of Agriculture. Consequently, public servants led many cooperatives. 
Inn the past, cooperatives were instruments used by the Cameroon government to 
deliverr inputs and other services to the population; with the new law, they are meant 
too help their members pool their capital and other resources in order to enable them to 
carryy out profitable self-help activities they could not probably easily undertake as 

355 Law no.92/006 of August 1992 relating to cooperative societies and common initiative groups. 
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individuals.. As a result, members should have complete autonomy in the management 
off  their activities. Section 26 gives the cooperatives the ability to control themselves 
internallyy under the committee of Surveillance. 

2.. Diversification of cooperative forms. 
Thee 1992 law allows many forms of organization. People can join themselves 

intoo cooperatives, common initiative groups or even thrift and loan societies as long 
ass the activities they are involved in are designed to satisfy the priority needs of the 
intendedd members. 

(1)) Cooperative Societies 

Anotherr important innovation in the 1992 law on cooperatives and common 
initiativee groups is the complete liberalization of the activities of cooperatives. Rather 
thann being limited to agricultural activities as was the case in the past, any form of 
cooperativess are allowed in any branch of economic activity as long as they fulfil l the 
needss of their members. Section 8 of the 1992 law defines the cooperative as: 

AA group of individuals or corporate bodies who freely enter into partnership in order 
too attain common goals by setting up an enterprise which is managed in a democratic 
mannerr and to which they are bound by a contract which shall, in particular, lay down 
thee rules governing: their activity with the organization; the equitable distribution of 
itss capital; and profit- and risk-sharing in the said branch of activity 

Thee 1992 law aims to empower individuals to use cooperatives as effective 
instrumentss for democratic and participatory development. By promoting democratic 
principles,, the new law wanted cooperatives to enable their members to increase their 
participationn in local decision-making, helping them to cooperate more fully in the 
developmentt of their communities and to exert pressure, where necessary to improve 
theirr conditions. Sections 32 and 33 make it less likely for cooperatives to be 
dominatedd by management elites. To form a cooperative, at least 7 members are 
required.. The founding members must provide a social capital; have a president and 
vice-president,, a board meeting, a committee of surveillance etc. Cooperatives must 
bee registered in the registries of Cooperative Societies and Common Initiative Groups 
inn their Province and in the National Registry. The law also promotes the merging of 
cooperativess into networks of cooperatives not only to create horizontal links, but also 
verticall  ones. 

(2)) Common Initiative Group 
Articlee 49 of the new law defines common initiative groups as "Organizations 

off  economic character and social nature set up voluntary by individuals having 
commonn interests and working together as a group". Common initiative groups are 
simplifiedd forms of cooperatives. Only five members are required to form a common 
initiativee group. The common initiative groups should also be registered in the 
registriess of Cooperative Societies and Common Initiative Groups in their Province 
andd in the National Registry. In addition, common initiative groups have the 
possibilityy of growing to become a cooperative. 

Onn the whole, the 1992's law relating to cooperatives societies and common 
initiativee groups promoted the important role of cooperative in transforming the 
informall  activities of poorer population and helping their integration into mainstream 
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economicc life. It also provided the means for the hitherto disadvantaged and 
marginalisedd section of Cameroon's population to begin changing power relations in 
theirr communities. As associations, the cooperatives and common initiative groups 
weree tools individuals could use to come together and achieve goals that they would 
nott achieve on an individual basis. These associations have the potential to increase 
economicc benefits by increasing the bargaining power of the group. They can be used 
too broaden the economic opportunities of members by enabling many individuals to 
enterr the market, and create employment for themselves. The registration procedures 
weree simplified making the cooperatives and common initiative groups the most 
suitablee institutional forms for rural development. These associations became an 
easierr way for people to organise and help themselves. They held high potential to 
facilitatee local resource mobilisation helping to strengthen their members' capacities. 
Thee result was the emergence of a large variety of cooperatives and common initiative 
groups.. In fact, many self-help groups took their legal framework from the 1992 law 
andd its decree of implementation. Cooperatives also have the express right to apply 
forr grants, legacies and subsidies from national and international institutions. 
Legislationn on cooperatives in 1992 opened new possibilities for rural organizations and 
gavee formal recognition to a number of organizations, particularly the CIGs (Common 
Initiativee Groups), but also groups with common economic interests. These cooperatives 
andd common initiative groups could become important mechanisms for expanding the 
levell  of resources flowing within local community thereby helping the poor to improve 
theirr economic participation and welfare. 

(3)) Thrift and Loans Cooperative Societies 
Thee enactment of the law of 1992 on Cooperatives made it possible to create 

savingss and loans cooperative societies in Cameroon. Article 42 of the 1992 law 
stipulatess that savings and loans cooperatives' main purpose is to promote savings 
amongg their members, to create a source of capital in order to provide credit at 
moderatee interest rates to their members and to offer their members complementary 
financialfinancial services of savings and credit in the conditions fixed in the articles of their 
associations.. The new law also encouraged the thrift and loan cooperatives could 
mergee to form a union of savings and loan cooperatives. The ability for any groups of 
individualss to set up thrifts and loan cooperatives has been an important innovation 
forr the poor who were up til l then excluded from access to formal financial services. 
Thiss ability to set up financial cooperative societies enabled informal financial 
institutionss such as tontines and njangi the ability to become cooperatives when they 
reachedd a certain size. 

(4)) Economic Interest Group 
Inn 1993, another law was passed to regulate a new type of organisation: the 

economicc interest group36. An economic interest group can be formed for the 
exclusivee object of putting in place for a specific duration all the means necessary to 
facilitatee or develop the economic activity of its members, or to increase income from 
thee said activity. The main aim is to ensure the sustainability of their economic 
activities.. Only two members are required to form this type of organization. An 
economicc interest group can undertake one or many economic activities37. Similar to 

ibib Law n° 92/015 of 22 December 1993, Law no.92/006/of 12 December 1993 on Economic Interest 
Groups s 
377 Many women have been able to form various economic interest groups in order to ensure the 
sustainabilityy of their economic activities. 
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cooperativess and common interest groups, the contract forming the economic interest 
groupp should freely determine its organization and functioning. For economic interest 
groupss it is not compulsory to have an initial capital. 

Ass we have seen three important pieces of legislations have been crucial in 
wideningg access to financial resources to the poor in Cameroon: 

First,, the 1990 liberty of association that led to the emergence of many self-
helpp associations and non-governmental organizations working with the poor; 
Second,, the 1992 cooperative societies and common initiative group law that 
facilitatedd the development in many areas of a proximity cooperatives and 
savingss and loans networks, as well as a large variety of common initiative 
groups;; and 
Third,, the 1993 law enabled the creation of a variety of economic interest 
groups. . 
Inn addition, the government created the Central Unit for Rural Organisation 

Reformm (CUROR) to inform the population about the law and train group members 
providingg support to farmers and to register cooperatives. 

Manyy NGOs as well as a large number of women's groups were formed. The 
Departmentt of Development Corporation has helped organized around 1000 women's 
groupss while the Ministry of Social and Women's Affairs helped the establishment of 
almostt 2000 women's groups38. By June 1995, about 6,064 cooperatives had been 
registeredd (World Bank, 1995:8)39. Many savings and loan cooperatives such as the 
"Mutuelle"Mutuelle Communautaire de Croissance" (MC2), and many women's associations 
suchh as the Femmes volontaires pour la promotion de I'education populaire a la 
democratie,democratie, a la paix et au bien-être économique (VEPDEF) or SOS Women have 
beenn established under the 1992 law. The establishment of many projects aimed at 
facilitatingg the poor and women's access have accompanied the proliferation of 
savingss and loan cooperatives to financial services. For instance, in 1991, the 
Canadiann International Development Agency (CIDA) initiated and funded the 
Productivee Micro-projects for Women (MPPF-I, II) in the localities of Sa'a and 
Zoetelee with the aim 'improve the socio-economic conditions of women'. The 
purposee of the project were: 

Too give women easier access to productive credit and the training they need 
too start up and develop their economic activities; 
Too strengthen the Cameroon Cooperative Credit Union League (CamCCUL) 
too integrate productive microflnance practices for women. 

Thee first phase of the MPPF-Cam began in 1991 and ended in 1997. The 
Secondd phase (1997-2000) sought to develop the economic activities of women 
throughh savings and loans cooperatives (CEC-PROMs) in the urban areas of Douala 
andd Yaoundé. The Third phase (1997-2000) sought to support the CEC-PROM in 
rurall  areas. The project has also enabled the creation of linkages between the two 
CEC-PROMss and CAMCCUL network to benefit from the management and proven 
administrativee procedures and supervision of the network. 

Thee MINASCOF works with women at village level through extentionists who promote the 
organisationn of women in the areas of food security, family health and education, income generating 
activitiess and savings and credit. 
399 CUROR has been placed under the Ministry of Agriculture 
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Proliferatio nn of rura l financial institutions 
Inn 1995, the World Bank carried out a study on the rural financial markets in 

Cameroonn with the objectives of: 

Providingg an overview of the current supply of and demand of financial services in 
rurall  areas; assessing the policy environment's readiness to promote rural finance; 
highlightingg current best practices among rural financial institutions (RFIs); and, 
identifyingg possible avenues for effective public and private intervention in the 
developmentt of rural financial markets (World Bank, 1995:1). 

Thee study also identified seven most active networks of rural finance institutions: 

1.. The Cameroon Cooperative Credit Union League (CamCCUL) created in 
19688 is the largest rural financial institution in Cameroon. It operates in seven 
outt of the ten provinces of the country and has significant outreach in rural 
areas,, especially in the English-speaking part of the country (WB, 1996:33). 
Thee Credit unions are registered as savings and credit cooperatives under the 
19922 Cooperative Law. They provide a relatively diversified range of credit 
andd savings products. Before been granted a loan, members have to save for 3 
too 6 months. CamCCUL grants loans for any purpose, and most members 
borroww to satisfy their social needs (education, health and home 
improvement).. Members cannot borrow more than 3 times the volume of their 
deposits.. The savings and the deposits of a cosigner are used as collateral. 
Loanss carry an interest rate of 18 percent a year and the loan maturity range 
betweenn 6 to 18 months. By 1995, CamCCUL had 213 branches with a total of 
91,6899 members of which 23 percent were women. 

2.. The Financement d'Investissements de Micro-Realisation Agricole et 
CommunautairesCommunautaires (FIMAC) - is a credit component of the Food Security 
Projectt financed by a World Bank loan and implemented by the Ministry of 
Agriculture.. The FIMAC project operates in every province of the country. 
FIMACC does not offer saving facilities and does not finance inputs to 
agriculture.. The FIMAC credit scheme provides interest-free loans to 
communityy groups of 3 to 20 members to finance productive agricultural 
activities;; the commercialization of agricultural products and community 
infrastructuree related to agriculture. The number of women clients was 
betweenn 30 - 40 percent. By January 1999, FIMAC has financed a total of 
28744 loans in ten provinces. Problems such as loan delays in approval process, 
complexityy of application procedure and lack of follow-up of projects limit its 
outreach. . 

3.. The 'Mutuelles Communautaires de Croissance ' (MC2) emerged in 1991 
withh the cooperation of a local commercial bank the Afriland First Bank, 
formallyy known as Caisse Communautaire d'Epargne et d'Investissement 
(CCEI)40.. The Mutuelles Communautaires de Croissance (MC2)41 are mutual 
communityy banks registered as association of a financial nature under the 
19900 Law dealing with associations. They are set up and run by the local 

400 In January 2002, CCEI changed its name to Afriland First Bank. 
411 MC2 signifies that 'Victory over Poverty (VP) is possible on condition that the Means (M) and 
Competencee ( C) of the Community ( C) are put together. Hence, the formula: VP = M x C x c = MC2 
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communitiess with the technical assistance of the Afriland First Bank. Afriland 
Firstt Bank is a local private commercial bank which in an effort to build 
institutionall  capacities for micro and small business financing began creating 
thee MC2 in 1992. The MC2 members are typically farmers, animal breeders, 
housewives,, handicraftsmen, small traders, groups and associations. By 1996 
thee MC2 had a total of 14 branches all located in rural areas with a total 
membershipp of 3316 individuals. The success of MC2 is to a large extent 
attributablee to its innovative approach to microfinance delivery. As most 
microfinancee institutions operating in rural areas of the country, the MC2 do 
lendd to women, however, the average loan size for women's business is 
smallerr than for men. Savings mobilization and credit provisions are the core 
servicess provided by the "Mutuelles Communautair es de Croissance". Non-
financiall  services such as training in business development, marketing or 
welfaree services are not provided. MC2 offers both individual and group 
lending.. In order to be eligible for loans, individuals have to be members of at 
leastt six months, be of good morality, have at least two guarantors or co-
signerss and not have any other loans. Loans are granted for any purposes: 
schooll  fees, wedding equipments, inputs or home improvement. Productive 
activitiess are predominant. Additional conditions are required for productive 
loans.. Financing projects requires a presentation of a viable project proposal 
andd a personal contribution of at least 20 percent of the cost of the project. 
Suchh personal guarantee can be in the form of cash or in nature. Collateral is 
requiredd for any type of loans. Loans terms do not exceed 2 years. The 
Lendingg rates are below market rates, between 10 and 12 percent a year. 
Repaymentt rates are 98 percents on average the lowest being 90 percent. 
Comparedd to the FLMAC and CamCCUL, MC2's borrowers are wealthier; 
theyy receive an average loan amount of more than CFAF 1 million. 

