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Thee Disciplinary power of Microfinance 

Chapte rr  5. The Disciplinar y Power of Microfinanc e 
Accesss to microfinance services by the poor is supported on the grounds that 

theyy enable the poor to engage in or develop their productive activities. Those 
activitiess in turn help enhance their income and economic security, their 
independence,, reduce their vulnerability, empower them and stimulate the local 
economies.. Those impacts are important, especially because microfinance has been 
ablee to achieve something that has eluded development practitioners for decades. As 
opposedd to subsidised credit provided to farmers and small and medium enterprises 
betweenn the 1960s and 1980s, which ended with disappointing results, microfinance 
hass been able to make lending to the poor sustainable and profitable while enabling 
thee poor to sustain the economic activities essential to their survival. What is often 
overlookedd in the literature of microfinance is an analysis of how microfinance is able 
too achieve all those positive impacts 54. This chapter suggests that microfinance works 
ass a disciplinary power, exerting on the borrower a pressure to invest the loan 
productivelyy in order to repay the debt. This chapter uses the second pole of 
Foucault'ss power: "the discipline: an anatomo-politics of the human body " as a 
frameworkk to analyse the mechanisms of the disciplinary power of microfinance. 
Disciplinaryy power produces, that is, it does not negate; it operates in society rather 
thann from above; it is generalized and pervasive and consequently cannot be captured 
inn a dichotomous manner. 

Disciplinee can be explained as a form of power with two main characteristics: 
first,, its goal is to produce 'docile bodies', to manipulate, train and to make them 
obey,, second, its method of training relies on 3 basic techniques: 1) hierarchical 
observation,, with the aim of making individuals visible; 2) normalizing judgement in 
whichh the goal of punishing non-conformity is correction and 3) examination which 
makesmakes power visible. As Foucault puts it 

Thee success of disciplinary power derives no doubt from the use of simple 
instruments;; hierarchical observation; normalizing judgment and their combination in 
aa procedure that is specific to it, the examination. (Foucault, 1977: 170). 

Foucaultt warns that 'discipline' is not to be identified with institutions. 
Lookingg at microfinance, one will not find a disciplinarian, a kind of prison, a military 
orr an asylum as described by Foucault in 'Discipline and Punish'. In fact, there are no 
obviouslyy powerful agents or actors observing and controlling, correcting or 
punishingg the behaviour of the poor in general and women in particular. Nevertheless, 
theree are microfinance mechanisms that train borrowers to adapt to the market norms. 
Thiss chapter examines the mechanisms that discipline microfinance borrowers, 
enablingg them to invest the loans in activities that would ensure them high returns to 
enablee the repayment of the loans, high interest rates and savings as well as help to 
increasee their increase income, assets, better nutrition and health and empowerment. It 

Thee literature on microfinance explains such success as resulting from features such as the use of 
sociall  collateral, group-based lending, etc. Some of these features were already present in the old credit 
schemess such as the agricultural cooperatives (i.e., SODECOTON). What is often overlooked in the 
literaturee of microfinance is an analysis of how microfinance is able to achieve all those positive 
impacts. . 
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alsoo seeks to test the hypothesis that microfmance is a disciplinary power, subtly 
trainingg borrowers to conform to the norm of market. 

Thiss examination will be done in five sections. The first section looks at the 
firstt method of training inherent in a disciplinary power that is the hierarchical 
observation,, how this method enables poor individuals to become visible and linked 
too power. The second section looks at how borrowers are normalised through the 
methodd of normalizing judgement that punish or reward a borrower's willingness to 
adoptt good financial discipline. The third section examines how the method of 
'examination55'' found in the impact evaluation and monitoring becomes a method of 
controllingg the borrowers. The fourth section presents a typology of microfmance in 
Cameroonn and the fifth section provides a conclusion to the chapter. 

5.11 Hierarchical observation: linking visibility and power 
Hierarchicall  observation is the first technique in the process of correct training 

off  individuals. It is critical to Foucault's conception of power because as he puts it: 

Thee exercise of discipline presupposes a mechanism that coerces by means of 
observation;; an apparatus in which the techniques that make it possible to see induce 
effectss of power, and in which, conversely, the means of coercion make those of 
whomm they are applied clearly visible (Foucault, 1977:170-1). 

Thee purpose of hierarchical observation is to make individuals visible in order 
too link them to power. Being visible in Foucault's terms means that a certain amount 
off  information about individuals is available to others. The availability of information 
too others, more importantly, the potential that others can exploit such information 
givess them power. Discipline uses information or knowledge acquired on others to 
alterr their behaviour, train, monitor, and control people. As people become aware that 
theyy are being monitored, they begin to self-regulate. The awareness of being 
observedd induces adherence to the perceived norms as individuals come to know that 
non-conformityy is punishable. As a result, the collection of information is no longer 
one-dimensional,, that is a system of control operating from top-down, but has become 
multidimensional.. In fact, Foucault argues that hierarchical observation functions as: 

AA network of relations from top to bottom, but also to a certain extent from bottom to 
topp and laterally; this network 'holds' the whole together and traverses it in its 
entiretyy with effects of power that derive from one another: supervisors, perpetual 
supervised.. (Foucault, 1977:176-7) 

Thus,, hierarchical observation relies not on a supervisor but rather on each 
individuall  that makes up the network. This first section looks at how hierarchical 
observationn is manifested in microfmance programmes focusing on how the building 
off  knowledge on the poor in Cameroon helps to transform and control them. 

5.1.11 Buildin g knowledg e on the Cameroonia n poor 
Inn Cameroon, as in most developing countries, the poor in general and women 

inn particular have often been invisible. Their economic activities have seldom been 
recognisedd or counted in statistics. Their contributions either to the national and 
householdd economies remained undervalued. During the last decade, efforts have 

555 Foucault focuses on examination as a method of controlling individuals. The examination is a way of 
exertingg power over the individual by subjecting him/her to a powerful 'normalizing gaze'. 
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beenn made to give voice to these hitherto marginalised sections of the population. In 
soo doing, the poor, and particularly women, became visible. As already stated, 
visibilit yy in the Foucault sense refers to what is knowable. Visibilit y is important for 
twoo reasons: first, it enables knowledge to be built on individuals, which in turn 
facilitatess the exercise of power on them. Second, visibility rests on self-regulation, 
thatt is the need of each individual to regulate his or her own behaviour. Following the 
onsett of the economic crisis from the mid-1980s in Cameroon, many studies, research 
andd surveys were conducted in order to gather information on the poor who until then 
weree invisible. The collected information was analysed and the result disseminated in 
reports,, conferences, seminars, workshops and other publications. The knowledge 
acquiredd on the poor enabled the Cameroon government, donors and other 
developmentall  agencies interested in improving the conditions of the poor to assess 
theirr skills, abilities, problems and constraints. Such knowledge informed their 
decisionss on the potential targets groups for their support programmes, and how such 
supportt should be implemented. 

Thee process of knowing the poor does not operate from the top-down: from 
thee government and donors. Collecting information and building a knowledge base on 
thee poor is carried out not exclusively by donors and the government, but also with 
thee help of multiple informants at many sites including: microfmance institutions 
themselvess as well as the borrowers and the communities in which they live. This 
pluralityy of actors makes observation anonymous, working from top to bottom (i.e. 
donorss and the government) and from the bottom-up (i.e. by microfmance 
institutions)) and laterally (i.e., between microfmance institutions and more 
importantlyy by the borrowers themselves). This sub-section examines how the process 
off  hierarchical observation enables micro finance borrowers to become the object of 
knowledgee and how that knowledge links them to power. This is done following the 
variouss levels in the network of hierarchical observation: from top to bottom, from 
bottomm to top and laterally. 

a)) Top-down observation 
Upp until the end of the 1980s, there was limited information on the poor. 

However,, once it became apparent that the poor had to be included in the 
developmentt process, efforts began to build knowledge on them. A number of studies 
andd surveys were undertaken to collect information on their lives, their conditions, 
activities,, skills, abilities, as well as on the constraints they experienced, including 
theirr coping mechanisms. In general, the creation of a microfmance scheme begins 
withh a survey or study carried out by the government or donor. The purpose of the 
surveyy is to identify the target population but knowing more on their skills, potential, 
constraintss etc. Two examples can be taken to illustrate the way information has been 
gatheredd on the poor from the top-down: the World Bank (1995) poverty report and 
thee EC AM (1996) household survey. 

Donorr agencies and multilateral institutions such as the World Bank have been 
importantt actors in the development of knowledge on the poor and policies aiming to 
improvee their situations. The first major attempt at making the poor visible in 
Cameroonn was through a study conducted by the World Bank and documented in a 
19955 report entitled: "Diversity, Growth and Poverty Reduction". In over 200 pages 
thee report extensively built information and statistics on the poverty level in the 
country,, helping to clarify "what it means to be poor, who the poor are, why they are 
poor,, and what can be done about it" (World Bank, 1995:10). In documenting such 
informationn on the lives of people, the report made it possible to know them. This knowledge 
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cann be studied, examined, manipulated; it short, it enhances the capacity of those having 
accesss to it to control, train and insert specific sections of the population in the development 
process.. The report can be seen as a tool for enabling government and those involved in 
developmentt to extent their power over the population. The report provided the country's 
povertyy profile taking care to include the concerns and priorities of the poor. It 
becamee a major source of inspiration for most poverty-targeted projects some of 
whichh were in the area of microfinance. In addition to the World Bank's Report 
(1995),, the Cameroon government conducted other studies such as the Household 
Consumptionn Survey carried out in 1996 by the Department of Statistics and National 
Accounts. . 