4.. The Postal Savings Bank42 is a network consisting of around 250 branches 
locatedd all over the country. The aim of the postal banks is to mobilize savings 
andd to educate people about savings and banks. Postal banks do not grant 
creditt to its customers, but rather to the government. It's importance lies 
mainlyy in its ability to reach to poorest of the poor and helping them to save 
andd accumulate wealth. Savings are considered to be a powerful tool for 
povertyy reduction. As a result, they are able to reach large number of people, 
particularlyy the small depositors in rural areas. 

5.. The SODECOTON is a state-run development corporation created in 1974 to 
promotee cotton production in the Far North and North provinces. 
SODECOTONN targets more than 300,000 small cotton producers and provide 
themm with financial and non-financial services. SODECOTON's financial 
programmee extends loans to its members. Credit is mainly in kind, in the form 
off  inputs such as fertilizers, equipment and animal (World Bank, 1996:42). 
Loanss are interest-free. Since 1980, SODECOTON has supported the creation 
off  village-based associations to improve the repayment rates. These village 
associationss are in charge of assessing credit and supervising production. 

422 The first Postal Savings Banks were established in Cameroon in 1939 
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6.. The Fonds Commun d'Appui aux Organisations Financières de Base 
(FOCAOB)) is a cooperative supported by a Cameroon-based NGO "Service 
d'Appuid'Appui aux Initiatives Locales de Développemenf (SAILD) . FOCAOB 
initiatedd in 1995 a network of mutual savings banks in rural areas known as 
CaissesCaisses de Base (CABA). FOCAOB receives grants from foreign NGOs to 
financee the schemes operating costs. At the time of the World Bank study, 
theree were 22 CAB As all located in rural areas in four provinces (Centre, East, 
Southh and West) with around 1,07 members. Although the outreach is small, 
thee CABAs reach the poorest people as indicated by the average savings per 
memberss (approximately CFAF 13.550 or $23). The female participation was 
alsoo high in the CABA with women forming 42 percent of the members (WB, 
1996:42).. FOCAOB uses the saving-first methodology that requires members 
too save before been eligible for credit. It is trying to reach a national coverage. 
Interestt rates on loans are 18 percent per years and loan maturity cannot 
exceedd 18 months. 

7.. The "Centre International de Development et de Recherche" (CIDR) - is a 
projectt financed by the "Caisse Frangoise de Développment "(CFD) and 
implementedd by CIDR and the Ministry of Agriculture. The aim of the project 
iss to create mutual village savings in order to develop savings and credit in 
rurall  areas and to provide training in these subjects. CIDR subsidizes the start-
upp costs and the members build their loanable funds from their own 
contributions.. At the time of the study, the mutual banks had not yet started 
creditt operations. However, plans are to offer loans for income generating 
activitiess secured with collateral and carrying interest rate of between 2 to 4 
percentt per month. In terms of potential outreach, the study noted that there 
weree many constraints associated with the mutual bank. Some of them 
includedd the lack of rural groups and cooperative spirit in some areas and the 
generall  reluctance to become members of village banks. 

Manyy small credit programmes have been established by NGOs to finance 
micro-enterprisess in urban and rural areas. Exemples are the Micro-Projects 
Productifss en Faveur des Femmes au Cameroun (MPPF) financed by the Canadian 
NGO;; the Association pour Ie Soutien aux Femmes Entrepreneurs (ASAFE); SOS 
Women,, NWCDT etc. Most of these credit programmes were small and focused on 
smalll  areas. 

Thee various networks of rural financial institutions as well as the small 
independentt credit schemes should be seen as the institutional forerunners of today's' 
microfinancee institutions44. While the number of such schemes proliferated, their 
developmentt occurred outside the boundaries of the legal and regulatory framework 
forr financial intermediation. Some cooperatives began to take advantage of the 
inadequaciess in the legislation. The absence of proper regulation led to the growing 

433 SAILD or the Support Service for Local Development Initiatives is mainly involved in rural 
developmentt projects that promote and strengthen farmers' organisations and activities. It publishes a 
magazinee that disseminates information and provide forum for discussion to farmers and development 
workers.. Themes covered include: nutrition, food processing, food and cash crop production, animal 
husbandry,, handicrafts and small enterprises. 
44 In 1996, these credit institutions were not referred to as microfinance institutions, but rather as rural 
financee institutions. It is only with the COBAC's regulation that they were defined as microfinance 
institutionss (or more precisely microfinance establishment). 
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numberr of unsound microfrnance institutions and facilitated fraudulent practices. As 
thee World Bank (1996) study pointed out, the 1992 law did not include a way for 
regulatingg and supervising they new institutions. Although a regional banking 
supervisoryy agency - COB AC - was established in 1990, it still had limited means to 
enforcee its decisions (WB, 1996:15). Corruption, and mismanagement became a cause 
off  concern and prompted efforts at developing an appropriate legal and regulatory 
frameworkk that could enable the emergence of sustainable rural lending institutions. 
Inn 1998, a new law was enacted aimed at strengthening the operations of the 
COOPECss as well as requiring that all savings and credit cooperatives be licensed by 
thee MINEFI under the agreement the COBAC who was given the power to control 
andd inspect the COOPECs (Ernst & Young; 2001:6)45. 

Thee Decree no.98/300/PM of 9 September 199846 setting out the modalities 
forr the exercise of savings and credit cooperatives was promulgated to remedy the 
situation.. It placed cooperatives under the Ministry of Finance and defined the 
requirementss for their registration and oversight. Before this decree, only a statement 
off  existence filed at the Ministry of Agriculture and confirming issuance of a 
certificatee of registration authorised the holder to operate a savings and loan activity. 
Too exercise savings and loan activities, the monetary authorities would license 
microfrnancee institutions. Within the new law, all savings and loan cooperatives had 
too register with the Ministry of Finance who must issue an authorization to start 
operatingg a savings and loan activity only after approval from COBAC. 

Thee end of the 1990s saw micro finance institutions as the preferred and most 
accessiblee sources of financial services for many small and medium-sized 
entrepreneurs.. The government even pinned its hopes on them for promoting growth. 
Ann IF AD study notes "the Government of Cameroon has opted to support the development 
off  MFIs as a key component of the programme to restore the country's growth " (IFAD, 
1999:9). . 

Itt is within this context that the government began putting in place measures to 
regulatee the operations of rural institutions. Between 1992 and 2000, 836 COOPECs 
weree registered of which 449 had applied for the agreement at the Ministry of 
Economyy and Finance. 

4.1.33 Regulatory framework for  microfinance 
Ass already suggested, microfinance institutions had flourished in an 

environmentt lacking supervision. With a growing number of savings and credit 
institutionss abusing the regulatory vacuum, the government drafted in 1999 (with the 
supportt of IF AD) a National Microfinance Policy Paper (Lettre de politique). Its first 
proposedd principle was to enact and enforce legislation and regulations that would 
alloww for diversity and creativity in microfinance activity, but also provide the 
necessaryy safeguards to protect small depositor's money. It is within this context that 
thee EFAD (1999) study concludes that, 

Thee time has therefore come for the Government of Cameroon to invest in: 
(a)) Policy formulation and enforcement of regulation to develop and institutionalize 
MFII  policies, processes and systems and ensure an adequate focus on rural areas and 
low-incomee people; and 

455 This decree modified and completed the law no. 92/006 of 14 August 1992 relating to cooperative 
societiess and Common Initiative Groups. 
466 Cameroon Tribune No. 7279 of 31/01/2001, page 2-3. In 2001, the decree no. 2001/023/PM of 29 
Januaryy modified and completed the decree no. 98/300/PM of 9 September 1998. 
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(b)) MFI development with carefully selected interventions targeted at the 
strengtheningg and expansion of networks of MFIs and the extension of their services 
too rural areas and low-income people. (IFAD; 1999:12) 

Byy 1999, the government of Cameroon's ability to reduce poverty and ensure 
sustainablee rural livelihoods for its population depended on the availability of viable 
microfinancee services and networks. The government sought the help and funding 
fromfrom EFAD47 for a six-year National Microfinance Programme Support Project to 

Helpp consolidate and maintain a system of properly supervised microfinance 
institutionss with sustainable services accessible to all segments of the population, 
includingg those in rural areas, low-income people and women (IFAD, 1999:13) 

Thee project resulted in the production in April 2001, of a document relating to 
thee consolidation and promotion of microfinance as well as a National Microfinance 
Policyy Declaration (Declaration de la politique nationale de la microfinance (Avril 
2001).. On April 10 2001, a National Microfinance Committee (NMFC) was 
establishedd with as objective to bring together in regular consultations partners 
involvedd in the microfinance sector such as government agencies, donors and 
professionall  associations (MFIs networks and NGOs). A Microfinance Unit was 
establishedd in the Ministry of Economy and Finance to function as the focal point in 
implementingg the emerging government policy on microfinance and enforcing 
compliancee with regional regulations being drawn up by Banking Commission of 
Centrall  African States (COBAC). The Microfinance Unit functions are to receive and 
processs licensing applications and, following COBAC's approval and where 
appropriate,, help reorient MFIs to permit them to function effectively under the new 
regulations.. It also has the power to monitor and supervise MFIs. The regulatory 
frameworkk sought to reorient, restructure and expand the microfinance sector. It also 
soughtt to create linkages with the wider financial system, first, by creating strong, 
viablee and controllable networks that are transparent and accountable. It also aimed to 
openn up prospects for bringing into the country's development efforts the huge 
resourcess currently outside the reach of formal and semi-formal institutions. In short, 
thee regulatory framework sough to integrate the urban and rural poor into sustainable 
savingss and credit systems that was expected not only to improve their income levels, 
butt also to help reduce poverty and promote growth. 

Inn 2000, the government formulated a National Policy Declaration for 
Microfinance.. The policy and strategy for the consolidation and promotion of 
microfinancee aimed to create an appropriate enabling legislation for the operations of 
microfinance.. In 2001, a major effort was taken to rid the microfinance sector of 
cooperativess operating outside the law. To achieve this objective, the regional 
institutionn COBAC has been assigned the full range of powers to undertake off-site 
andd on-site supervision and issues prudential regulation. In Cameroon, COBAC 
sharess responsibility with the Ministry of Finance for licensing new banks and has the 
authorityy to sanction credit institutions, to revoke banking licenses and to decide on 

IFADD provided a loan of $13.54 million to Cameroon government 
488 The banking supervision in Cameroon is organized at the regional level to cover the six countries 
Cameroon'ss trade policies and practices are, to a large extent, determined regionally under the 
"Communauté"Communauté économique et monetaire de l'Afrique Centrale" (CEMAC), which includes the Central 
Africann Republic, Chad, Equatorial Guinea, Gabon and the Republic of Congo. The Central African 
Statess Bank (BEAC) regulates the sector through the "Commission Bancaire de l'Afrique Centrale" or 
thee regional banking commission (COBAC) established in 1990. 
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liquidationn of banks. Although COBAC was established in 1990, it is only in 2002 
thatt it acquired the adequate authority to regulate and supervise the activities of the 
microfinancee sector. 

Inn Cameroon, COBAC's main objective is to strengthen the regulatory 
frameworkk in order to ensure the development of sustainable microfinance institutions 
ablee to provide long-term financial services to all individuals both in urban and rural 
areass of the country. As the World Bank points out, a regulatory framework 
determines: : 

(i)) The legal status of non-bank financial institutions; 
(ii )) Deposit interest rates, 
(iii )) On-lending interest rates, 
(iv)) Equity requirements for financial intermediaries, 
(v)) Savings mobilization limitations, 
(vi)) Supervisory standards, 
(vii )) Reporting and 
(viii )) Reverse requirements (World Bank; 1997:12)4 . 

COBACC is responsible for registering, issuing permits to, regulating and 
supervisingg whenever appropriate, the different types of microfinance institutions 
operatingg in Cameroon. The regulatory framework prepared by COBAC defines the 
scopee of permissible activities for credit cooperatives. It points out that institutions 
involvedd in microfinance should be known as ''Etablissement de microfinance" 
(EMF)) or 'Microfinance Establishment". COBAC restricts the use of the name "bank" 
onlyy to entities legally organized or licensed as such. In order to ensure significant 
outreachh to low income individuals, COBAC regulation encourages a range of 
institutionss to enter the market and expand. COBAC broadly classifies microfinance 
institutionss under three categories: 

(1)) Category one 
Thiss category consists of institutions that mobilise savings from the members 

whichh are then used to provide credit exclusively to its members. These are 
membershipp organizations sometimes raising money from shares as well as deposits. 
Theyy are large and open to new members and should be legally registered as 
cooperatives.. Because they only serve their members, there is no minimum capital 
requirementt for MFIs operating under this category. The large majority of MFIs, 
especiallyy the independent one such as SOW and VEPDEF have applied for this 
categoryy of license. 

(2)) Category two 
Thiss category includes institutions that collect savings and provide credits to 

otherr people. Microfinance institutions in this category are licensed to mobilize 
savingss and lend to the general public. The authorization to carry out fund 
mobilizationn activities from the public came with related requirements to comply with 
prudentiall  standards and guidelines. The minimum capital requirement is CFAF 50 
million. . 

(3)(3) Category three 

499 A Review of the World Banks Micro-Finance Portfolio (FY91-96). May 1997. The Consultative 
Groupp to Assist the Poorest (CGAP) 
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Thiss category consists of microfinance institutions that provide credit to others 
withoutt mobilizing savings. They cannot mobilize savings. Their aim is to offer high 
dividendss on investors' funds. The minimum capital requirement is set to CFAF 25 
million. . 

Thee regulatory framework for microfinance includes measures ensuring the 
soundd governance and accountability structure. The framework also puts pressure on 
alll  organizations providing financial services even informal ones to seek registration 
att an early stage. It also clarifies when any institution is to graduate to the higher 
level.. COBAC created a system of regulation of the general conduct of individuals 
wherebyy everything would be controlled to the point of self-regulation, without the 
needd for intervention. It seeks to promote significant outreach to low-income 
entrepreneurs.. Help to ensure that the appropriate legal, regulatory and supervisory 
structuress and incentives are in place. 

Byy 2001, the Ministry of Economy and Finance in collaboration with COBAC 
hadd licensed 279 cooperatives and saving societies (of which 235 were of CamCCUL 
network)) and 44 independents (Ernst & Young; 2001:15). Another study by the 
Ministryy of Economy and Finance (2001) notes that around 387 microfinance 
institutionss operated outside the existing law and regulations (MINEFI Sept 2001). 
Thee regulatory framework for microfinance entered into application in 2002. Most 
cooperativess have applied for their agreement and are waiting for the result. Through 
thee various policies and practices, the government has increasingly regulated the 
participationn of the hitherto marginalised sections of the population in the 
developmentt process by making credit more accessible to them. 

Ass this section suggests, access to financial services to poor people has been 
widenedd following the government's inability to continue to provide subsidized 
servicess and products to various groups in society. While the 1992 law on 
cooperativess broadened the opportunities for the hitherto marginalized groups in 
societyy to get access to financial resources helping to increase their opportunities, the 
regulatoryy framework for microfinance is creating different categories of schemes 
whichh can be differently integrated in to the formal financial sector. 

4.1.44 Rationale for  supporting women's access to microfinance 
Inn recent years, various reasons have been advanced for supporting the access 

off  microfinance to Cameroonian women. Some of these reasons include poverty, 
commitmentt to gender equity, empowerment and integration of women in mainstream 
economy. . 

a)) Poverty argument 
Althoughh considerable efforts have been made during the last decade in terms 

off  the promotion of women status, the fact remains that Cameroonian women make 
upp a disproportionate percentage of the marginalized groups in society. They have 
limitedd access to financial services. The number of women living in poverty has risen 
overr the last years. As poverty deepens, poorest households have been forced to rely 
onn women's income for their survival. Examples from around the world show that 
microfinancee helps women to improve their productive capacity to alleviate poverty. 
Womenn have shown that they can successfully use small loans to increase their family 
incomee and to gain some autonomy for themselves. In the Strategy for Poverty 
Reductionn elaborated by the government in 1998, one of the four measures was that 
specificc action would have to be targeted at women and other structurally vulnerable 
groupss (Ernst and Young; 2001:6). 
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b)) Integrate women into the mainstream economy 
Ass in many countries, Cameroonian women have for a long time seen their 

activitiess excluded from mainstream economic policies. Consequently, microfinance 
iss assumed to help women to move in the market place, to be able to control their 
businessess and to have more control over their own money. Women's activities 
tendedd to be seen as subsistence activities and considered non-productive and non-
entrepreneurial.. The contribution of women's enterprises to economic development 
hass been recognized. A study of the Ministry of Women's Affairs (MINCOF), 
recognisedd women's contribution and the fact that microfinance could help to 
promotee the growth of these activities. By promoting and increasing entrepreneurship 
amongg women, microfinance strengthens women's businesses, integrating them 
furtherr in the national economy. Microfinance aims to increase the production of 
women'ss activities. Women microenterpreneurs can use microfinance to increase their 
profitabilityy and growth potential. It provides access to women in order to expand 
theirr activities and by doing so, raise their economic status and help eliminate 
poverty. . 

c)) Benefits to the families 
Microfinancee helps to increase the borrowers' income. It helps to promote 

entrepreneurshipp among women. The increase in income has helped women to 
increasee their contribution to the household well being. With access to microfinance, 
womenn are able to ease their family's vulnerability especially when the husband's 
earningg has declined. Many studies stress microfinance as an effective tool for 
povertyy alleviation. Many researches show that women tend to spend more of their 
incomee in their households and as a result, providing them access to credit wil l 
improvee the welfare of the families. In addition, to the provision of financial services, 
somee microfinance schemes organize counselling and train their members on HIV/ 
AIDSS issues. 

d)) Substitute for social welfare 
Thee increased earning power of women enables them to spend more on their 

healthh as well as their health, education and nutrition of their children. Microfinance 
helpss to increase the resources available to the family for investment in nutrition, and 
education.. One of the reasons for which microfinance is supported is that it enables 
womenn to take care for themselves and as a result, act as a substitute for the welfare 
servicess the government would have otherwise provided. In Cameroon, suggestions 
aree made for microfinance schemes to include special loans for emergency situations 
inn the services they provide to women. Many microfinance schemes are including 
microo insurances loans in their products to deal with crises when they occur. There is 
ann inherent danger of promoting microfinance as a substitute for the provision of 
sociall  provision. Local microfinance schemes are including services such as 
emergencyy loans to enable the members to fend for themselves. 

e)) Closing the gender gap or commitment to gender equity 
Accesss to credit is promoted in Cameroon an important tool for the struggle to 

closee the gender gap. Targeting women in the country is seen as important both 
becausee women have been marginalized from access to credit and because they face 
constraintss unique to their gender. Raising the status of women in their communities 
nott only is a commitment to achieve gender equality, by also as important for 
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promotingg equitable and sustainable development. Since the 1990s the government 
hass been moving toward a gender-sensitive service delivery. Efforts have been made 
too promote schemes specially targeted at women. Realizing that women tend to be 
marginalizedd in mixed microfmance groups such as in the Credit Unions, the 
governmentt and donors have adopted measures to reach women directly. CEC-PROM 
iss an example of such an effort. CIDA and the gender fund is one example of effort to 
adoptt financial services to the special gender constraints faced by women in order to 
achievee greater outreach and economic and social empowerment (IFAD; 1999: 12-
13).. A significant proportion of members of the major networks are women (25% in 
CAMCCUL,, 35% in the MIFED village banks, 34% in rural savings and credit 
cooperativess (COOPECs), 31% in urban quasi-banks and 17% in MC2). Many, 
perhapss a majority, of the informal financial institutions (tontines, njangis) are groups 
madee up entirely of women. In addition, many NGO-initiated microfmance 
programmess with innovative features are almost wholly targeted at women. Although 
theree are many women-focused microfmance institutions, most remained small. 

f)) Empowerment of women 
Inn Cameroon, the cooperative structure is the basis of microfmance. It fosters 

assertiveness,, self-confidence and enables the poor to identify their own needs and 
priorities.. Through organization in cooperative, women are able to increase their 
bargainingg power. There is an increasing recognition of the fact that in addition to 
credit,, women need non-financial services such as entrepreneurship training. In order 
too help women achieve economic and political empowerment in society, they need to 
bee able to have control over the use of the loans. They also need to have access to 
markett and microfmance. These needs are supported on the grounds that it would help 
too create new opportunities rather than being only about money. Microfmance is 
recognizedd as empowering the poor in general and women in particular. Through 
cooperative,, women are able to organize themselves, increase the awareness of their 
conditionn and act collectively to participate in the social, economic and political 
processess of the countries. Through microfmance, women are able to set up their own 
institutionss which they own and run by themselves. Ownership of their microfmance 
schemess is expected to empower women socially and politically. Women can use the 
cooperativess not only to negotiate with donors or the government. Similarly, 
microfmancee schemes offer women the opportunity to participate in wider community 
affairs. . 

Thiss section shows how through bio-politics, the Cameroon government has 
sincee independence regulated the population to fit the requirement of its development. 
Withh regards to policies related to the promotion of women, credit has ensured that 
womenn can increase their participation in the economic development of the country as 
economicc actors. Microfmance is helping to integrate women into development by 
promotingg in specific ways their participation in the market. One important point is 
thee various power relations at work in the process of regulating the population and 
development.. Governments, donors or multilateral agencies use credit and more 
specificallyy microfmance in order to transform and control the population. Since the 
unsett of the economic crisis in the mid-1980s and the adoption of structural 
adjustmentt programmes that combined to reduce government revenues and 
consequentlyy its ability to provide for its citizens, the new power regime is to regulate 
thee poor to take care of themselves. The government is promoting self-help 
developmentt by reducing their dependence on government assistance. The poor have 
too rely on themselves, more importantly, on their savings capacity. Until 2002, 
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microfmancee operations in Cameroon were largely unsupervised. Microfmance 
institutionss were operating within a setting devoid of prudential norms. The banking 
laww did not even provide the basics of a regulatory framework, such as the definition 
off  micro loans. 

4.24.2 Microfinance as a mechanism of exclusion and inclusion 
Thee previous section has examined the rationale for the provision of 

microfinancee to the poor in Cameroon. This section looks at the practices of 
microfmancee that help to regulate the inclusion of particular segments of the 
populationn in the development and the impact of such practices on power relations. As 
alreadyy mentioned, is a example of Foucault's "biopolitic of the population", it is a 
regulatoryy power that is inscribed in the policies, legislation and the regulatory 
microfinancee framework governing the certain poorer segments of the population get 
accesss to financial services. How does the concept of microfinance work to privilege 
certainn activities and not others? Before looking at who gets access to credit and the 
impactt on them we first need to briefly look at the two main approaches to 
microfinancee that have been used throughout its evolution as this differently 
influencess not only the poverty alleviation but also the empowerment objectives. 

4.2.11 The integrated versus minimalist approach 
Accordingg to Ledgerwood (1998:64), microfinance institutions can provide 

fourr types of services to their clients. These are: financial intermediation, social 
intermediation,, enterprise development services and social services. Ledgerwood 
definess these categories as follows: 

Financiall  intermediation involves the provision of financial products and 
servicess such as savings, credit, insurance, credit cards, and payment systems. 
Financiall  intermediation should not require ongoing subsidies. 
Sociall  intermediation involves the process of building the human and social 
capitall  required by sustainable financial intermediation for the poor. Social 
intermediationn may require subsidies for a longer period than financial 
intermediation,, but eventually subsidies should be eliminated. 
Enterprisee development services entail the provision of no financial services 
thatt assist micro entrepreneurs. They include business training, marketing and 
technologyy services, skills development, and sub sector research/ analysis. 
Enterprisee development may or may not require subsidies depending on the 
willingnesss and ability of clients to pay for these services. 
Sociall  services involve the provision of non-financial services that focus on 
improvingg the wellbeing of microentrepreneurs. They include health, nutrition, 
education,, and literacy training. Social services are likely to require ongoing 
subsidies,, which are often provided by the state and its donor supporting the 
microfinancee scheme. 

Inn the world of microfinance, institutions that offer only financial 
intermediationn are known as 'minimalist' and those offering in addition to financial 
intermediationn other services such as social intermediation; enterprise development 
andd social services are known as 'integrated'. There is a debate as to the merits of one 
orr the other approach to making financial services accessible to the poor. Especially 
ass using either approach differently influences not only the power relations, but also 
thee sustainability of the lending schemes itself. 
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a)) The integrated approach to microfinance delivery 
Microfinancee institutions using this approach believe that in conjunction with 

credit,, other types of support should be provided to the poor. In addition to financial 
services,, which basically focus on the provision of sendees such as savings, credit and 
insurance,, they should also provide social intermediation aimed at building human 
andd social capital required by sustainable financial intermediation for the poor. They 
mayy also need to provide enterprise development services such as business training, 
marketingg and technology services and skill development that the micro entrepreneur 
mightt meet to improve their business; finally, other social services that focus on 
improvingg the well-being of micro entrepreneurs such as health, nutrition, education 
andd literature training might also be required (Ledgerwood, 1998:64-5). During the 
1970ss and 1980s, most of the new micro lending schemes began operations using the 
integratedd approach to lending. According to Otero & Rhyne (1994) the dominant 
integratedd approach involved the supply "of credit and training with the goal of 
enterprisee development (Otero & Rhyne 1994:11). 