Thatt survey, entitled "Enquête Camerounaise auprès des ménages 
(ECAM96),(ECAM96), collected information on around 1719 households. The survey covered 
bothh urban and rural areas. Questions focused on demographic composition of 
households,, education, health, economic activities, household assets, employment, 
householdd income, coping mechanisms, income expenditure etc. Based on the 
ECAM96,, supplementary surveys were conducted in 1997 (ECAM) resulting in four 
volumes56.. In the words of Amin & Dubois (1999) those surveys provided 
informationn on the "three dimensions of poverty and inequality - income, standard of 
living,, and capabilities - and their related components" (Amin& Dubois, 1999:9). 

Thee World Bank (1995) report and the ECAMs surveys are examples of how 
thosee in power can organise the process of information gathering on the population. 
Thee information collected by the World Bank report and the result of the ECAM 
surveyy mainly enabled the conditions of the poor to be known. Gathering information 
inn itself does not confer power, but the use that can be made of such information or 
thee potential exploitation of such information by other people makes it possible to 
exercisee power. At a project level, an example that can illustrate the process of top-
downn observation is the implementation of the FIMAC. 

Inn order to solve the problem of household food security in the early 1990s, 
thee Cameroon government with the World Bank support decided to start a FIMAC 
projectt in 1991 in all parts of the country as part of a food security project (World 
Bankk 1991). One of the specific channels used to collect information was the Ministry 
off  Agriculture. The main objective of the FIMAC project was to help achieve food 
securityy by providing credit and training to small farmers, especially women. The 
FIMACC provided credit to poor farmers organised in small groups. Like most 
microfinancee institutions in the country, the FIMAC were based on the tontines 
modelss - the local variation of rotating savings and credit associations' - which 
accordingg to the World Bank's Report provided: 

Valuablee institutional frameworks for the Government and for donors, including the 
Worldd Bank, to promote community direct involvement in channeling development 
fundss to the beneficiaries. (World Bank, 1995:130) 

Thee design and implementation of the FIMAC facilitated an architecture that 
aidedd the process of top-down observation of the poor. At the top was the World Bank 
whoo loaned the Cameroon government about three-quarters of the funds (US$14.59 

1997b.. Enquête Camerounaise auprès des ménages (ECAM), Vol. 2: Résultats. Tome 3: « Etat 
nutritionnell  des populations urbaines en 1996 » ; tome 4: « Femmes, pauvreté et marché du travail en 
19966 » ; tome 5: « Les modifications des prix relatifs et de la demande des biens et services de 
consummationn finale des ménages entre 1993 et 1996 et leurs impacts sur l'offre 
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million);; the second donor was the Japanese government who provided a grant for the 
projectt (US$3.6 million). The Cameroon government contributed about US$2.32 
million.. The funds went through the Ministry of Finance before being passed to the 
Ministryy of Agriculture in charge of administering the project. The director of 
Departmentt of Community Development was in charge of the FIMAC programme. 
Otherr government ministries were also involved in the implementation of the FIMAC 
projects:: the Ministry of Social and Women Affairs (MINASCOF)57 and the Ministry 
off  Fishery and Animal Industry (MINEPIA). The MINAGRI is ultimately in charge 
off  maintaining the national registers of all grassroots associations of the country. 

Inn order to ensure communication among the stakeholders, various committees 
weree created at various levels. At the national level was a national committee 
consistingg of nine senior staff, three contract officers and two consultants. In the 
provinces,, provincial committees were established to approve the loans. These 
committeess consisted of the governor, the provincial delegates from the ministries of 
agriculture,, social and women's affairs, fisheries, livestock and animal husbandry and 
thee financial controller. At the divisional level there were fifty-eight divisional 
coordinatorss spread throughout the country. 

Thee FIMAC not only financed projects, but also paid for the training and 
ensuredd loan recovery. FIMAC financed only projects from groups no less than three 
andd no more than twenty members. In order to qualify for a FIMAC loan, groups had 
too register with their respective administrative authorities from the MINEPIA, 
MINAGRI,, or MINASCOF or an NGO who acted as the sponsors of the group. 
Groupss seeking to borrow money from FIMAC were required to register with 
governmentt departments thereby helping to build knowledge on the groups. Based on 
thee information on the various groups and the business proposals, these government 
departmentss could endorse and sponsor projects before submitting them for the 
FIMACC loans. The various ministries58 involved in the implementation of the FIMAC 
projectt not only sponsored the projects, they were members of the provincial 
committeess that approved projects. They also supervised the activities of the groups 
theyy sponsored and ultimately ensured the loans repayment. The centralised nature of 
thee FIMAC project is an illustration of how information was collected and kept in the 
Ministryy of Agriculture. 

Towardd the end of the FIMAC project, some microfinance institutions became 
involvedd in the implementation of the loans. For instance, some credit unions centres 
weree called upon to administer the FIMAC loans. This was the case of the FIMAC 
loann scheme in Buea, which was administered by the local branch of the Credit 
Union.. Another more experienced microfinance institution, the Mutuelle 
Communautairee de Croissance (MC2) also served as an intermediary between the 
FIMACC and certain community groups (ADAF, 1999:22). The involvement of 
microfinancee institutions in the administration of FIMAC loans was supported on the 
groundss that it would help to ensure the sustainability of the project, as well as the 
transformationn of borrowers' attitudes towards a more market approach to credit. For 
instance,, it was suggested that free-interest rate on credit did not motivate borrowers 
too look for profitable investment and linking the borrowers to the emerging 
microfinancee institutions that were focusing on their sustainability would encourage 
creditt discipline. 

Thee Ministry of Women Affairs was in charged on projects submitted by women's groups. 
MINEPIA,, MINASCOF, MINAGRI and NGOs. 
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Att the micro level, grassroots associations and particularly their members 
weree actively involved in the process of building information on the groups. The 
FIMACC required that the rural poor it financed not only organised themselves into 
associations,, but also save a certain amount of money in a postal office. The 
requirementss to form groups and to save assumed that members knew each other and 
weree able to monitor each other and ensure that loans were repaid. The architectural-
likee chain of observation from the MINAGRI the implementing agency of the FIMAC 
downn to the divisional coordinators and the groups provided sites for collecting 
informationn on the borrowers in order to ensure that the loan were repaid. Although 
thee cooperatives members felt they were being observed, the loan repayments were 
nott high in micro finance standards. The centralised nature of the FIMAC contributed 
too the relative low repayment of the loans. Sponsors of the projects undertook the 
initiall  sensitization meeting to inform the population of the existence of the project. 
Theyy collected information on the community, particularly on the various associations 
thatt existed, the type of productive activities the local population were prepared to be 
involvedd in, their creditworthiness etc. The sponsored had the responsibility to assess 
andd monitor the projects. They were in charge of recovering the repayments and the 
groupss did not have to use the social collateral to ensure repayment. 

Thee above discussion provides a glance at how the process of making the poor 
visiblee is achieved. It also begins to show how that visibility is linked to power. In this 
example,, the process of making the poor visible helps to centralise the information on 
thee poor. Various registry systems within the various implementing ministries held 
informationn on the groups they sponsored and the MINAGRI held the centralized 
databasee of all FIMAC projects. That system enabled those ministries to maintain 
controll  over the borrowers and ensured that the government was in a position to 
know,, check and control what the poor were doing on the ground. However, in this 
process,, the responsibility of carrying out the observation was mainly that of the 
government.. As the end of the first phase of the FIMAC approached, decisions were 
madee to change this system and make the groups responsible for ensuring the 
repayments.. The second phase of the FIMAC project coincided with the growth of the 
savingss and loans cooperatives. It was decided to transfer the running of the second 
phasee to some of these new institutions. In the new institutions, power is more 
diffusedd than in the FIMAC centralised system 

b)) Bottom-up observation 
Itt is often assumed that through organising, the poor create awareness of their 

ownn conditions and are able to increase their knowledge of themselves. But in the 
hierarchicall  observation, the importance of the group is mainly in its ability to 
generatee peer pressure and ensure the repayment of loans crucial to the sustainability 
off  the micro finance institution. In a disciplinary power, power cannot be captured in a 
dichotomouss manner. It does not generate from above but operates in society. 
Bottom-upp observation also allows the poor to exercise pressure on government. Just 
ass the information and knowledge built following the research on the poor enables 
thosee in power to plan and take actions for change, the poor also use the same 
informationn and knowledge as the basis for dialogue when they lobby for change in 
theirr favour. The organisation of the poor in groups can help them to articulate their 
needss and aspirations to donors and the government. As the poor learn about the 
existingg possibilities, they change their behaviour to adhere to the requirements of 
donorss and financial institutions. For instance, many Cameroonian women (as do 
manyy poor men) began building various associations, registering their associations 
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withh various authorities with the knowledge that such actions were necessary if they 
wantedd to benefit from assistance, both financial and non-financial from the 
governmentt or donors. Interviews with staff from the Ministries of Women affairs and 
Agriculturee confirm the fact that the proliferation of self-help organisations was a 
resultt of individuals seeking to take advantage of the new opportunities to gain access 
too funding from the government and donors as exemplified in the case of the FIMAC 
project. . 

c)) Lateral observation 

Inn microfinance lending, the process of lateral observation works in two ways: 
throughh networking and through self-surveillance. When grassroots organisations 
buildd networks, they are also seeking to increase their visibility. Building networks is 
onee way the poor can create mechanisms that pass information on their priorities and 
needss to policy makers. Networking can also be used to channel resources and 
assistancee from donors and government to the poor. The emphasis of networking is on 
sharingsharing knowledge and innovations generated at the individual and community level. 
Thee most obvious illustration of lateral surveillance is in the group-based lending 
methodologyy used by most microfinance institutions. Group-based lending can be 
seenn as surveillance exercised continuously on borrowers, compelling them to 
conformm to the norm. It is a power that is economical, because it leads to self-
surveillancee by borrowers, helping to reduce the cost of providing financial services 
too the poor by lenders. The next section examines group-based lending to illustrate 
onee of the effects of hierarchical observation. 