Thee underlying assumption for using the integrated approach was that 
poorr women lacked marketable skills, had limited educational skills and were poorly 
trained.. This hindered their abilities to access and use credit and ultimately their 
abilityy to work their way out of poverty. Experience around the world shows that the 
firstt generation of microfinance programmes used the integrated approach. For 
instance,, the Investment Fund for Agricultural and Community Micro-Enterprises 
(FIMAC)) was a World Bank-sponsored programme that began in Cameroon in 1991. 
Itss main objectives were to promote food security in the country as well as increase 
thee living standards of rural farmers. In addition to financing agricultural and other 
communall  micro-projects, FEMAC pays for the training and supervision of groups it 
finances.. The training was initially provided by the ministries of MINEPIA, 
MINASCOF,, and MINAGRI and later by some non-governmental organisations. 
FIMACC paid the NGO for the provision of training. 

Whilee programmes such as FIMAC used the integrated approach to help the 
rurall  poor get into self-employment, increase their income and empower them, the 
approachh has been with a number of problems. One of them is the tendency to rely on 
subsidiess from government and donors. While the provision of non-financial services 
iss costly and may require subsidies for a longer period than financial intermediation, it 
iss recommended that eventually, all subsidies should be eliminated. In general, most 
microfinancee schemes have limited fund. Although they might recognise the need to 
trainn their members in order to ensure the better utilisation of the loans, experience 
hass shown that the provision of most non-financial services, especially those related 
too social services, rarely become sustainable financially. Because such services are 
welfaree in nature, the target population is not often expected to pay for them. Whether 
trainingg in health, nutrition, education, literacy, basic accountancy or training in the 
acquisitionn of new skills such as tie and dye, it is often provided for free. If the 
schemess cannot pay for the provision of such services and there is no donor or 
governmentt to subsidize the provision of such services, the only mechanism which 
cann be used by microfinance schemes to raise funding for such services is to charge 
highh interest rates on loans. However, such schemes are often reluctant to increase 
interestt rates. In the case of FIMAC, loans were provided without interests meaning 
thatt without subsidies from the sponsors of the project, such services could not be 
provided.. Beside, as Ledgerwood warns that, 
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Providingg financial and non-financial sendees may at times lead an institution to 
pursuee conflicting objectives, as it is often difficult for client to differentiate between 
sociall  services that are provided for free and financial services that they must pay for. 
(Ledgerwoodd 1998:66). 

Whilee the credit side of the programme became self-sustaining over time, the 
non-financiall  services tend to require long-term support. Experience also shows that 
trainingg in new skills or literacy programmes often took time and cost more than the 
simplyy delivery of credit. In addition, the impacts of non-financial services such as 
educationn or business development programmes, while crucial to the upward mobility 
off  the poor, are often difficult to measure or observe in the short-run. These impacts 
appearedd only after a long period of time, often when individuals are able to use their 
neww skills or when they have been able to invest in more risky ventures. 

Althoughh the integrated approach seems to offer a higher ability to empower 
theirr clients, credit schemes using it remain relatively small. Funding is usually small 
too enable the program to reach large number of people. Their continued dependence 
onn subsidies means they cannot count on economies of scale to be sustainable. More 
recently,, many donors and governments are becoming reluctant to continue 
replenishingg programmes that are failing to reach large numbers of borrowers. In fact, 
mostt funding for microfinance has increasingly become conditional on adopting a 
moree narrow conception of credit delivery. 

Theree is a shift toward the adoption of minimalist credit delivery despite the 
preferencee for the integrated approach by most microfinance programmes in 
Cameroon.. Due to financial constraint, microfinance institutions are limiting their 
activitiess to credit. Financial constraint also caused programmes such as the FIMAC, 
nott to provide training to almost one third of its clients (Ndemah Geraldine, 2001). In 
aa study of the FIMAC loan in Buea, Ndemah found out that out of 127 groups 
finances,, 34 had not received training as a result of a shortage of funds. 

Otherr programmes are switching to the minimalist approach as a condition 
gainingg access to funding. This is the case of microfinance schemes focused on older 
women,, especially those that depended on donor funding for the survival of their 
activities.. This situation is exemplified by the experience of the National Centre for 
thee Counselling and Women Entrepreneurship Development Training (NCCWEDT) a 
non-governmentall  organisation set up to work exclusively for women. At inception 
thee programme adopted an integrated approach to address the problems facing low-
incomee women in the area of Yaoundé where it operated. The original objective of 
NCCWDETT was to train women and girls in small business initiatives and income 
generation.. It then began to complement the training by giving small loans to women 
too help them use their new skills and start a microenterprise. Although members 
participatedd in savings, most of the loanable funds were externally generated. The 
capitall  base of the scheme was woefully inadequate to meet the needs of all the 
memberss let alone to finance the continuation of training especially during the last 
feww years since financial support was less forthcoming. In order to solve their capital 
inadequacyy issue, the management of the NCCWEDT decided to join the Grameen 
Network.. Becoming an affiliate of the Grameen Trust entails a switch from hitherto 
integratedd approach to credit delivery to a minimalist approach characteristic of 
Grameenn replications. The management sees in such an alliance the 'only' feasible 
alternativee as this would open the doors to financial support for both loans and 
training.. This experience is shared by other small microfinance schemes around the 
country.. Other schemes such as VEPDEF state that they are forced to limit their 
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activitiess to the delivery of credit due to the lack of fund to finance non-finance 
services.. They point out that women are particularly in need of receiving certain types 
off  training in order to further expand their businesses. 

b)) The Minimalis t approach to microfinance 
Microfinancee schemes using the minimalist approach focus mainly on the 

provisionn of credit and savings mobilization, insurance and pay less attention to non-
financiall  services such as training, marketing or other social services. Most 
microfinancee institutions using the minimalist approach are modelled on the Grameen 
Bank.. As opposed to the integrated approach that viewed poor women as lacking 
skillss and in need of training, the minimalist approach pioneered by the Grameen 
Bankk began with the belief that the borrowers have skills and knowledge about doing 
businesss in their local environment. Therefore, it found training patronising as it 
assumess that the poor have no skills. The Grameen model recognizes that the poor are 
nott entirely powerless. Microenterprises are viewed not as marginal, but as viable 
economicc businesses constrained by the lack of access to credit. As a result, the poor 
needd only access to small loans in order to start or to improve the productivity of their 
businesses.. However, because the poor still lack the traditional means to secure loans, 
thee Grameen Bank model relies on group solidarity to motivate repayment. It also 
usess compulsory savings requirements and intensive weekly repayments and meetings 
too train and educate them on lending policies and procedures. In addition, the 
Grameenn Bank views poor borrower risk and consequently offers simplified services 
andd charges full interest rates on loans (Webster & Fidler 1996). The advantage of the 
minimalistt approach is that its lending services could be cost effective and thus more 
sustainablee than the integrated approach. As a result international development 
organisations,, multilateral and bilateral agencies urged the various microfinance 
institutionss they support in developing countries to adopt the minimalist approach in 
deliveringg their financial services to the poor. Features of minimalist microfinance 
programmess have been turned into "best practices" in order to regulate the behaviour 
off  poor borrowers, improve the efficiency of lending and reduce costs. The 'best 
practices'' offer several recommendations to ensure high repayment and financial 
discipline.. According to the World of Microfinance, "best practices" are techniques 
thatt have proven the most effective for successful sustainable microfinance lending 
programmess around the world. Some of the techniques, include: 

-- Offering short term, small and repeated loans as they fit the needs of the low-
incomee entrepreneurs; 

-- Simplifying operations to reduce the cost by standardizing procedures, 
decentralisingg lending process, use staff from local communities etc; 
Relyingg on peer pressure and joint liability to motivate clients to repay loans 
andd charging full-cost interest rates and fees. 
Onee of the main benefits of the minimalist approach is that it tends to reach 

commerciallyy viable much quicker than the integrated approach. By focusing 
primarilyy on credit provision, they enable the institutions to cover their basic 
operatingg costs by servicing multiple client groups. Sustainability or the ability to 
coverr costs from internal revenues depends, among other things, on the size of the 
clientele,, the interest charged, and the level of operating costs. 

Thee debate between the minimalist versus the integrated approach is 
reminiscentt of the issue of whether non-financial services are necessary for women to 
bee empowered. The debate is not a fruitful one particularly as most comparative 
studiess of both approaches show both empower their borrowers. In fact, most 
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microfinancee schemes have experimented with one or the other approach, depending 
onn the specific stage they are in the course of their development. As experience 
shows,, minimalist credit programmes do not stay that way forever. They end up 
addingg on other services incrementally to their customers as shown in the experiences 
off  the Grameen Bank (Khandler, et al, 1995). 

Whatt is important in this research is not so much the merit of the two 
approaches,, but the ways in which shifts in the credit lending approach affect the 
inclusionn and exclusion of poor women in the market system and how, in turn, that 
affectss poverty alleviation and the empowerment process. Using one or the other 
creditt approach has serious implications on who gets inserted in the market, how, as 
welll  as at what level. In other words, the modifications and shifts in approach affect 
thee extent to which microfinance services reach the poor and increase their 
participationn in market and their empowerment process. Although in Cameroon as 
elsewheree the rhetoric is that microfinance is for the poor, the fact remains that the 
poorr are not a homogeneous group. There are many categories of poor (the destitute 
poorr (who need welfare or safety nets); the temporary poor (those who can seize 
economicc opportunities and move out of poverty) and the entrepreneurial poor. 

4.2.22 Inclusion of the entrepreneurial poor 
Thee policies of microfinance aimed at regulating the entrance of particular 

typess of poor into the development. Despite the rhetoric that microfinance is intended 
forr the poorest, in practice, it is geared not towards any poor, but towards a specific 
typee of poor. Microfinance everywhere tends to favour the entrepreneurial poor. As 
thee previous section suggests, the main target of microfinance schemes are the poor 
withh skills and more specifically, those with the ability to use the loan productively. 
Experiencee elsewhere shows that credit has the greatest impact on individuals living 
abovee the poverty line (Hulme & Mosley, 1996). In Cameroon, the World Bank 
Povertyy report insists that: 

Creditt must be directed toward productive activities for growth to occur. The access 
off  the poor to credit must be opened up if they are to share in growth (World Bank 
1995:138). . 

Thee FEMAC project targeted productive activities and one of the prerequisites 
forr accessing loans was that the group had experience in the activity for which the 
loann was intended. Only in women microfinance schemes do loans target income 
generatingg activities, such as tie and dye, soap making and food processing. 
Increasingly,, the borrowers must to able to use their own skills in order to put the 
creditt immediately into production. 

Thee shift to the issues of outreach and sustainability put into question the 
abilityy of microfmance institutions to be profitable and reach large numbers of the 
veryy poor as members. In line with the objectives of expanding outreach and 
achievingg sustainability, the strategy is one of identifying a suitable clientele for 
microfinance.. Microfinance begins to specifically target the poor who own small 
businesses,, but who lack access to capital, mainly in the form of credit, to pull 
themselvess out of poverty. Most microfinance institutions even those like the 
Grameenn Bank who claim to target the 'poorest of the poor', actually end up servicing 
thee entrepreneurial poor, helping them to build profitable businesses that create 
income,, opportunity and economic growth for their families, their communities and 
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theirr countries. The large majority of MFIs in Cameroon have adopted the 'savings-
first'' approach. This has the effect of marginalising the poorest of the poor. For the 
extremee poor who find savings difficult, this means almost certain marginalisation or 
exclusionn from the schemes. 

Thee Cameroon government's involvement in microfinance has been motivated 
byy the aim of reducing poverty and creating employment within the wider objective of 
achievingg a sustainable economic growth. The entrepreneurial poor or the micro 
entrepreneurss seem to be important players in the government's objectives. The 
entrepreneuriall  poor can support growth through the provision of low-cost supplies. 
Thee government has been interested in bringing the entrepreneurial poor into the 
formall  economy. The target clientele consists of the self-employed and individuals 
involvedd in income generating activities. In general, microfinance is targeted at low-
incomee individuals that do not have access to formal financial institutions. Those 
individualss are not necessarily the poorest of the poor. They are the borrowers with 
thee ability to provide collateral to secure loans and this is crucial as almost all 
microfinancee institutions operating in Cameroon provide loans to individuals on the 
basiss of collateral. 

Thee Microfinance Summit's Declaration and Plan of Action defines the 
poorestt as families in developing countries among the bottom 50 percent of those 
livingg below their nation's poverty line and as families in industrialized countries 
livingg below their nation's poverty line. The increasing recognition that most 
microfinancee programmes do not reach the majority of those living in absolute 
poverty,, has led to the creation of tool that wil l help to identify the poorest families. 
Theree are four main tools promoted by the Microfinance Summit: the CASHOR 
Housee Index (CHI), the Participatory Wealth Ranking (PWR) and the 'check-list' 
approach.. For instance, the CASHOR House Index is a poverty-targeting tool that 
usess composite index using the size of the house, its structural condition, the quality 
off  the walls, and the quality of the roof to proxy for poverty. The PWR uses the 
community'ss own definitions and perceptions of poverty as measurement. A third tool 
usess a "check-list" approach, which is a list of poverty proxies or indicators. Like the 
CHII  and the PWR tools, the checklist is also based on a local understanding of 
poverty.. These poverty-targeting tools are promoted for use by microfinance 
institutionss to identify the poorest. 

Despitee the existence of various tools to help reach the poorest, typical 
microfinancee borrowers remain individuals engaged in income generating activities or 
aree self-employed. They are individuals who are poor but with a relatively stable 
sourcee of income. In fact, the CGAP consortium also points out that microfinance is 
forr the entrepreneurial poor. It points out that "for microfinance to be appropriate, a 
pre-existingg level of on-going economic activity, entrepreneurial capacity and 
manageriall  talent is needed" (CGAP Focus Note 20)50. The CGAP goes on to argue 
thatt for the chronically destitute credit is unlikely to succeed without pre-existing 
effortss to reduce vulnerability and to build skills, confidence, and a minimal financial 
base.. Microfinance institutions themselves give preference to clients from households 
withh activities that produce steady incomes, and some assets in order to ensure that 
suchh clients would still be able to make repayments (CGAP, Focus Note 21). The 
drivee to achieve high repayments and credit discipline pushes programmes to screen 
outt the hardcore poor. The borrowers themselves tend to self-select themselves so that 

Thee Focus Note Series is the CGAP's primary vehicle for disseminating to governments, donors, and 
privatee financial institutions on best practices in microfinance. 

88 8 



Thee Regulatory power of Microfinance 

duringg group formation, only the poor who have the ability to repay a loan become 
memberss of lending institutions. Experience in Cameroon confirms finding elsewhere 
thatt clients of microfinance institutions are the poor with a business but who lack 
accesss to formal finance institutions. Cameroonian microfinance clients typically have 
businessess that provide them with a source of income that in turn enable them to pay 
theirr membership to the scheme and begin savings. 

4.2.33 Excluding the hard-core poor 
Microfinancee still discriminates against the poorest of the poor: the non-

entrepreneuriall  poor, despite the stated goal of the Microcredit Summit of reaching 
thee poorest people. The non-entrepreneurial are the "poorest of the poor" and are 
definedd by the Microcredit Summit (1997) as individuals living below their country's 
povertyy line. In Cameroon, these are the unemployed and/or the illiterate living in the 
rurall  areas and working in the production of food crops or in the informal sector. The 
poorestt of the poor tend to be predominantly women. These poor are argued to have a 
limitedd credit absorption capacity. They often lack the capacity and discipline to repay 
andd save and/or the skills and responsibility to manage microenterprise activities. 
Theyy also frequently lack the necessary entrepreneurial skills to persist in business. 
Becausee of their lack of skills, the poorest tend to engage in income generating 
activitiess where the rate of failure is high with the result that this can jeopardise the 
repayments.. Consequently, MFIs tend to view them as unbankable. They cannot offer 
anyy collateral, constitute a bad repayment risk and often need the provision of non-
financialfinancial services to enable them to use credit effectively. The poorest tend to suffer 
fromm much insecurity in addition to the inadequacy of income. They lack education, 
skills,, have il l health, factors that hinder their ability to become self-employed as 
impliedd in the goal of the Microcredit Summit. In addition, the poorest are primarily 
motivatedd by their survival when they engage into business, using credit or the 
proceedss from the activities financed by the loans for consumption purposes. 

Forr microfinance to have positive impact, the poor has to use the loans 
productively.. Participation by the poorest of the poor can lead to indebtedness that is 
unmanageablee simply because there is no profitable income-earning opportunities in 
whichh to invest. Owning and operating a business requires skills, time and hard work. 
Evenn the micro entrepreneurs need marketing, record keeping and pricing skills, as 
welll  as dealing with competitors if he/she wants to remain in business and be 
successful.. However, the hardcore poor need extra services and motivation. In 
situationss of extreme poverty, individuals may require access to essential social 
servicess in health care and education with the aim of helping them take advantage of 
economicc opportunities. Additional enterprise development services such as skill-
trainingg programmes in income generating activities might also be needed as 
prerequisitess for small loans. Areas of extreme poverty often lack adequate 
infrastructuree and can seriously constrain the level of economic activity. Market 
centres,, roads, appropriate technology and other communication infrastructure can 
facilitatee investment in productive activities. They might need additional crucial 
trainingg in credit discipline in order to know what is expected from them, how to save 
andd borrow. But with sustainability high on the agenda of lending institutions, some 
authorss have argued that microfinance should not be given in certain areas or to 
certainn types of poor. Microfinance should target "a segment of the population that 
hass no access to business opportunities because of lack of markets, inputs, and 
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demand.. Productive credit is of no use to such people without other inputs" 
(Ledgerwood,, 1998:4). Morduch et al (2002) also point out that, 

Thee sick, mentally ill , destitute etc. who form a minority of those living below the 
povertyy line are typically not good candidates for microfinance. Most researchers 
agreee that this group of people would be better candidates for direct basic assistance 
(Morduchh et al. 2002:7). 

Althoughh the end result of targeting the entrepreneurial poor is the exclusion 
off  the poorest of the poor who might be seen as those most in need of access to 
financiall  services, such exclusion is not to be seen as repressive. It is necessary to 
emphasizee that although the word exclusion is used here, its objective is not 
repressivee but to instil in prospective borrowers some useful behaviour. In Foucault's 
conception,, power is not repressive because it does not come from above but from 
beloww where cultural knowledge claims are internalised and produced in every social 
interaction.. Thus although negation and exclusion may be some of the effects of the 
lackk of access to credit by the poorest, the fact that they have become part of the 
microcreditt discourse has an influence on how they are to shape their lives. The 
settingg of the various categories between the poor affects the way they perceive 
themselves.. Credit enables the poor borrowers who can display some discipline to 
helpp themselves and to contribute to society development. To illustrate the fact that 
microfinancee does not aim at excluding the poorest, efforts are made to present 
successfull  borrowers as icons of hope. In Bangladesh as in Cameroon, care is taken to 
haill  the achievements of poor people, portrayed as having come from almost nothing 
too become independent individuals. Their successes are extensively discussed in the 
literature,, media, during seminars, conferences and in various reports and publications 
forr everybody to see. The successful micro borrowers are presented as examples to be 
emulatedd by others. They are implicitly presented as the norm for others to follow. 

Ass a disciplinary power, microfinance aims to produce and not to exclude. It is 
usefull  rather than negative. The objective of the lack of focus on the poorest is not to 
precludee their entry, but to ensure that borrowers know they should change their 
attitudee to adopt a good credit discipline. The objective of microfinance is to help the 
poorr increase their income; create employment while building financial sustainable 
institutions.. Once the poorest can adopt a good credit discipline and repay their loans; 
theyy can have access to microfinance. 

Byy focusing on the entrepreneurial poor, microfinance is effectively regulating 
thee population by drawing certain individuals in the market, distributing them 
accordingg to certain categories, and then using them. It allows the separation of the 
entrepreneuriall  poor from the non-entrepreneurial poor. Such separation enables the 
mostt dynamic segments of the poor to be targeted with credit, making them 
economicallyy and politically less prone to resistance. Donors have not been alone in 
seekingg to include the poor in the market using microfinance. They have not been the 
onlyy actor to use microfinance as a regulatory power to change women into economic 
producers.. Microlending institutions such as the Grameen Bank had also been very 
successfull  at targeting credit at the entrepreneurial poor and not to the poorest of the 
poor.. By conforming to the norm of promoting capitalism, the Grameen Bank has 
beenn able to benefit overwhelmingly from large generous funding from donors and 
multilaterall  agencies. Since the 1990s, a wide variety of institutions have become 
involvedd in the delivery of microfinance to the poor. They include formal financial 
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institutions,, NGOs, multilateral banks, cooperatives, credit unions, self-help groups 
andd various Rotating Saving and Credit Associations (ROSCAs). 

4343 Microflnance as an integral part of the global Financing systems 
Thee previous section showed how microflnance forms part of the 

government'ss tools to regulate the population to fit the requirement of the country's 
development.. The development of microflnance may be limited by the absence of 
linkss with the mainstream financial sector. During the 1980s, donors and governments 
realisedd that a continued subsidisation of lending programmes for the poor was not in 
itselff  an adequate objective to reach and develop large masses of the poor. By 1995, 
thee necessity to integrate microfmance into the financial system was recognised by 
donorss in the WWB's report "The Missing Links: Building financial systems that work 
forfor the majority". According to the report, the range of institutions required to reach 
largee numbers of poor people include: the MFIs NGOs, specialised MFIs, commercial 
banks,, credit unions and cooperatives, grassroots savings and credit programmes. One 
off  the characteristics of the microflnance industry is that it has become an integral part 
off  the global financing systems. This section examines why and how microfmance 
andd the poor, who were formerly marginalised from formal financial services, came to 
bee integrated into the formal financial system and how the formal financial system 
gainedd support from the microflnance industry as well as from the poor themselves. 
Originallyy considered as outside of the financial system, microfmance has been 
increasinglyy drawn into it. The process of integration of microfmance into the formal 
financiall  system has traditionally followed four steps: the funding and subsidised 
creditt phase; the building of the regulatory framework phase; the commercialisation 
phasee and finally, the formalisation phase. Cameroon entered the microfmance 
movementt within the background of the pre-eminence of the sustainability paradigm. 
Thiss late entry means that the process of integration of microfmance into the formal 
financiall  system of the country is a littl e different. 

4.3.11 Phase one: Grants and subsidised loans 
Originally,, what is today known as microflnance came in a form of grants 

fromfrom governments or mainly international non-governmental organisations to various 
self-helpp groups and NGOs working in developing countries with the poor. When 
microflnancee emerged some 30 years ago, it was the preserve of non-governmental 
organisationss and a few aid agencies. Their aim was to alleviate poverty by providing 
poorr people with small credits to start various income generating activities. Grants 
weree given to the poor because it was assumed that the poor were not capable of 
repayingg loans with interest rates. Later, the poor began paying interest on the loans 
andd increasingly, microfmance institutions began to adopt some of the features of 
formall  financial institutions. Small grants became loans on which low interest rates 
weree charged. As these financial NGOs began showing they could be profitable, funds 
pouredd in to support them and funding sources diversified. In addition to international 
NGOs,, financial institutions also started to provide funding in the form of subsidised 
loans,, lines of credit and grants. The funding sources for most microfmance 
institutionss came from donors and multilateral and bilateral organisations. At the 
regionall  level, a series of studies under the theme "Sustainable Banking with the 
Poor""  revealed that in South Asian microfmance institutions "Approximately 54 
percentt of all funds come from donors, 29 percent from deposits, and 13 percent from 
commerciall  funds" (WB 1997:3). In East Asian and the Pacific microfmance 
institutions, , 
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Approximatelyy 44 percent of all funds come from donors, 32 percent are generated 
fromm deposits, 15 percent come from commercial loans, 4 percent are from 
governmentss and 5 percent represent other sources including equity (World Bank, 
1997:5). . 

Inn Latin America donors fund reached almost 56 percent of their MFIs. 
Websterr and Fidler (1996) observe that African microfinance programmes are more 
likelyy to emerge from donor projects and are not necessarily community based. The 
fundingg sources for East, Central and Southern African microfinance institutions were 
predominantlyy dependent on donors for funding. In fact, they were found to be more 
dependentt on donor funding than other institutions in other regions. 

Approximatelyy 67 percent of all funds come from donors, 14 percent are generated 
fromm deposits, 11 percent are from commercial loans, 5 percent flow from 
governments,, and 3 percent represent other funding sources including equity (World 
Bankk 1997:3). 

Byy the late 1980s a combination of factors led microfinance institutions to 
shiftt away from their past practices. On the one hand, donor money was dwindling 
andd becoming unpredictable. On the other hand, evidence showed that micro 
borrowerss were willing to pay the high interest rates necessary to assure long-term 
accesss to credit. Microfinance institutions began to seek ways of reducing their high 
dependencyy on donor funding. They begun to alter their methods of operation and 
soughtt change in attitude on the part of their clientele. Commercial strategies such as 
thee introduction of interest rates on credit and the mobilization of savings gradually 
facilitatedd the shift in attitudes. Those measures contributed to changing the 
perceptionn of microfinance to something that could become a profitable business. The 
resultt was that the informal financial system that had been denigrated for a long time 
andd tolerated only because of the inadequacies of the formal system - it serves as a 
sourcee of credit and safety nets for women and the poor in general - began to be 
respected.. Although subsidized loans continued to support the development of rural 
financiall  system, lines of credit channelled through banks grew in importance. 