5.1.22 The disciplinar y 'gaze' of group-base d lendin g 
Group-basedd lending methodology is generally credited in the literature of 

microfinancee for promoting the opportunities of the poor, and women in particular, to 
gainn experience in making decisions and influencing others as they learn to 
collaboratee in the group. It is argued to enable women to voice their opinions and to 
increasee their participation in decision-making as they build the necessary skills to 
interactt in their community. The group become the training ground that helps 
borrowerss to gain knowledge and skills thereby increasing their power. 

However,, group-based lending can be seen as a subtle mechanism for 
hierarchicall  observation. First and foremost, group-based lending methodology 
enabless the borrowers to become knowable. Groups are formed by members who 
knoww each other well: they know the risk of their potential peers; they know the 
businessess each other is involved in; they know the market in which they operate; in 
short,, they are interested and involved in each other's businesses and they can monitor 
eachh other to ensure that loans will be repaid. The possibility that the group can 
performm many of the administrative duties in managing loans reduces the lending 
institution'ss cost of delivering credit. In the group-lending method, monitoring is very 
importantt for ensuring repayments. In fact, after loan disbursement, group members 
oftenn conduct follow-up visits on a regular basis to their peers to provide immediate 
advicee and support when problems are identified. Monitoring from the staff and 
amongg the members themselves results in borrowers becoming aware that they are 
constantlyy monitored and that any delinquency could jeopardize not only their 
borrowingg privileges but those of the other group members. Consequently, each 
memberr ends up changing their own behaviour to the required norms of good credit 
risks.risks. The success of the group-based lending methodology is not based on the fact 
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thatt one defaulter can pull the entire group into default, but the fact that each group 
memberr ends up interiorizing the rules and requirements of being a good credit risk. 
Ass a result, they perform surveillance over and against themselves as they seek to 
conformm to the perceived norm. Thus, the group-based lending methodology trains 
borrowerss to adopt good credit discipline and, as a result, can be seen as a selection 
techniquee that weeds out entrepreneurs with bad intentions and ensures that 
repaymentss are high. 

Group-basedd lending has been borrowed from the experience of the Grameen 
bankk and most of its features have been turned into 'best practices' by donors and 
promotedd worldwide for replication. The success of the Grameen bank has been 
imputedd in part to the use of the group-based lending methodology. In order to find an 
alternativee to the collateral requirement, Grameen Bank began to join prospective 
borrowerss in to small groups of five people - often-landless rural women- to support 
andd pressure each other, thereby making each borrower more reliable. In fact, joining 
aa group is a self-selecting process in which individuals decide to join the group on the 
basiss of their ability and willingness to repay. This implicitly requires that prospective 
memberss possess, or are in a position to manage, stable and profitable businesses or, 
havee some minimum form of assets that can be used to start productive activities. 
Consequently,, group formation can be seen as the initial stage of market selection. 

Oncee the group is formed, the Grameen Bank requires members to undergo a 
periodd of intense training in the rules of the bank. The training given to members 
focusess on changing their attitudes, basic marketing skills etc. Members are requested 
too attend meetings designed to imbue them with a set of values and expectations that 
ensuree they wil l assume their place in the system, thereby helping to sustain it. To 
beginn with, they are required to make compulsory weekly savings deposits of a 
predeterminedd amount. In addition, members become eligible for loans only when 
theyy are in compliance with the rules of the bank. Grameen Bank also familiarises its 
clientss with certain rules known as the "Sixteen Decisions"59 which include subtle 
mechanismss for disciplining them to conform to the values and norms of financial 
discipline.. Interestingly, in addition to their social educational content, seven of the 
sixteenn decisions are implicitly market-oriented. For instance, the idea of hard work, 
whichh is crucial to the entrepreneurial concept, is the first decision of the Grameen 
rules.. The values of competition, achievement, discipline and, more importantly, that 
off  entrepreneurship included in those rules aim to ensure that Grameen's borrowers 
wil ll  be able to keep up a good credit discipline and continue to participate in market 
production. . 

599 1) We shall follow and advance the four principles of Grameen Bank - Discipline, Unity, Courage, 
andd Hard Work- in all walks of our lives; 2) Prosperity we shall bring to our families; 3) We shall not 
livee in dilapidated houses. We shall repair our houses and work towards constructing new houses at the 
earliest;; 4) we shall grow vegetables all year round. We shall eat plenty of them and sell the surplus; 5) 
duringg the plantation seasons, we shall plant as many seedlings as possible; 6) we shall plan to keep our 
familiess small; 7) we shall minimize our expenditures; 8) We shall look after our health; 9) we shall 
educatee our children and ensure that we can earn to pay for their education; 10) we shall drink water 
fromm tube-wells. If it is not available, we shall boil water or use alum; 11) we shall keep the centre free 
fromm the curse of dowry; 12) we shall not practice child marriage; 13) we shall collectively undertake 
biggerr investments for higher incomes; 14) we shall always be ready to help each other. If anyone is in 
difficulty ,, we shall all help him or her; 15) If we come to know of any breach of discipline in any 
centre,, we shall all go there to help restore discipline; 16) we shall introduce physical exercise in all our 
centres.. We shall take part in all social activities collectively (Holcombe 1995:41). 
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Too ensure repayment, another layer of discipline is imposed on the group. In 
thee first instance, only two members of a team are eligible for, and receive, a loan. 
Onlyy if the first two borrowers repay the principal plus interest over a period of six 
weeks,, do the other members of the group become eligible for a loan. That condition 
addss extreme pressure on the first borrowers to repay the loans. The chairman of the 
groupp is the last borrower of the group. 

Weeklyy meetings function just as a site for control and surveillance. They 
enablee the necessary surveillance that forms the cornerstone of the success of 
microfinancee schemes. Regular meetings provide opportunities for sharing 
information,, collecting savings and making repayments. As women learn to save, 
investt the loans productively, maintain good credit discipline and keep records of 
theirr monetary transactions during those meetings, they end up internalising the norms 
off  the market. That control is consolidated by self-discipline. Although the group-
basedd lending is disciplinary as shown here, it is not entirely negative, but productive. 
Byy sharing information and communicating, members of the group increase their 
individuall  and collective power. Members gain experience in working together, in 
decision-makingg and influencing others. It is this empowering aspect of the group-
basedbased lending, which is often highlighted, in traditional research on microfinance. 

Thiss methodology used in lending by Grameen Bank has become known as 
thee group-based lending in which borrowers within the group cross-guarantee their 
loanss and as a result, act as an alternative to the collateral required by conventional 
banks.. If one member defaults, none of the other members can get a loan. In this 
sense,, the collective responsibility of the group serves as the collateral on the loan. 
Thee group mechanism transfers risks of non-repayment from the programme to the 
groupp itself (Hashemi, 1997:251). The staff6 or field officers of microlending 
institutionss regularly gather information on the borrowers. In Grameen Bank, groups 
aree formed with the help of a staff member who go into the community to inform the 
populationn of the existence of the programme. Through the discussions in the 
community,, they build knowledge of the possible clientele and when the groups are 
formed,, they gather additional information on the demography of the members. That 
informationn is used to strengthen their supervision. Pressure may be called to exercise 
controll  on any group or group members who do not follow the rules. Field staffs are 
requiredd to conduct frequent visits to defaulters and sometimes, community meetings 
aree convened and defaulters are requested to comply. Staff members also exercise 
somee control over the group members through loan monitoring. They use the 
informationn gathered in the files of individual borrower (the pass book) to exercise 
controll  over the borrower. 