Duringg the period when grants and subsidies dominated, there were already 
somee emerging links between the informal financial and the formal sectors. These 
linkss were in the form of bank accounts. Keeping money in bank accounts may not 
constitutee a strong link as having a line of credit allowing the formal finance 
institutionss to work more closely with microlending institutions. Although these types 
off  links may be considered weak, the fact that poor people could be connected to 
formall  financial institutions is important in itself. Line of credit enables banks to get 
intoo the informal market without incurring the cost of providing the credit themselves. 
Mostt MFIs in Cameroon view external grants, soft loans or line of credit as extremely 
importantt to help them strengthen their institutions. Interviews with some small MFIs 
reveall  the crucial role line of credit play during the start-up stage of these institutions. 
Itt emerges that MFIs needed some sort of subsidies to enable them to expand their 
operationss and achieve a level of scale that could ensure their sustainability. The case 
off  SOS Women's branch in Douala illustrates this problem. SOS Women (Douala) is 
aa microcredit scheme established in September 2001 in Douala. As most schemes, its 
majorr source of funding comes from their members in the forms of membership fees, 
paymentt of shares and savings. Money spent on office accommodations and other 
administrativee costs left the scheme with hardly any loanable funds. SOS Women 
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(Douala)'ss 2003 report deplores the lack of funding to alleviate their start up costs and 
hass decided to move out from rented offices. The management pointed out that this 
situationn puts them in a dilemma. They need a visible location which is assessable to 
womenn and which can provide them with enough visibility to reduce the cost of 
marketing.. However, the contributions from members are often inadequate to pay for 
suchh accommodations leading to their need for external funding. However, donors 
hardlyy fund start-up cost for microfinance institutions. Commercial banks do not 
providee credit to microfinance institutions considered not creditworthy. This example 
illustratess some of the implication of joining the microfinance bandwagon when the 
supportt framework had moved to promoting sustainability. Today, donors encourage 
thatt links should be created between the microlending institutions and the formal 
financiall  system right from the start. But most MFIs have difficulties forging such 
linkss without outside financing. 

Inn contrast to many countries where microfinance has been in existence for 
moree than three decades, most Cameroon microfinance institutions are barely a 
decadee old. Following the experiences of other countries, most microfinance 
institutionss are still at the first stage of their integration into the formal financial 
system. . 

Cameroonn has benefited littl e from the large flow of grants and subsidized 
loanss that fuelled the expansion of microfinance programmes during the 1980s and 
thee first half of the 1990s. During the 1980s when large amounts of donor funding 
helpedd the creation and expansion of microfinance programmes around the 
developingg world, outdated laws in Cameroon prevented the emergence of 
independentt non-governmental organisations that could receive funding from donors 
too help the local poor. Cameroon's legal system prevented non-governmental 
organisationss from receiving outside financial support. It was only in the 1990s that a 
seriess of reforms enabled local NGOs to get direct financial support from donors. For 
instance,, donors such as the CFD, GTZ, the ADB, the World Bank and the EU 
providedd various credit lines through different banks for on-lending to the poor. Such 
supportt from donors contributed to the building of links between the hitherto 
marginalizedd low-income producers with the banks. For example in order to enhance 
foodd security at the community level, the Government is implementing, with the 
Worldd Bank and Japan support, a food security project in the country aimed at 
supportingg self-help initiatives by community groups through micro-projects. 
Launchedd in 1990, this micro-enterprise investment program (FLMAC) enabled low-
incomee farmers to get access to interest-free loans from donors for their productive 
investments. . 

Thee Mutuelle Communautaires de Croissance (MC2) network is registered as 
ann association of a financial nature under the 1990 Law dealing with Freedom of 
Association.. As such, their main source of lending capital comes from their members' 
contributions.. According a report by the ADAF (1999:9), the MC2 network also 
receivess financial support from donors in the form of lines of credit (i.e. from the 
Gatsbyy Charitable foundation), or grants from donors such as MISEREOR, a German 
NGOO and other international donor agencies such as the Canadian Cooperation and 
twoo German institutions: DED and CIM). The MC2 is an example of a successful 
linkagee and a success story of cooperation between CCEI now known as Afriland 
Bank.. Compared to the case of SOS Women - Douala, the experience of MC2 
suggestss that for MFIs to reach a large number of people with credit and to become 
sustainable,, they still need some form of subsidies. Branches of MC2 get some aid 
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fromfrom Afriland First Bank to cover their start-up operations costs; they can also qualify 
forr capitalization (ADAF, 2000). 

Itt is important to note that only a very limited number of microfinance 
institutionss have access to donor funding. Donor support is channelled through the 
Governmentt or directly to the microfinance institution when the latter fulfi l the 
donor'ss guideline for support (i.e. working toward sustainability), as is the case of the 
MC2.. Another reason for the limited number of microfinance institutions benefiting 
fromfrom donor financial support is due to the reluctance from commercial banks to get 
involvedd in lending to the poor. A study by the World Bank note that, 

Commerciall  banks are reluctant to manage credit lines except for commercialisation 
off  coffee and cocoa, because of the high risks, lack of collateral and credit maturity 
lengthh (World Bank, 1996:30). 

Forr micro lending institutions that do not get access to donor grants line of 
creditt such as the CamCCUL network of credit unions and the large majority of 
savingss and loan cooperatives, the principle link between their members and formal 
financiall  institutions are the bank accounts they have to safely keep their members 
savings.. This link is weak and do not actually widen the small borrower's chances of 
gettingg access to large sources of funds to develop their economic activities. The large 
majorityy of microfinance institutions operating in Cameroon are small and experience 
problemss with expansion due to the inadequate funding. In order to increase outreach 
andd ensure the sustainability of the institutions there is an emerging consensus that 
betterr links have to be developed in order to facilitate the poor access to formal 
financee institutions. The development of a regulatory framework for microfinance 
aimss among other things to promote the links between the two sectors. 

4.3.22 Phase two: Regulating Microfinance 
Thee second phase of the integration of microfinance into the formal financial 

systemm is characterised by the development of a microfinance regulatory framework. 
Thee issue of regulating microfinance is subject to debate. The opponents of regulation 
arguee that it is not necessary to regulate microfinance institutions because they often 
operatee outside the prudential regulation applied to formal financial institutions. They 
proposee that microfinance institutions should instead use internal or self-regulation in 
whichh the programmes develop their own supervisory and governance bodies. 
Proponentss of regulation argue that the issue of regulation becomes crucial if and 
whenn microfinance institutions begin to mobilize deposits from the public as the 
savingss of the public need to be protected. 

Regulatingg microfinance marks a major step in strengthening the links 
betweenn microfinance and the formal financial system. In order for microfinance 
institutionss to gain access to public deposits as well as to commercial sources, an 
appropriatee regulation and supervision regime needs to be developed to protect 
depositorss and avoid a banking crisis (Ledgerwood, 1998). In the past, microlending 
institutionss observed voluntary guidelines for risk management. In fact, the growth of 
microfinancee institutions was based on the lack of regulations as the informal and 
flexiblee nature of small-localized programmes enabled them to benefit from external 
fundingg while using various innovations to reach a large number of borrowers. 
However,, the proliferation of microfinance institutions and their influence prompted 
concernss for the security of the financial sector as well as that of the small savers. The 
purposee was to protect small depositors and the soundness of the financial sector as a 
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whole.. In general, informal and semi-formal financial institutions have often operated 
outsidee the prudential regulations applied to formal banks and financial institutions. 
Whilee most of them were registered voluntarily or compulsory with the local 
authorities,, they were exempt from bank supervisory laws. 

Whenn microfinance institutions grow, deposit taking becomes a way to fund 
outreachh expansion and help to reduce reliance on donor support. However, levering 
fundd from the general public raises the issue of security. In order to protect the 
institutions'' clients from loosing their savings, the imposition of regulation is often 
necessary.. Regulation is meant to protect public savings by ensuring that 
microfinancee institutions comply with some prudential standards and guidelines. As 
suchh regulating microfinance is a way of effectively putting microfinance institutions 
onn the continuum of the system of financial intermediation. 

Forr the opponents of regulation, banking laws often compartmentalize and 
segmentt markets and institutions thereby constraining microcredit institutions 
innovationss and making their institutional development difficult (Greuning, Gallardo, 
Randhawaa 1999:9). Bank regulations often specify entry that set limits on the various 
schemess that might want to enter the sector. However, proponents of regulations 
arguee that the issue of regulating the microfinance sector becomes a problem when 
somee micro institutions grew to reach large size (Greuning et al (1999) 

Thee adoption and promotion of microfinance in Cameroon occurred at the 
timee when the international financial institutions, mainly the IMF and the World Bank 
weree pressing for the reform of the financial sector. Efforts intensified to find ways of 
improvingg the performance of microfinance institutions servicing the poor. By the end 
off  the 1990s, donors believed that there were inadequate safeguards for good financial 
practicess in the emerging microfinance sector in Cameroon (WB, 1996, IF AD, 1999). 
Ass a result, they requested that the Cameroon government develop adequate 
safeguardss to promote good financial practices in the microfinance sector. Donors and 
multilaterall  financial institutions sought the development of a legal and regulatory 
frameworkk for microfinance on the basis of safeguarding the soundness and stability 
off  the banking and financial system for the sake of the rest of the economy. The 
Worldd Bank argues that in order to promote the emergence of viable financial 
institutions,, the policy and regulatory framework must be sufficiently flexible to 
accommodatee a range of bank and non-bank institutions and enable them to 
implementt cost-recovery interest rates and innovative programmes for risk 
management.. For instance, in its Poverty Interim Poverty Reduction Paper, the IMF 
(2000)) called upon the Cameroon government to take additional measures to 
rehabilitatee the savings and credit cooperatives sector in order to further secure the 
savingss of their members and to ensure that the mobilized resources are an effective 
catalystt for development (IMF, 2000:18). 

Inn Cameroon, the existence of a regulatory framework and the liberalisation of 
financiall  markets should enable a further integration of microfinance institutions in 
thee formal financial system. It provides a framework for microfinance institutions to 
developp and move smoothly into formal financial institutions. As such regulation also 
facilitatess small borrower's graduation from microfinance to access credit from 
formall  financial institutions. By adopting similar regulatory standards, customers of 
microfinancee institutions become familiar with formal banking practices, thereby 
helpingg their entrance into the mainstream economy. 

95 5 



Thee Regulatory power of Microfinance 

4.3.33 Phase three: Commercialization 
Thee third stage of microfinance integration into the formal financial system is 

achievedd through commercialisation. Commercialisation refers to the commercial 
privatee institutions servicing the micro financial markets. The government and donors 
havee attempted to stimulate the participation of commercial banks in the microfinance 
sectorr but with limited success. Commercial banks remained reluctant to manage 
creditt lines "except for commercialization of coffees and cocoa because of the high 
risks,risks, lack of collateral and credit maturity length" (WB, 1996:30). More recently, 
attitudess are changing and some commercial banks have begun to mobilize substantial 
savingss from micro entrepreneurs. An increasing number of banks have opened up 
specializedd windows to attract small savings from low-income individuals. However, 
thesee commercial banks are still unwilling to extend credit to microfinance 
institutionss or to the microentrepreneurs. In addition, few commercial banks are 
implantedd in rural areas further limiting their ability to reach the poor. However, the 
CCEII  bank is showing that there is profit to be made by entering that sector. Other 
bankss are slowly entering the market for microfinance, but it is mainly to mobilize 
savings.. One success story that mimics features of commercialisation is the 
collaborationn between the MC2 network and the CCEI, a local commercial bank. 
MC22 borrowers can conduct some of their operations through the CCEI. Although the 
MC22 network of microfinance schemes get some support from the CCEI and some 
donors,, most of its lending funds come primarily from their members' savings. The 
changee from non-governmental organization to a regulated finance institution is 
knownn as formalization of the MFIs structures. This allows the institution to access 
fundingg beyond the donor community. 

Mostt microfinance institutions are required to seek links with the formal 
financiall  sector by borrowing from them. The formal sector holds enormous economic 
power.. It controls the majority of the funds available for investment worldwide. It is 
assumedd that mainstreaming microfinance into the formal financial system will lead 
too large numbers of clients being reached. The rationale for promoting the 
commercialisationn stems from the difficulties microfinance institutions have in 
mobilizingg the additional funds necessary for them to reach large masses of the poor. 
Commercialisationn is also assumed to widen the range of products and services the 
institutionss can offer to their members. Commercialisation is assumed to help widen 
thee micro borrowers' access to large capital funds that are often available in banks. 
Thee entrance of formal financial institutions in the microfinance sector creates an 
environmentt hospitable to competition and for an efficient allocation of resources. 
Experiencee of commercialisation remains limited in Cameroon as wil l be discussed 
later. . 

4.3.44 Phase four: Formalization 
Thee fourth stage of the integration of microfinance institutions in the formal 

financiall  sector is reached through formalisation that is the process of transformation 
intoo formal financial institutions. There is a wide consensus that when a microfinance 
institutionn has reached a certain critical stage of growth, it increasingly finds it 
difficultt to sustain its operations with donor support or with its members' 
contributions.. Therefore, MFIs at some stage need to transform themselves into 
formall  financial institutions in order to access money more easily from the formal 
financiall  markets. It is assumed that microfinance institutions have to formalise 
otherwisee they would remain small or even cease to exist. Formalisation is supported 
onn the grounds that it will facilitate access to new and expanded sources of funding 
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requiredd to achieve economies of scales. Formalisation also depends on microfmance 
institutionss having attained a certain maturity and financial self-sufficiency. There are 
noo microfmance institutions in Cameroon that have reached a state at which they can 
seekk transformation into regulated formal banks. Beside, very few microfmance 
institutionss have reached financial sustainability. In the assessment of the rural 
financiall  institution in Cameroon, the only viable and sustainable institutions among 
thee existing networks were the MC2 and the CamCCUL. However, even such 
institutionss that claimed to have reached sustainability such as some MC2 are still 
small. . 

Transformationn into regulated financial institutions attracts investors, such as 
privatee individuals and commercial banks, who are interested in maximizing the 
returnss on their investment. The first experience with formalisation took place in 
Boliviaa in 1991, when BancoSol launched a non-profit non-governmental institution 
(PRODEM)) that grew to become very large, and successfully became a licensed 
commerciall  bank in 1992. Despite the graduation to formal banking, BancoSol's 
focuss remained exclusively in the micro finance sector (Gonzalez-Vega et al 1997). K-
repp of Kenya also started as a non-profit NGO and grew to become a fully licensed 
financiall  institution. In addition, for both formalisation and commercialisation to take 
place,, there should exist a favourable political, and socio-economic environment. 
Experiencee from the formalisation in Bolivia suggests that there should be growth in 
thee economy and in the micro business sector to increase the demand for credit. There 
alsoo needs to be a consolidated financial sector and a political will to support the entry 
off  NGOs in the formal financial sector. 

Formalisationn is not without its problems. Ledgerwood argues that creating a 
formall  financial institution also implies additional costs and restrictions, as the 
institutionn becomes regulated and supervised (Ledgerwood 1998:109). Formalisation 
hass been pushed by international agencies that continue to hold shares in the new 
institutionss and expect to get some profits; it is to some extent supported by some 
NGOss themselves who see transformation into a regulated bank as an opportunity to 
bee seen as important players in the financial system. 

Thiss section shows how microfmance fits into the overall financial system. 
Thee development of the regulatory framework has provided another mechanism for 
regulatingg the participation of various sections of the population into the development 
processs of Cameroon. The framework provides various means through which rural 
savingss can be mobilized and channelled in a sustainable way through various 
categoriess of credit schemes. The regulatory framework in Cameroon distinguishes 
betweenn three categories of microfmance institutions. It distributes the poor along 
thesee categories in order to increase their use. 

Thee first category of MFIs depends on the shared capital contributions of their 
members.. Their weak capital base enables them to have a weak link with the formal 
financiall  sector. In Cameroon, most MFIs are seeking credit from donors, the 
governmentt and commercial banks to strengthen their integration and that of their 
borrowerss in the formal sector. The second type mobilises savings from its members 
but,, as they grow and their capital base expands, they are able to mobilise public 
savingss in order to expand their activities. 

Thee third category of MFIs provides credit without mobilising savings. This 
categoryy builds on the belief that microfmance is a profitable sector from which 
peoplee can make money. This category borrows some of the key feature that has made 
thee success of the MC2 where the elite from a particular locality is asked to invest 
moneyy in a microfmance institution for the purpose of on lending to the rural poor. 
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Thee underlying rationale here is that microfinance is a business and therefore, 
investorss can put their money into microfinance institutions in order to make it a 
profitable.. In so doing, they help to widen access to credit to the poor. 

Althoughh governments, donors, multi- and bilateral organisations tend to play 
ann important role in the development of the regulatory framework, other actors such 
ass the micro lending practitioners, the borrowers and their advocates have not been 
entirelyy powerless. In fact they often actively participate in shaping the evolution of 
microfinance,, supporting or resisting some of the measures that they see would affect 
themm negatively. One way of looking at the role played by each actor is to examine 
thee microfinance discourse. 

4A4A Microfinance Discourse: mechanism of power 
Thee previous sections of this chapter have examined how donors, 

governments,, multilateral and bilateral agencies have shaped the policies and 
practicess of microfinance that regulate who get access to credit. The policies and 
practicess of governments and donors are related and reproduced through discourse. 
Microfinancee discourse affects not only the definition of the target clientele, but also 
thee products and services designed to reach the poor. The regulation depends on 
knowledgee and vice versa. In fact Foucault points out that it is in "discourse that 
powerr and knowledge are joined together" (Foucault 1978:100). This section 
examiness the discourses of microfinance to bring to the fore the ways different actors 
talkedd about their vision, how they constructed microfinance and their target 
populationss and the ways these views and construction regulated which groups of 
peoplee get access to credit and how they are to be inserted into the development 
process. . 

4.4.11 Hegemonic discourse: Sustainability of MFIs 
Thee evolution of microfinance in Cameroon has been strongly influenced by 

thee discourse of sustainability promoted globally by donors, especially multilateral 
financiall  institutions such as the World Bank and the IMF. The sustainability 
discoursee has permeated the evolution of microfinance industry in Cameroon as 
illustratedd by the development of the microfinance regulatory framework. The IMF 
statedd "the development of microfinance wil l be ensured in the context of 
sustainabilityy and viability of the financial system" (IMF 2000:18). Multilateral 
financiall  institutions as well as other donors focused more on financial sustainability 
ratherr than the social welfare of the poor borrowers. In order to ensure the 
sustainabilityy and viability of the microfinance institutions, the clientele should be 
poorr entrepreneurs with the ability to pay their loans and save in order to sustain the 
lendingg institution. Most of the framework for supporting and promoting the 
developmentt of microfinance institutions come from the CGAP, USAID, ACCION 
internationall  and WWB, to name only a few. These agencies exercised considerable 
powerpower in the field of microfinance. Donors proposed and imposed the regulation of 
MFIss through mandated standards. Observation suggested that microfinance has been 
turnedd into a regime of power/knowledge through which access to credit has 
structuredd and constituted. Donors have been instrumental in providing funds, 
training,, information dissemination through workshops, seminars and publications to 
increasee awareness and use of best practices in microfinance operations. Training 
workshopss are designed to translate donor's visions into concrete actions. The coursed 
ass intended for development professionals, NGOs, international development 
organisation,, government departments, microfinance institutions, individuals and 
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investorss can be trained in international best practices that focused on how to achieve 
long-termm sustainability and growth. The regulatory power of donors is not evident in 
thee way that they define their clientele, as this affected who got included and who got 
excluded.. Below is an extract from the Consultative Group for the Advancement of 
thee Poor (CGAP) a consortium representing the view of donor. According to the 
CGAPP "Microfinance means providing very poor families with very small loans 
(microfinance)) to help them engage in productive activities or grow their tiny 
businesses".. Through the use of words like 'very small loans' and 'tiny businesses', 
neww categories are produced: the "microfinance', the "microentrepreneur" and the 
"tinyy businesses". As a result, these new categories become objects of knowledge. 
Theyy have been subjected to a growing body of research during the last three decades. 
Donorss and multilateral institutions play a pre-eminent role in conducting and 
financingg research in those fields. In so doing, they build considerable knowledge that 
theyy use as instruments for regulating and controlling poor people in general. There is 
amplee evidence to show how the powerful and resourceful agents (donors) have been 
usingg the knowledge they have accumulated- having become experts - to create a 
marginalizedd and excluded groups in society. The CGAP and its members have been 
conductingg and commissioning numerous studies, research, and surveys in the field of 
microfinance,, and as a result they have accumulated a large body of knowledge in the 
field.. With such knowledge, they have been able to create different categories among 
thee poor: those with the ability to engage in economic activities and those that does 
not.. For instance the category entrepreneurial poor consisting of poor individuals who 
possessedd some business experience and assets that could be used for collateral have 
beenn the favourite clients of Microfinance institutions. This category of 
entrepreneuriall  poor has created a marginalized, excluded category of the hardcore 
poorr who, as already discussed, are reached by microfinance institutions. The 
preferredd target of microfinance programmes, those promoted by multilateral agencies 
andd donors, are the entrepreneurial poor. They are those who wil l help further their 
aimm of making microfinance sustainable and profitable. For instance, the CGAP 
implicitl yy avoided part of the history of microfinance when it argued that 

Microfinancee came to prominence in the 1980s, it insists on repayments; charges 
interestt rates that could cover the costs of credit delivery, and focuses on client 
groupss whose alternative source of credit was the informal sector (CGAP). 

Inn so doing, donors stressed mainly the ability of MFIs to operate at a level of 
profitabilityy that allows sustained service delivery with minimum or no dependence 
onn their funds, rather than in the interest of the poor. The Microfinance Handbook 
publishedd by the World Bank has as main objective to bring together, in a single 
source,, the guiding principles and tools that will promote sustainable microfinance 
andd create viable institutions. Within the Handbook, attention to sustainability reduces 
thee focus on the poor borrowers. Donor's discourse has the overall effect of 
highlightingg the potential contribution of microfinance to poverty alleviation and, by 
implication,, how it can help to solve macro problems associated with poverty 
eradication.. Interest in the poor is therefore turned to the section of the poor that can 
contributee to such objectives. Such conceptualisation is at the basis of the 
differentiationn of two categories of poor: those who are able to increase their income 
byy participating in the market, and the poorest of the poor who cannot. In so doing, 
microfinancee is used as a tool to homogenise the entrepreneurial poor. The credit 
mechanismm can be applied to them without discrimination, making it easy to insist 
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thatt they repay the loans, pay high interest rates etc. The interest in the poor is only to 
thee extent that they can contribute to making the micro institutions sustainable. 

Financiall  services should be promoted cautiously in areas with a low saving potential, 
inn economies with limited monetization and when the target group is already over 
indebtedd or cannot be expected to generate surpluses that permit capital 
accumulation'' (Zander, 1997:47). 

Thee above quote shows that attention is not on helping the poorest, but on 
targetingg the entrepreneurial poor because of their ability to contribute toward the 
institutions'' sustainability (profitability and repayment rates) and outreach (number of 
poorr reached). In fact, the poor must implicitly underwrite the costs of making the 
institutionn sustainable. Sustainability implies profitability and in order to entice 
commerciall  banks to enter this market, the poor are constructed as being 
'creditworthy';; 'good credit risk'; people capable of paying high interest rates. In the 
donors'' standard for support, there is no mention of the word "Empowerment". In 
fact,, donors seem to avoid using the term empowerment whenever possible and when 
theyy do, it is with reference to the contributions of women to the household welfare, 
andd their contributions to the sustainability of the microfinance institution in terms of 
highh repayment rates, etc. 

Thee focus is on 'excellent repayments', on the ability to apply 'interest rates 
andd fees that are high enough to cover financial and operating costs of the lending 
institution",, on the need for microfinance institutions who want support from donors 
too show "substantial progress and credible plans to cover operating and finance costs 
fromfrom internal revenues in the three to seven year period from the outset of 
operations".. The effect is the attempt to discipline MFIS to seek sustainability and to 
refrainn from expecting donors to continue providing support. In the "Missing Links'" 
thee WWB (1995) emphasised this arguing, "successful NGOs should be scaling up 
andd should mobilize domestic resources to support that effort" (WWB, 1995). 

Thee new paradigm for support implies that only by achieving self-
sustainabilityy will microfinance institutions get access to funding. Microfinance 
institutionss requesting support must produce a credible plan for achieving financial 
sustainabilityy in the medium term, which in effect subordinates even silences the 
needss of the poor. They make clear that such funding is not meant for lending, but to 
buildd the institutional capacity of the institutions. In fact donors' discourse of 
sustainabilityy and commercialisation acts as a disciplinary power, constraining other 
formss of discourse. Contemporary microfinance institutions no matter their size claim 
too work towards achieving sustainability. Even in the current Microfinance 
Movement'ss discourse of poverty alleviation, donors still focus on the need for 
achievingg sustainable institutions even with the consensus that poverty cannot be 
reducedd to the lack of income alone. There is also an implicit evolutionary approach 
underlyingg donors' support which assumes that microfinance would contribute to the 
developmentt of a sound and rapid growing small- and medium-scale business sector 
capablee of absorbing significant number of new entrants into the labour force. Just as 
thee CGAP talks of MFIs enabling the poor to "grow their tiny businesses", implying 
ann eventual graduation to small, medium and possibly large enterprises, the UN bases 
itss own support to microfinance institutions on 
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Thee recognition that the latent capacity of the poor for entrepreneurship would be 
encouragedd with the availability of small-scale loans and would introduce them to the 
small-enterprisee sector . 

Inn almost all projects supported by donors, the target groups are described as: 
smalll  and medium scale women entrepreneurs, especially in rural areas'. 
Microfinancee is constructed along activities that sustain and even graduate the income 
generatingg activities of the poor to mainstream market. Donor discourse seeks to 
transformm the MFIs and the poor into sustainable and profitable entities. In fact, the 
microfinancee sector should ultimately integrate (with their clientele) into the formal 
regulatedd financial markets. As the micro entrepreneurs graduate to become small-
scalee entrepreneurs, their needs can be satisfied by commercial banks and at the same 
time,, the microfinance institutions will grow to become regulated financial 
institutions. . 