Grameenn Bank's methodology helped to reduce the transaction costs 
associatedd with the provision of small loans by eliminating the need for lending 
institutionss to gather and keep information on individual borrowers. Grameen forms 
groupss typically consisting of individuals engaged in more or less similar economic 
activities.. Their knowledge of each other as well as that of their economic activities 
helpss them to understand the risks involved. That knowledge facilitates the 
assessmentt and monitoring of the creditworthiness of group members. Similarly, the 

600 The Grameen Bank claims to be based on the voluntary formation of group, but in reality, the 
processs of group formation is not a spontaneous. It is a complex process in which both the bank's staff 
andd local population are involved. To start off, a branch manager and some workers visit the villages to 
familiarizee themselves with the local milieu in which they will be operating. They conduct door-to-
doorr visits to identify the prospective clientele, and explain to them the purpose, the functions, and the 
modee of operation of the bank. 
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samee knowledge enables the evaluation of each other's borrowing proposals and 
makess the subsequent monitoring of the activities financed easier. This benefit of 
group-basedd lending combined with high repayment has spurred efforts to replicate it 
worldwide. . 

5.1.33 The globalizatio n of the Grameen Bank' s mode l 
Inn the world of Microfinance, Grameen Bank is hailed as a model 

microfinancee lending scheme to be emulated worldwide. Donors are asking 
microfinancee institutions wishing to receive their funding to adopt group-based 
lending.. It has become a crucial element for the implementation of cost-effective and 
sustainablee credit and savings programmes for the poorest of the poor, especially 
women.. In fact there is an attempt to discipline microfinance institutions worldwide 
byy demanding that they adopt features that have made the success of the Grameen 
Bank.. Most features of its lending methodology such as targeting mainly the poor and 
women,, group-based lending, aiming for sustainability etc, have been translated into 
'bestt practices' and provide donors and financial institutions with a model on which 
too base their common strategy for funding microfinance programmes around the 
developingg world. It is worth mentioning that the Grameen Bank is neither the only 
microfinancee institution focusing on the poor nor the only large scheme to use group-
basedd lending model. The BRAC has more members than the Grameen Bank and also 
usee the group-lending methodology. 

5.1.44 Cameroon' s experienc e wit h group-base d lendin g 
Differentt models of group-based lending have been experimented with in 

Cameroon:: the Grameen-like model and the tontine-based one. Traditionally, rural 
financiall  institutions in Cameroon prefer the individual lending model to group-based 
lending.. Loans are provided to individuals based on collateral rather than on group 
pressure.. Today, most microfinance programmes in Cameroon are using a mixture of 
individuall  and group-based lending models. The large majority of Cameroonian 
microfinancee institutions are based on informal financial systems already being used 
byy the micro entrepreneurs such as the 'tontines' and/or 'njangis'. The tontines and 
njangiss are local variations of rotating savings and credit associations that use group 
solidarityy as an alternative to collateral. Most microfinance institutions in Cameroon 
aree based on the tontines. A group of tontines comes together to form a financial 
cooperative.. In such institutions, it is not the tontine's members in their individual's 
capacitiess who are members of the cooperative but rather the tontine or the njangi as a 
group.. The tontines deposit the savings of their members in an account with the 
cooperative,, which then allows them to apply for a loan. In the case of the FIMAC, 
thee loans were given to finance the activity of the tontines rather then the activities of 
individuall  members. Some MFIs use a different variation of this model in which the 
loann proposal submitted by the tontine consists of individual loan applications. In 
suchh situations, when the loan is approved, individual members can receive their own 
sharee of the total portfolio. 

AA few differences exist between the tontine-based and group-based lending 
model.. In the Grameen Bank's type (group-based lending models), groups are 
smaller.. Loans are not given to the group but to individual members as already stated. 
Thee average group size in the tontine is larger. Most tontines form groups ranging 
fromm 7 to a couple dozen people as in the FIMAC while in the Grameen type the 
groupp size is between 5 to 7 people. Lacking in the tontines are additional stringent 
disciplinaryy mechanisms such as the requirement in the Grameen Bank's group-based 
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lendingg model that makes access to credit by some members conditional on the first 
memberss repaying their debts and the collective responsibility of the group-based 
lendingg to repay the debt of a defaulter. 

Theree is some experimentation with the Grameen-type group-based lending in 
Cameroon.. The Benevolent Community Education and Rural Development Society 
(BERDSCO)) is one example of a microfinance institution that uses the group-based 
lendingg methodology. The BERDSCO is one of the Grameen Bank replication 
operatingg in the locality of Bamenda and provides loans mainly to women organized 
inn groups. There is an increase in the adoption of the Grameen-like group-based 
lendingg model in Cameroon. Some small microfinance institutions that have been 
experiencingg funding problems are embracing the Grameen model in order to get 
accesss to outside capital. One such example is the National Centre for the Counselling 
andd Women Entrepreneurship Development Training (NCCWEDT). The experience 
off  the NCCWEDT illustrates how group-based lending has been introduced in 
Cameroonn to discipline small borrowers to become efficient market producers. 

Thee NCCWEDT is a membership non-profit organisation, which was set up 
exclusivelyy for women. In the early years, the programme adopted an integrated 
approachh to address the problems facing its members. The NCCWDET's original 
objectivee was to organize and train women and girls in small business initiatives and 
thenn provide them with small loans to support their productive activities. Its activities 
consistt of credit, saving mobilization, entrepreneurship development; marketing 
techniques,, appropriate technology transfer, batik work, soap making, sewing, 
sculpturee etc. The core staffs run training programmes and provide human resources 
andd occupational skills development. The scheme provides training to its members, 
introducingg them to new technologies such as sun-dried vegetables and soap making. 
Afterr the training, women are provided with some input as well as small loans to 
beginn their income generating activities. Other non-financial services include teaching 
sewingg to young girls and providing health care training with a focus on HIV-AIDS. 
WhileWhile credit formed an important part of the NCCWDET activities, the manager of 
thee scheme reported during our interview experiencing some problems with 
repayments.. She pointed out that the organization had in the past paid less attention to 
thee issue of loans monitoring and did not charge interest rates that could have enabled 
themm to cover their costs of delivering credit to their members. The low loan recovery 
raterate and the lack of attention to savings mobilization led to the dwindling of the 
loanablee capital fund. By year 2000, the scheme had been starved of funding and the 
lendingg operations halted. Efforts were taken to widen the funding base of the scheme 
andd the management ultimately decided to join the Grameen Network. 

Thiss decision has serious implications for the future of the organization. The 
firstfirst implication is that by becoming an affiliate of the Grameen Trust entails a switch 
fromm hitherto integrated approach to credit delivery to a minimalist approach 
characteristicc of all Grameen replications. The management sees in such an alliance 
thee 'only' feasible alternative to get access to donors' financial support. This 
experiencee is shared by other small microfinance schemes especially women-focused 
microfinancee schemes operating around the country. Transformation for the 
NCCWDETT entails adopting the group-based lending, grouping prospective 
borrowerss into small groups, using a mixture of the CASHPOR house index to 
targetingg the poor. The coordinator of the NCCWDET has been to Bangladesh to 
learnn the Grameen Bank's methodology. She understands the working of the 
methodologyy and foresees some problems such methodology would have in the 
Cameroonn context. She notes that there are problems if her scheme wants to use the 
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Grameenn poverty indicators such as the size of the land to isolate the poor. She also 
pointss out that while the CASHPOR house index might be useful in rural areas in 
Cameroon,, they have limited use in urban area such as Yaoundé where the 
NCCWDETT operates. In Bangladesh most borrowers live in their communities and 
knoww each other well. They also live in their own houses. In Yaoundé most poor 
peoplee live in rented accommodation and often move regularly. This can create 
difficultiess in identifying the poor. Despite these difficulties, she argues that there is 
noo problem saying that 'one has adopted the group-based lending'. In fact, as many 
otherr small credit schemes experiencing similar funding problems also argue, to say 
thatt one uses group-based lending is only a tactical move used to help them qualify 
forr external funding. Once funding begins flowing in, they will carry on doing things 
ass before. Such attitude suggests a certain resistance from the part of smaller 
microfinancee institutions to the globalisation of the Grameen methodology. 

Thiss first section has examined how the poor who were hitherto invisible is 
beingg made visible. Microcredit has been able to successfully use the first mechanism 
off  disciplinary training: hierarchical observation to build knowledge on the poor and 
enablee that information to be used to exercise power on them. Through a variety of 
mechanismss of hierarchical observation, information is gathered on the poor and 
knowledgee is built on them. This knowledge is then used to try and solve their 
problems,, training them, transforming and even controlling them. However, the fact 
thatt attempts are made to train and transform borrowers does not necessarily ensure 
success.. Training and self-discipline in themselves are not enough to achieve positive 
result.. They need to bee supplemented with some sort of punishment or reward. 

5.25.2 Normalising the borrower as market producers 
Conformityy to or compliance with the rules is meaningful only if there are 

consequences.. According to Foucault, the second means used by disciplinary power 
too train people is "normalization judgment'. It is a mechanism, which normalizes by 
punishingg non-conformity to the norm. Foucault explains that 

Itt was a question both of making the slightest departures from correct behaviour 
subjectt to punishment, and of giving a punitive function to the apparently indifferent 
elementss of the disciplinary apparatus: so that if necessary, everything might serve to 
punishh the slightest thing; each subject find himself caught in a punishable, punishing 
universalityy (Foucault, 1977:178). 

Manyy rules and practices in microfinance perform the functions of the 
'normalizingg judgment'. The threat of expulsion from the group if repayments are not 
madee is one example of a punishment for non-observance of the rule. But according 
too Foucault, the aim of punishment is not repression. In discipline, punishment is only 
onee element of a double system: gratification-punishment in which punishment is 
avoidedd as far as possible. What is more effective is to 

Makee rewards more frequent than penalties, the lazy being more encouraged by the 
desiree to be rewarded in the same way as the diligent than by the fear of punishment 
(Foucault:: 1977:180) 

Normalizingg judgment is about power over individuals because it regulates 
theirr behaviour. The normalizing judgment in microfinance is examined here by first 
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lookingg at its characteristics and then how they operate in the practices of 
microfinance. . 

5.2.11 Main feature s of normalizin g judgmen t in microfinanc e 
Normalizingg judgment is part of the necessary power exercised over 

individualss and is critical to the successful functioning of microfinance in 
transformingg the behaviour of the borrowers. Microfinance seeks to reach the 
economicallyy active poor with financial services in order to enable them to establish 
andd sustain enterprises. However, in order for this to be sustainable, credit to the poor 
operatess through five distinct operations that are: comparison, differentiation, 
hierarchisation,, homogenization and exclusion. This section examines the five 
operationss of the normalizing power of microfinance, focusing on how they operate to 
transformm borrowers' behaviour to conform to market principle. 

Thee objective of the first operation of a normalizing judgment is to make 
comparisonn possible. According to Foucault, "it refers individual actions to a whole 
thatt is at once a field of comparison, a space of differentiation and the principle of a 
rulee to be followed"(Foucault 1977:182). In the field of microfinance, the borrower's 
actionn is referred to its value as determined by the market standards. In the market the 
economicc activities are separated based on standards of comparison and 
differentiationn set out for all to see. The market enables producers to be located along 
aa continuum of enterprise types ranging from income generating activities, 
microenterprises,, small enterprises, medium-sized enterprises and large enterprises. 
Individual'ss production activity is assessed allowing them to be compared to each 
otherr and penalize or rewarded for success or failure in meeting goals set within the 
hierarchicall  structure of enterprise system. The existence of various types of 
enterprisess has led to the emergence of a variety of financial institutions to cater for 
thee needs of each type of market producers. In Cameroon subsistence production has 
beenn and remains invisible and seldom supported by policy makers. It is only when 
productionn is intended for sale on the market that efforts have been made to promote 
them.. The comparison of entrepreneurs on the basis of what they produce determines 
thee type of support they can have. A number of factors of productions or resources are 
criticall  for the success of economic activities. Financial resources are critical parts of 
thee necessary resources. The existence of different types of entrepreneurs has led to 
thee emergence of different types of financial institutions to better service the needs of 
eachh type of entrepreneur. It is in that respect that the focus by policy makers on 
promotingg the development of microenterprise has let to the emergence of the 
microfinancee industry. As the experience in Cameroon shows before the strategy to 
promotee self-employment, there was no microfinance industry in Cameroon. Today, 
microentrepreneursmicroentrepreneurs are expected to get most of the financial needs catered by 
microfinancee institutions. In the market, producers are compared to one another and 
basedbased on that comparison, can access different types of credit. 

Accordingg to Foucault, the second operation of a 'normalizing judgment' aims 
att differentiation. It "differentiates individuals from one another, in terms of the 
followingg overall rule: that the rule be made to function as a minimal threshold, an 
averagee to be respected or as an optimum towards which one must move" (Foucault 
1977:182).. Microfinance enables the poor to be differentiated. As the research shows 
whilee the official rhetoric argues that microfinance is to alleviate poverty not all poor 
havee access to it. In fact there are several advantages in replacing the poor by the 
entrepreneuriall  poor or the microentrepreneur. Such differentiation clearly sets apart 
thee target of microfinance from the rest of the other poor and therefore eases the 
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processs of supervision and control. The typical clients of microfinance are low-
incomee individuals that do not have access to formal financial institutions. They are 
poorr but have as a main activity, a small economic one that provides them with a 
relativelyy stable source of income. Only the entrepreneurial poor, that is, the 
economicallyy poor, may have access to microfmance. Its main objective is to help 
thesee types of poor to build viable businesses (that would bring them sustainable 
benefitss such as income, assets etc) leading to the view that microfinance is for 
microentreprise.. Consequently, microfinance differentiates between the different 
typess of poor based on their entrepreneurial abilities. Microfinance is concerned with 
differentiationn or classification and in so doing it behaves as a principle of 
normalization.. In fact many methods have been developed to help in the identification 
off  microfinance clientele. Once the clientele is identified, prospective borrowers have 
too abide by certain rules. No matter what target group a credit programme seeks to 
serve,, prospective borrowers must obey certain principles. These principles are 
inherentt in the credit guidelines and include: creditworthiness, ability to pay positive 
interestt rates, savings ability etc. These credit guidelines serve as a minimum 
threshold.. In fact, the set of criteria are deliberately left vague to allow lending 
institutionss to make their own judgments on how to set the interest rates for instance, 
onn how to assess the creditworthiness of the borrower or what wil l constitute the 
collateral.. Similarly, MFIs remedy the lack of credit history by most prospective 
borrowerss by requiring in such situation to save as it serves as a useful guide in 
determiningg the ability and willingness to repay credit. The credit guidelines help to 
differentiatee who wil l get access to loans. For instance, to qualify for credit and to 
continuee having access to microfinance credit, the microentrepreneur must be able to 
respectt the basic credit guidelines. He or she must be able to show not only the ability 
too invest the loans productively, but also the ability to save and pay high interest rates. 
Thee credit guidelines also include the possibility of graduation as suggested in the 
thirdd operation of a normalizing judgment. How to set the interest rates is left to the 
discretionn of lending institutions. 

Thee third operation "measures in quantitative terms and hierarchises in terms 
off  value the abilities, the level, and the 'nature' of individuals" (Foucault 1977:183). 
Inn microfinance, individuals are evaluated on the basis of their abilities creating a 
hierarchyy that makes it possible to attain higher ranks. Quantitative indicators 
considerr the borrower's characteristics: loan size, repayment rates, savings, etc. Based 
onn their abilities, some borrowers are judged good credit risks; they save, repay their 
loans,, expand their business and can be upgraded to larger loans. Progress is 
measuredd to enable graduation to larger loans. This system of rewarding good 
behaviourr disciplines lenders to follow the norm. 

Thee fourth operation "introduces, through this 'value-giving' measure, the 
constraintt of a conformity that must be achieved" (Foucault 1977:183). Establishing 
standardss against which individuals and organizations can measure their performances 
iss critical for the success. Microfinance institutions can be compared against 
establishedd standards which are presented in the 'best practices'. Everybody can 
benefitt from a set of common standards that would help to assess their performance. 
Justt as MFIs are assessed in terms of the their outreach, sustainability and impact on 
thee borrowers. The borrowers in turn are assessed based on common indicators such 
ass creditworthiness, ability to take loan with interest rates, savings potential etc. 
Borrowerss can compare their performance against these measures. 

Lookingg at the lending criteria suggests that basically most lending 
institutionss use the same criteria for appraising loans. They assess creditworthiness, 
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thee project viability, require some sort of collateral to secure the loans and apply 
interestt rates on them. These criteria have become the standard norms that allow 
lendingg institutions to evaluate entrepreneurs before loans are approved. In lending for 
productivee investments, the 'value-giving' measure is that all loans are provided on a 
commerciall  basis. Subsidized credit without interest rates is no longer the answer, 
evenn when credit is targeted at the extreme poor. The primary objective of 
contemporaryy lending institutions, including microfinance institutions is to achieve 
thee sustainability of their institutions. As a result, lending institutions must operate on 
aa commercial basis61. To operate on a commercial basis means that attention wil l be 
paidpaid to sustainability. In order to become sustainable, lending institutions assess loans 
applicationsapplications on the basis of certain criteria that include: creditworthiness, collateral, 
repayments,, interest rates etc. These criteria while helping the lending institution 
becomee sustainable, also helps to train the borrowers to act in certain ways. The 
cornerstonee here is that one will be rewarded for achievement and be punished for 
lackk of conformity. The prospect of continued access to regular and larger loans instill 
inn the borrowers good credit discipline. Failure to conform to the credit guidelines is 
sanctionedd by the withdrawal of credit. In so doing, the credit guidelines homogenize 
thee borrowers. The point is not that all borrowers become the same, but that no matter 
thee credit institutions, borrowers have to abide to some common credit guidelines. 

Thee main objective of the fifth operation is to exclude. It "traces the limit that 
wil ll  define differences in relation to all other differences, the external frontier of the 
abnormal""  (Foucault 1977:183). In microfinance, those who cannot conform are 
excluded.. There is no tolerance for individuals going out of the boundaries. For 
instance,, resistance in the form of non-repayment of the loan or default is punished by 
exclusionn from further access to credit. As already stated, it is important to remember 
thatt this exclusion is not to be perceived as repressive. The aim of exclusion is to 
encouragee desire from the excluded to normalize. Consequently, those who conform 
aree rewarded while the ultimate punishment is the denial of further access to credit. 