4.4.22 Cameroon government and Poverty alleviation discourse 
Thee government of Cameroon holds a discourse of sustainability. The strategy 

iss to create financial institutions based on the poor themselves with minimal support 
fromm the government. This discourse puts emphasis on building informal financial 
systemss already being used by the micro entrepreneurs such as the tontines, the credit 
unionss and other self-help associations as means to achieve sustainable schemes. 
Governmentt discourses about microfinance take place within a framework of 
economicc crisis. Microfinance offers low cost substitutes for public investment in 
health,, education, nutrition etc. It is also seen as providing a way to make 
developmentt more sustainable and targeted towards the poorest. The government 
focusess on ensuring the sustainability of the institutions not so much for the needs of 
thee poor. The government's aim is for the poor to mobilise their savings and use them 
too provide themselves credit to finance productive activities that create employment 
andd reduce poverty. The government refrains from alluding to women's 
empowerment;; women are mentioned in relation to poverty. By focusing on providing 
ann environment that enables MFIs to deliver financial services closer to the poor on a 
sustainablee basis, the discourse of the government remains in the sustainability 
paradigmm promoted by donors. 

4.4.33 Women advocates and the empowerment discourse 
Onee example of women's advocate is the Women's World Banking (WWB). 

Thee WWB is a global not-for-profit institution dedicated to opening women's access 
too finance, information and markets. It claims to represent the voice of women, but its 
workk and expert knowledge remains within the mainstream discourse of financial 
sustainability.. WWB focuses on efficiency and the contribution women can make to 
eradicatee poverty. Women are central to poverty alleviation. While the Women's 
Worldd Banking recognises the issue of feminisation of poverty, its case for making 
microfinancee available to women seems to be motivated by their contributions to the 
improvementt of the family welfare, and not so much by gender equality concerns as 
illustratedd in this quote: 

Mostt of the world's poor and the majority of the world's poor are women 
Increasedd income particularly in the hands of women, are typically invested in the 

511 www.grameen-info.org/mcredit/unreport.html. page 3. 
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health,, education, housing of the family, creating substantial amount of new demand 
forr goods and services. (WWB: 1994:10) 

Onee effect of such discourse is that it implicitly renders women more 
responsiblee for the survival of the family and as a result, subordinates other gender 
inequalitiess of power that might affect women's interests. Nancy Barry (2000), head 
off  WWB asserts that, 

Thee way WWB operates has lessons for how multinationals and global financial 
institutionss can maintain their profit margins, while building global and local 
economicc organisations that incorporate the poor majority (Nancy Barry, 2000:2). 

Shee sees this as "win-win connections between the haves and the have-nots" . 
Thiss type of discourse constructs microfinance as a mutually profitable venture that 
connectss poor women with donors enabling both to benefit; for donors, banks or 
investorss in microfinance institutions, high interest rates combined with high 
repaymentt rates ensure that the lenders get good returns on their investment; for poor 
women,, the sustainability of microfinance institutions is a guarantee that they wil l 
continuee to get access to credit. It matters less if high interest rates eat up the profits 
womenn obtain from their activities and reduce their ability to save let alone to expand 
theirr businesses. The important thing is that women are made to feel responsible for 
ensuringg that MFI become viable. They make more time to gather information on 
eachh other, monitor each other actions to ensure high repayment. 

Despitee their rhetoric, it can be argued that the Women's World Banking lacks 
focuss on empowerment. Despite the rhetoric, the Women's World Banking remains 
withinn the dominant Sustainability framework. For example, in 'What Work' 
publicationn there is only 2 references to the word empowerment despite their stated 
objectivee of empowering women. Women are only mentioned in relation to the 
contributions.. The WWB has been instrumental in the construction of the sustainable 
paradigm.. Similarly, other advocates of women still work within the financial 
sustainabilityy paradigm. For instance, international aid agencies such as USAED are 
amongg the leading donors targeting women with a wide range of programmes. 
USS AID justifies targeting women on the grounds that they have an outstanding record 
off  paying back micro loans and that the impact on poverty reduction has been shown 
too be higher when women are targeted. 

Foucaultt points out that power holds on the body rely on knowledge and 
producee knowledge. He also states that this power controls individuals as objects, but 
alsoo produces specific forms of individuality (Foucault, 1977:170). The implication 
forr this in the analysis of microfinance is that by focusing on sustainability, these 
discoursess construct a new type of microfinance borrowers. They are entrepreneurs 
whoo must pay high interest rates to get access to credit and they must contribute their 
ownn time and resources to perform administrative tasks in order to reduce the costs to 
thee scheme. 

4.4.44 Practitioners and Social development discourse 
Althoughh donors and multilateral organisations use the dominant discourse of 

financiall  sustainability to regulate and control populations, that discourse is contested 
att the local level. Such resistance is what Foucault calls reverse discourse. 
Microfinancee institutions in Cameroon as their counterparts in other countries have 

ibid.. Page 3 
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playedd a crucial role in the evolution of microfinance industry in the country. 
Microfinancee institutions take the dominant sustainability discourse of donors, infuse 
themm with their own meaning and use them to justify their aims. While it is common 
forr almost all microfinance institutions to claim that they are working toward 
sustainability,, they do point out that some level of subsidy is required to enable them 
bothh to increase their outreach and to reach the poorest of the poor. They all subscribe 
too the basic tenets of sustainability such as the use of interest rates, not so much to 
insistt as donors do this not so much to ensure the financial sustainability of the 
microfinancee institutions but rather to reinforce their case for making more credit 
availablee to large masses of the poor. 

Cooperativess are making it possible to see the rural poor as creditworthy with 
highh potentials for raising themselves out of poverty when they could get access to 
credit.. In the evolution of policies affecting microfinance, successful microfinance 
institutionss such as the MC2, and the CAMCCUL wield considerable influence. Their 
achievementss show that the poor are not powerless victims, but are able to enhance 
theirr social, economic and political positions given the resources. As these institutions 
seekk to gain more power, becoming important actors in development, they also 
appropriatee the language of sustainability, poverty alleviation, and to some extent, that 
off  women's empowerment to build knowledge and gained power on which to 
reinforcee their position. 

Inn Cameroon, cooperatives have been important actors in the development of 
thee regulatory framework underpinning the evolution of microfinance. Attempts by 
donors'' discourse to dominate the industry and marginalise other issues are 
continuouslyy being challenged. Among the microfinance practitioners, there are two 
mainn discourses: poverty alleviation and community development. At the moment, 
empowermentt discourse is almost silenced. While there are many small women-
focusedd microfinance programmes, few have empowerment as their explicit objective. 

Thee credit union network exists for over three decades and is the largest 
providerr of microfinance to the low-income population in the country. The second 
largestt microfinance institution is the MC2 network. These two networks of 
microfinancee institutions also use the language of sustainability, but mainly to put 
emphasiss on their ability to build upon local knowledge and tradition to achieve a 
developmentt that is in tandem with local traditions. One main counter-discourse 
originatess from the MC2 network. For the MC2 network, community development is 
thee main objective. The MC2 insists that a branch is owned by the community and 
shouldshould work for the development of the community thus, "while serving as an 
instrumentt for the fight against poverty, it (the branch) assures the development of the 
rurall  community" (ADAF, 1999:26). 

Thee MC2 does not speak outside the sustainability discourse. However, it has 
appropriatedd it as the network expects to get access to donor financial support. The 
MC22 is quick to point out that profitability should not be at the expense of the clients. 
Somee MFIs resist charging high interest rates especially as most strive to serve the 
veryy poor. For the MC2 poverty means having littl e or no money, so it is self-evident 
thatt poor people cannot afford to pay a high interest rate for the money they get. Some 
evenn argue that charging high interest to the poor is against good economic principles. 
Ass one of the manager argues, the MC2 network charges below market interest rate 
onn the grounds that 

Theree in indeed a trend in the world of microfinance that assert that what is important 
forr the poor is to have access to loans, whatever the interest rate applied. To defend 
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suchh a perspective, its supporters give indicators as to the funds recovery 
performance,, usually with rates between 90 and 100%. But, we shouldn't forget that 
thiss thesis is totally opposed to the economic theories that teach us that in order to 
favourr macro-economic growth, the price of money should be reduced. Such is the 
practicee in the industrialized countries with efforts to maintain the lowest possible 
interestt rates. It is therefore difficult to understand why the poor should pay excessive 
rates.. As far as the recovery performance is concerned, people rarely pay attention to 
thee origin of resources used for reimbursement. Very often, customers have to 
contractt debts elsewhere in order to respect their commitment and keep their dignity. 
Ass a conclusion, ... interest rates should be the lowest possible one if we want to put 

53 3 

microfinancee to the service of development" 

Thee MC2 is increasingly assuming a leadership role in the development of the 
microfinancee in the country. Their innovative approach is increasingly cited as a 
success.. However, in order to continue to get funding, microfinance institutions have 
too adopt the hegemonic language of sustainability. The discourse of sustainability 
supportedd by the government and donors overshadows the issue of empowerment. 
Onlyy small women-focused microcredit list as one of their objective the 
empowermentt of women. As the various discourse of microfinance by various actors 
show,, various groups (regulators, practitioners, borrowers, etc) subscribe to 
microfinancee for various reasons. 

4.54.5 The Feminisation of microfinance 
Inn many developing countries, microfinance is primarily targeted at women. A 

Worldd Bank's study of 206 microfinance institutions in the mid-1990s found that 
moree than 55 percent of those institutions served more women than men (World Bank 
1996c).. The increasing targeting of women with microfinance is referred to as 
feminisationn microfinance. Since the late 1980s an increasing "feminisation" of 
microfinancee has been taking place with more women having been offered small 
credits.. While those credits enable women to experience marginal improvements, they 
bringg littl e chance for innovation, growth and least of all, any real hope for effecting 
meaningfull  structural changes in gender power relations in their respective societies. 
Cheltonn and Kuhn (2002) in a report commissioned for the Microfinance Summit 
20022 notes that, 

14,22 million of the poorest women have access to financial services through 
specialisedd microfinance institutions, banks, NGOs and other non-financial 
institutions.. Women account for 74 percent of the 19.3 millions of the world's poorest 
peoplee now being served by microfinance institutions. Most of these women have 
accesss to credit to invest in businesses that they own and operate 
themselves.. (Chelton & Kuhn, 2002). 

Takingg into account the fact that the development of microfinance in 
Cameroonn has been influenced by the experiences in other countries, it is important to 
askk whether existing policies and practices are also leading to the feminisation of 
microfinancee in the country and what the implications are for women? 

Inn Cameroon, efforts at targeting women are still very much limited to 
rhetoric.. Despite the consensus that women are disproportionately represented among 
thee poorest people and therefore should be primarily targeted with microfinance, the 

www.ccdev.lets.net/africa/cameroon_Flash_cash.pdf f 
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factt remains that few women have access to microfinance. Mixed groups have less 
focuss on gender. There are many microfinance institutions in Cameroon that focus on 
womenn only but they are small and lack the adequate capital to reach significant 
numberss of women. The main challenge facing poor women in Cameroon and their 
supporterss is how to accelerate the reach of microfinance institutions to more poor 
women. . 

Onee of the problems of the feminisation of microfinance is that such schemes 
tendtend to provide relatively small loans to women. This creates a new segregation and 
sociall  hierarchisation. Not only are women increasingly identified with small loans, 
butt also the implication is that the feminisation of microfinance is leading to the 
reinforcementt of women's exclusion from mainstream economic activities. In so 
doing,, it disseminates a certain definition of microfinance and its relationships to 
genderr that reproduces and strengthens the status quo that has hitherto been exclusive 
too women. Consequently, women have access to small loans that enables them to 
enterr the market at the bottom. Thus microfinance can be argued to act as a regulatory 
powerr that enables women to be inserted in the market, but in a manner that reinforces 
traditionall  gender roles and relations. 

4.64.6 Conclusion 
Thee objective in this chapter was to draw attention into the power of 

governmentt and donors policies and practices that shape the opportunities of small 
borrowers.. This power is played down or simply ignored in most contemporary 
researchh and the result is an incomplete picture of the extent of microfinance impact 
onn the borrowers. Donors and government policies and practices determines who gets 
accesss to credit and how. Although Foucault does not focus too much on the role of 
thee state, this chapter has highlighted the way power is exercised through policies and 
practicess not to dominate the poor, but to set norms which regulate their behaviours. 
Thee examination in this chapter confirms the hypothesis that microfinance is used by 
thee government to regulate the entrance of large masses of poor into the development 
processs and at the same time, discipline them to become responsible for their 
problemss (poverty, gender inequality). Targeting the poor and especially women with 
microfinancee is not a natural outcome of market forces. The evolution of 
microfinancee has been regulated by the government and donors who not only control 
vastt amount of money and decide who to give access to, but they also set the legal and 
regulatoryy framework within which the industry has been evolving including how 
individualss are to be inserted in the market to the form that insertion should take. The 
mainn aim of the regulations is to prepare the body of the borrower for a machinery of 
power.. By using the concept of 'bio-population', this chapter has brought into the 
analysiss of microcredit the ways power is exercised at the macro-level, producing 
bothh opportunities and constraints for different groups of people. Although donors and 
governmentss are crucial actors, MFIs have also been significant players in the 
evolutionn of microfinance industry. 
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