Thee rationale for providing microfinance to the poor is to enable them to 
generatee cash income through productive activities that ensure benefits to the 
borrowerss and the loans to be repaid. What this sub-section suggests is that the credit 
guideliness function like a normalizing judgment, disciplining the clients of 
microentreprisess to adopt market norms. The credit guidelines which involved factors 
suchh as creditworthiness, interest rates, repayment schedules, savings mobilisation etc 
enablee clients of microfinance to be compared, differentiated, hierarchised, 
homogenizedd and excluded. The cornerstone of the concept of discipline is that one 
wil ll  be rewarded for achievement and be punished for lack of conformity. The next 
sub-sectionn goes into details on how the credit guidelines train the micro borrowers to 
becomee efficient market producers. 

5.2.22 Promotin g marke t producer s throug h the credi t guideline s 
Microfinancee has adopted techniques that permeate all types of credit. These 

guideliness are not peculiar to any form of credit and work so as to produce individuals 
thatt adhere to the market system. Access to credit is based on the borrower's abiding 
too certain criteria that will be termed here as the credit guidelines. Those credit 
guideliness include: creditworthiness, collateral, the application of interest rates, the 
repaymentt schedules and the savings requirement. As borrowers seek to fulfil l such 

611 By looking at sustainability can the microfinance institutions ensure it will provide finance to the 
poorr on a long-time basis 

120 0 



Thee Disciplinary power of Microfinance 

criteria,, they progressively change their attitudes, conforming to the norm of 
becomingg efficient market producers, something that development specialists have 
beenn seeking to achieve for a long time. This sub-section looks at how the credit 
guideliness work as reward and punishment, training the borrowers to change their 
attitudess and behaviour and become efficient market producers thereby ensuring they 
wouldd continue to have access to credit. 

a)) Creditworthiness and market discipline 
Inn order to understand the disciplinary power of microfinance, it is important 

too start with the way that the concept of credit and that of the entrepreneurs 
underwentt changes in Cameroon. In general, one of the first criteria accessed by 

-- - . . . A? 

lendingg institutions when deciding on approving the loan is creditworthiness . 
Inn the past, access to credit in Cameroon was not determined by the 

individual'ss creditworthiness. In fact the ability of the borrowers to repay or their 
willingnesss do so, the viability of the enterprises, the collateral requirement and the 
creditt history had less bearing on who got credit. For a long, time, having access to 
creditt was dependent on the borrower's position, or connections within the lending 
institutions.. That was the case with access to credit in most commercial banks or the 
rurall  institutions. While the elite and big traders had access to credit, the poor had 
(andd still have) no access to formal banking system (World Bank 1995:38). Until the 
1990s,, most Cameroonians had a different perception of both enterpreneurship and 
credit.. Entrepreneurs had lower status in Cameroon society. Similarly, it was normal 
forr most people to see credit as something that did not necessary need to be repaid. 

Althoughh able and wealthy entrepreneurs have always existed in the country, a 
ratherr negative perception of entrepreneurship persisted until the 1990s. For a long 
time,, becoming an entrepreneur did not necessarily confer status. Entrepreneurship 
didd not confer title to individuals. Moving from one level of the enterprise hierarchy 
too another did not allow the entrepreneur to gain some titles individuals saw as 
conferringg status, influence and respect. This might have been a result of the fact that 
mostt entrepreneurs began as self-employed, selling some products such as peanuts, 
chickenn or oil in the market and thereafter, climbing their way along the ladder. 
Cameroonn is a country with a strong tradition of titles. As elsewhere, titles in 
Cameroonn society were acquired either by birth or by office. Most communities in the 
countryy have developed very complex systems of social stratification in which 
complicatedd systems of peerage built around the chiefs and their entourage allows 
peoplee to gain status and power, independent of their economic position. For the large 
majorityy of the population not born to the nobility class, civil service offered the 
opportunityy to acquire titles as a result of holding certain office functions or positions 
(fromm section supervisor to manager, and from director to minister). Since 
independence,, the Cameroonian state has been the biggest employer. The state sector 
hass an elaborate hierarchical system that confers rank and titles to civil servants. 
Basedd on a given level of education people were able to enter formal employment at a 
specificc rank and promotions and appointments allowed employees to move up the 
professionall  ladder and more importantly enjoy social status, influence and respect. 

622 Creditworthiness is accessed on the basis of five factors known as the 5c: capacity, capital, collateral, 
characterr and conditions. 
633 The Nso' society provides an example of such a strict hierarchical structure with as head the 'fon'. 
Thee fon or chief is often surrounded by their counsellors and other titleholders, nobles and dignitaries 
(thee traditional elite) who often exercise a lot of power as a result of their generous rights and 
privileges. . 
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Thee civil service constituted a sector of high mobility, which allowed individuals to 
gainn status independent from their traditional structures. As a result, most 
Cameroonianss tended first to first seek salaried employment, preferably in the state 
sectorr before looking for jobs elsewhere. For educated individuals, a business venture 
begann as a result of the temporary inability to find employment in the civil service. 
Forr others, particularly the less educated individuals living in rural areas such as 
women,, involvement in business had nothing to do with choice. Participation in the 
informall  sector was often considered the ultimate sign of lack of status64. Petty-trade 
wass not seen as a decent way of earning a living. People could not earn a title from 
suchh activities. Individuals in the informal sector were seen as 'débrouillards' 
(hustlers),, basically people without a fixed job. That negative perception was 
strengthenedd by the frequent police harassment of people engaged in this sector. This 
perceptionn of entrepreneurship, particularly the negative image of the informal sector 
affectedd its participants' ability to access credit. Their businesses were not seen as 
beingg profitable. This affected the assessment of the creditworthiness of the 
entrepreneurss and contributed to their exclusion from bank credit. However, 
successfull  large and wealthy entrepreneurs were able to use their economic positions 
too gain access to credit. 

Att independence, external financing dominated the economic development of 
thee country. The banking system was dominated by foreign capital and as a result, the 
statee had the firm intention to have some control over the banking sector. State 
involvementt took many forms: directing the allocation of capital and credit, having 
sharess in banks, setting interest rates, control over exchange rates and prices. It also 
meantt establishing national banks and some rural financial institutions. Measures 
weree taken to curb the dominance of foreign capital in the economic development of 
thee country. For instance, the order no. 73/27 of August 30th, 1973 regulating the 
bankingg sector stipulated that all banks should have Cameroonian nationality 5. In 
contrastt to complete nationalisation which was taking place in other African 
countries,, this law only sought to ensure that Cameroon would be represented in every 
financiall  institution. It explicitly provided that Cameroonian interests (often in the 
formm of the state) should hold at least a third of the share capital of each banking 
institution.. Having Cameroonian nationality also meant appointing nationals at the 
highestt level of banks' management. Consequently, Cameroonians (often politician, 
seniorr civil servants, ex-ministers) headed all banks. Cameroonians also filled most 
positionss in the board of directors of financial institutions, and even cooperatives. 
Thiss practice continued until the late 1990s. Using their influence and power over the 
allocationn of credit within the banks, politically appointed bank leaders granted 
themselves,, their friends, family members and their political friends large loans 
facilities.. Many authors refer to this system of accumulation in which employment 
providess a base from which sources can be created for the political expanded 
reproductionn of capital straddling (Cowen, 1997; Leys, 1978; Ilife, 1983:81). The 
loanss they obtained were often spent in conspicuous consumption and sometimes 
investedd in some productive activities. When the loans were invested, involvement in 
suchh activities was not motivated by the need to gain profits and accumulate capital. 
Forr most of these borrowers, entrepreneurship was considered a part-time occupation; 

AA driver in a ministry or a messenger often considered himself or herself to have more status even 
whenn their salaried was below that of a market trader. 
655 One of the provisions of this article is that "Cameroonian interests in the share of capital of each 
bankingg institution must be at least 33 percent" which effectively gave the government control over 
banks. . 
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justt something to do while waiting for another political appointment or a new position 
inn the civil service. Positions and contacts rather than creditworthiness tended to be 
cruciall  determinants for accessing credit for productive purposes. The ability and 
willingnesss to pay and the viability of the project played no significant part in 
assessingg most borrowers' creditworthiness. As a result, most of them defaulted on 
theirr loans as most businesses in which they invested the loans proved to be 
unprofitable.. Additionally, some borrowers simply lacked the willingness to repay 
theirr loans, especially as there was hardly any real punishment or consequence for not 
repaying.. The non-enforcement of repayments in the past contributed to the general 
perceptionn that credit would simply be written of if not repaid. As a result, even when 
thee economic activities were profitable and the entrepreneurs had the ability to repay, 
somee borrowers were reluctant to do so. This lack of credit discipline by the rich and 
powerful,, particularly their inability or unwillingness to repay their debts was 
commonn knowledge in society. As a result, smaller borrowers also tended to default 
theirr loans. The general perception of credit as a political tool, as a mechanism for 
incomee transfer and therefore something that did not necessarily have to be repaid 
contributedd to the lack of credit discipline. 

b)) Market approach to creditworthiness 
Thee 1990s heralded a fundamental change in society. The economic crisis, the 

ensuingg reforms of the civil service and the financial sector brought about changes in 
thee social constructions of the notions of entrepreneurship and credit. Reforms of the 
civill  service led to a continued reduction of the number of public employees. As 
formall  employment declined, an increasing number of people found entrepreneurship 
ann important avenue for earning an income. The Government's attitudes also changed 
withh the recognition that making credit available to the poor rather subsidised credit 
programmes,, was a more sustainable means of generating income and employment 
whichh in turn helped to reduce poverty. New policies facilitated the registration of 
businesses,, making entrepreneurship a more positive activity. Reforms of the financial 
sectorr strengthened the legal and supervisory environment to assist lenders in 
enforcingg payment. Those changes added to the financial sector crisis and led to 
changess in attitudes towards credit. In contrast to the old style state-run financial 
institutionss such as FONADER, the new savings and loan cooperatives that emerged 
inn the 1990s took the assessment of creditworthiness as a crucial part of their credit 
delivery.. Analysing creditworthiness became a requirement especially as lending 
institutionss had to think about their own survival. 

Sincee then, assessing the creditworthiness of entrepreneurs began to be seen as 
aa natural and legitimate part of the process of obtaining loans. All lenders had to judge 
thee creditworthiness of the prospective borrowers before disbursing the money. The 
willingnesss and ability to repay (often measure by the financial conditions of the 
borrower)) determined if the individual was a good or bad credit risk. Lack of 
creditworthinesss became punishable by a denial of credit. But what is important is that 
peoplee gradually begin to perceive creditworthiness as something that is rewarded 
withh credit. Even though most commercial banks continued to regard the 
entrepreneurss in the informal sector as not being creditworthy, individual borrowers 
weree keen to demonstrate their creditworthiness. In response, the emerging 
microfinancee institutions evolved alternative ways of assessing the creditworthiness 
off  low-income individuals. Some of those institutions used tontines and other self-
helpp groups run by the poor in general and women in particular as a means to 
improvingg the creditworthiness of their members. In the MC2 for instance, conditions 
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forr getting productive loans included: a presentation of a viable project proposal, a 
personall  contribution of at least 20 percent of the cost of the project which could be in 
thee form of cash or in kind and a collateral in the form of two guarantors. The MC2 
alsoo accepted unconventional collateral such as ' life insurance policies, panther skin, 
horsetailss and other items of high traditional values' (ADAF, 1999:29). 

Att the CEC-PROM Mature for instance, assessment of creditworthiness is laid 
downn in the management handbook "Manuel de Geslion CEC-PROM MATURE". The 
assessmentt of creditworthiness constitutes an important requirement of credit delivery 
andd involves two important steps. The first step in dealing with productive loans 
involvedd the assessment of the prospective borrower's file, the study of the activity, 
thee explanation of the functioning of the CEC-PROM Mature followed by an 
intervieww with the member. The second step involved six points: the first one focused 
onn the objectives of the loan (the motive, the amount and how it would be spent and 
thee duration of the loans); the third point handled the historic by analysing the key 
featuree of the business including the starting date, the sector of the activity (detailed 
descriptionn and locality) and the experience of the member with the CEC-PROM 
Mature.. The fourth point examined the reason for requesting a credit. The fifth point 
lookedd at the recommendations focusing on the risks and repayment plan. The sixth 
andd last point examined the guarantee or collateral which are additional forms of 
securityy that the lender could provide. A guarantee was just someone else who signed 
aa guarantee document promising to repay the loan in the event the lender stopped 
repaying.. The CEC-PROM Mature management handbook required that the credit 
contractt could only be signed when the application had demonstrated the viability and 
profitabilityy of the activity; when the guarantees had been validated and were in 
compliancee with the procedures. 

Assessingg the creditworthiness of the entrepreneur helped focus attention on 
individuall  capabilities. It was now possible for lending institutions to know how the 
potentiall  of a given individual set them apart from other entrepreneurs in society, 
particularly,, how they behaved with regard to accessing credit. Similarly, the 
knowledgee by the borrowers that creditworthiness was a critical aspect of the loan 
approvall  procedure acted as a means of training. Borrowers learned more about the 
sectorr of the activity they were engaged in. They became aware that knowledge of 
theirr experience in the sector would be positively assessed. Similarly, the borrowers' 
capacityy to mobilize resources, their debt capacity were important aspects of credit 
delivery. . 

b)) Savings requirement and market discipline 
Thee large majority of microfinance institutions operating in Cameroon based 

theirr lending activities on the savings mobilized from their members. In fact, they 
aimedd to sustain their lending activities by encouraging savings. Most MFIS had a 
policyy of providing loans to their members only after they had shown their ability to 
save.. In fact, the size of the loan was positively linked to the size of the deposits. Very 
often,, the loans are granted based on a ratio of three times the size of the client's 
savings.. In the CamCCUL methodology for instance, members qualified for credit 
onlyy after they had saved up to 30 percent of the credit applied for. In the MC2, 
savingss were also rewarded by access to credit. In fact, almost all microfinance 
institutionss in Cameroon extended loans only when members who had saved a certain 
amountt of money. Savings therefore played a double function of incentive and 
sanction.. A clear example of the punishment function of savings was the simple 
requirementt that without savings, credit would not be extended and a clear example of 
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incentivee or reward was that savings opened the way to loans. The result of that 
doublee function was not to exclude certain categories of people from borrowing, but 
too elicit conformity to the rule. To become a member of a MFI, people were self-
selectedd on the basis of their ability to save. Prospective borrowers became aware that 
savingss were a prerequisite for access to credit, but more importantly, that savings 
weree positively linked to credit. Borrowers knew that the larger the savings, the larger 
thee size of the loans they could apply for. Consequently, lending decisions were based 
onn the saving capacity of the borrowers. The result is that members learn that their 
savingss potential are positively linked to the level of credit they can apply for. 

Linkingg the access to credit with the existence of savings could also be seen as 
aa punishment. Loans were secured with savings; the borrowers (and the guarantors 
whenn applicable) did not have access to their savings until the loans had been fully 
repaid.. That was the case in most microfinance institutions. For instance, at the CEC-
PROMM MATURE, article 6 of the lending conditions for productive loans stated that 
thee prerequisite savings representing a certain percentage of the loan amount should 
bebe blocked in the savings account of the member and, with the exception of a major 
circumstances,, could not be withdrawn by the member until the loan was entirely 
repaidd (CEC-PROM 1999:45). The result of that article was that the borrowers had to 
thinkk more about their potential profitability in order to ensure that the returns on the 
financedd activities enabled them to cover the loan repayments and provide enough 
profitt to cater for emergency, as they would no longer have access to their savings. In 
thatt sense, savings requirements trained and even disciplined borrowers to invest in 
profitablee activities. 

Manyy of the women interviewed reported that the requirement to save before 
theyy could access loans trained them to begin adapting themselves to some simple 
businesss principles such as cash management. This in turn, helped to strengthen their 
businesses.. They also pointed out that the requirement of blocking the savings until 
thee loan was fully repaid helped to reinforce their entrepreneurial spirit. For many 
borrowers,, forced and blocked savings were ultimately used as collateral to secure 
futuree loans. Although borrowers secured their loans with their savings and that of 
theirr guarantors, some MFIs such as the "Femmes Volontaires pour la Promotion de 
LL 'Education Populaire a la Democratie, a la Paix et au Bien-Etre Economique" 
(VEPDEF)) used an additional measure known as forced savings that were tied to the 
repaymentss to increase the savings ability of their members. That strategy simply 
addedd to each loan repayment a certain amount of money considered as forced 
savings.. The main objective of these 'forced savings' was to increase the savings 
abilityy of borrowers in order to ensure they would be able to gain access to larger 
loanss in the future. Additionally, 'forced savings' helped to develop the 
entrepreneuriall  spirit in women as illustrated in by the experiences of Mrs. Tchuisseu 
Hodiepp Therese, a member of VEPDEF. 

Mrs.. Tchuisseu was 30 years old, divorced and lived with her 7 years old 
daughter.. She was a seamstress working in her littl e shop located in one of the local 
marketss in Yaoundé - the capital of Cameroon. She already owned the shop at the 
timee of her marriage but became more business minded after the divorce. She had 2 
traineess but was more interested in expanding her business. Rather than just make 
clothess for people, her dream had always been to buy fabrics in bulk, sew and sell 
themm as ready made. But in order to achieve that dream, she needed access to a large 
loan.. Based on recommendations from friends, she joined VEPDEF in August 2002. 
Att the time of joining VEPDEF, she was already a member of two tontines but the 
loann amount she could have obtained from those tontines could not have enabled her 
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too fulfil l her dream. She pointed out that the requirement to save as a condition for 
obtainingg a loan made her readjust her business attitude. After paying her membership 
fees,, she immediately decided to join the saving-loan product66. She reported during 
ourr interview that she decided to save much faster in order to receive her first loan 
whichh invested in her business. She also reported that no part of the profits earned 
fromfrom the first loan was used to improve her living standards. She insisted that she had 
decidedd to continue to live as before in order to expand her business more rapidly. 
Hence,, all the proceeds of that first loan went into repayments and savings. She knew 
thatt to get larger loans in the future, she would have to save more so she readjusted 
heree attitude accordingly. That change in attitude reflected the development of an 
entrepreneuriall  spirit typical of most microfinance borrowers. In fact she was 
planningg to repay the first loan ahead of schedule in order to qualify for a second loan. 
Shee planned to take a second loan of half a million franc FCFA to buy special fabric 
soldd to women to commemorate the International Women's Day next March. 

""  By investing all the profits of the first loan in the business, I can save more and will 
definitelyy qualify for a larger loans" she says. 

Shee acknowledged that the loan from the VEPDEF has been crucial to 
changingg her approach to business. She was saving more and she knew that prompt 
andd full repayment of current loans would qualify her for another loan. More 
importantly,, she knew that a greater ability to save would increase the size of her 
futuree loans. During the interview, she confidently proudly added, 

""  I am taking more risks now. I want to take advantage of the unique opportunity that 
occurss only once a year in my business sector to earn more profits. I have learnt from 
previouss years that women go crazy during the International Women's Day as 
everyonee want to wear the special dress designed for the 8th March parade day. 
Womenn often pay higher prices just to have the dress and I want to capitalize on that 
uniquee opportunity." 

Shee explained that by buying the fabric in bulk, she would be able to increase 
herr profit. According to her calculations, the returns on the money borrowed could 
easilyy be doubled, thus placing her in a position to repay the second loan in one 
singlee installment. She insisted that the one important aspect she had been able to 
appreciatee from her participation in VEPDEF was the built-in forced savings 
includedd in the loan repayments. As Mrs. Josiane Bakeup, coordinator of VEPDEF 
argues,, that approach allowed members to increase their savings abilities while 
repayingrepaying their loans, thereby enabling them to easily qualify for larger loans. This 
casee is illustrative of most Cameroonian women who changed their behaviour as a 
resultt of savings. 

Itt is important to note that not all borrowers of microfinance institutions in 
Cameroonn are able to display the same dynamism and entrepreneurial drive as Mrs 
Tchuisseuu who was able to save all the proceeds of activities financed by the first 
loann in order to qualify for a future much larger loan. But almost all microfinance 
borrowerss interviewed claimed the savings requirement had been crucial in changing 

VEPDEFF as most microfinance schemes in Cameroon offered two type of savings products: simple 
savingss product in which members could save according to their capacity without planning to borrower 
money;; and savings-loan product which declared from the outset the intention of members to borrow 
money.. However, what ever the savings product selected by members, VEPDEF members are required 
too save a minimum of CFAF 1000 each month. 
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theirr attitude towards a more entrepreneurial approach to business. They thought 
moree about profitability before investing as only more profits from a business could 
enablee them to increase their savings capacity and gain access to larger loans. 

Thee experiences of women interviewed showed that the requirement to save, 
presentt in all microfmance institution in Cameroon operated as Foucault' 
"normalizingg judgment", training, and disciplining the borrowers to adopt market 
principles.. Borrowers knew that larger savings were linked to larger loans and as a 
result,, were prepared to risk their own resources to get a loan that could help 
strengthenn existing businesses or investment in more profitable ventures. 

c)) Disciplinary power of market-based interest rates 
Onee of the mechanisms that subtly work to influence the borrower's behaviour 

too invest the loan in productive activities is the interest rate charged on productive 
loans.. Impact studies of successful microfmance institutions worldwide often cite as 
prooff  of empowerment the ability of the poor to pay higher than market interest rates. 
Consequently,, donors consistently argue that interest rates charged to microfinance 
borrowerss should be positive and market-based. In the case of Cameroon, the World 
Bankk (1995) notes that: 

Forr a creditt scheme to be sustainable, it is likely that high interest rates would have to 
bee charged, but this situation would still be preferable to the present situation where access to 
creditt is almost nonexistent (World Bank, 1995:140). 

Whilee donors were advocating the charging of high interest rates, the practice 
inn Cameroon was different until the mid-1980s. Following the experiences in other 
countries,, the introduction of microfinance in Cameroon began with subsided interest-
freee credit. The FIMAC was introduced in the country in 1991, only three years after 
thee first structural adjustment programme and when poverty was rifl e in the country. 
Inn this context, the interest-free loans from FIMAC could be seen as a means to 
weakenn the poor borrower's resistance to the implementation of structural adjustment 
programme.. The FIMAC project which was one of the first microfinance experiences 
off  financing micro-projects at a national level. Interest-free loans aimed at inducing 
low-incomee rural individuals into starting market production. Although the FIMAC 
begann by providing interest-free loans to the rural poor, the second phase charged 
interestt rates on loans. In the second phase of the FIMAC measures were taken to 
createe a revolving fund capable of been sustainable and provide financial services to 
thee rural poor on a long-term basis. The most important measure was the introduction 
off  a market driven approach to lending. The transition from subsidized to commercial 
loanss was done by enlisting the collaboration of certain savings and loans 
cooperativess and credit unions such as the CamCCUL and the MC2. From the second 
phase,, borrowers were requested to open an account with those rural finance 
institutionss and instead of making their repayments as before in the postal bank 
accounts,, to deposit their repayments in the new institutions. The main difference was 
thatt postal accounts could not provide loans while the new rural institutions could. By 
transferringg the borrowers to the cooperatives and credit unions, FIMAC introduced 
thee borrowers to more permanent sources of credit. The new institutions substituted 
interest-freee loans provided by the government with commercial services from 
savingss and loans cooperatives. Consequently, upon taking the second loan, interest 
ratess were charged to FIMAC borrowers. The case of the FIMAC is interesting 
consideringg that the World Bank, which was the main sponsor of the scheme, held a 
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contradictoryy view on interest rates at the time of the implementation of the project in 
Cameroon. . 

Byy the mid-1990s, the tendency to provide interest-free loans had almost 
disappeared.. Today, all microfinance institutions charge interest rates on their loans 
andd this has now become acceptable practice. By 1996, a study on the rural financial 
marketss in the country notes that 

Inn Cameroon, it is clear that borrowers are willing to pay a significant rate of interest, 
andd that the dependability, convenience and simplicity of borrowing are as important 
thann the rate charged (World Bank 1996:58). 

Theree are no rules on how to fix interest rates, and there are variations in the 
usee of interest rates by microfinance institutions in Cameroon. Some institutions such 
ass the MC2 advocate charging interest rates that are below market rates: between 12 
percentt to 17 percent a year. The CAMCCUL charges an annual interest rate of 
aroundd 18 percent, and other institutions charge even higher rates of interest. In the 
"Caisses"Caisses Villagoises" interest rates vary between 24 and 36 percent 7. In that case, the 
AgenceAgence Francaise de Developpement (AFD) or French Development Agency has 
madee a line of credit at the Banque Internationale du Cameroun pour I 'Epargne et le 
CreditCredit (BICEC) to on-lend to the "Caisses Villageoises" at 3,5% interest rates. 
BICECC in turn charges 12% to Union. The Union lends to the Villages Caisses at 20 
%,, which finally charge between 24 to 36 % interest rates to their micro borrowers 
(Ernstt & Young, 2001:7). 

Whilee high interest rates work to discipline borrowers to invest their loans on 
productivee activities, they can also reduce the incentive to borrow. Most micro 
entrepreneurss prefer not to take loans when there are no opportunities to invest the 
moneyy on profitable businesses that would enable the repayment of high interest rate 
charged.. When returns on the investments are not expected to cover the loans and 
repayment,, the borrowers often refrain from taking the loans. Some studies cite high 
interestt rate as constraints to accessing credit for both rural men and women (FAO, 
1999,, WB1996). 

Interviewss with some women group such as the "Alliance de Maranga-
FoumbanFoumban " that benefited from a FIMAC loan confirms this fact. When interest rates 
aree high and the expected returns on investment are low, borrowers have often 
refrainedd from taking the loans. The women pointed out that they had to rethink 
takingg a second FIMAC loan due to the interest rates charged and the expected returns 
onn investment which did not justify taking a second loan. The women explained that 
theyy had to evaluate the profitability of other available business opportunities in their 
community.. Based on the returns on the expected investment, they would make their 
decisionn on whether to apply for a second FIMAC loan. In the case of the 'Alliance 
dede Maranga-Foumban " it had initially obtained an interest-free loan to begin income 
generatingg activities. The first loan was invested in a grinding mill . After successfully 
repayingg their loan, the association was given the opportunity of taking another 
secondd loan. The group was interested in investing in another bigger grinding mill . 
However,, the second loan charged interest and when the women realized that the 
returnss on the new mill would be less than the cost of borrowing, they refrained from 
takingg the loan. As this case points out, the availability of profitable opportunities is 
cruciall  for success in disciplining the poor to become efficient market producers. 

Ernstt & Young. 2001. Planet Finance, www.planetfinance.org 
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Thee attention to profitability is one of the effects of the application of interest 
rate.. Charging interest rates has become a means of training borrowers to adhere to 
thee market norm. It trains microfinance borrowers to invest in profitable investments. 
Inn so doing, they help to instill in the borrowers one of the crucial traits of 
entrepreneurship:: risk taking. Interest rates on loans force borrowers to calculate the 
risksrisks by weighing up their options before making their decisions. 

Anotherr aspect of the inducement/sanction effect of the application of market-
basedd interest rates is that different interest rates are charged to different customers. 
Experiencee shows that smaller borrowers generally pay higher interest rates. Even 
withinn the microfinance clients, the most successful microentrepreneurs pay the 
lowestt rates. For instance, at the CEC-PROM Mature, following prompt and full 
repaymentt of their first loans, borrowers are charged significantly lower interest rates 
onn subsequent loans. It can be concluded that smaller borrowers are punished for 
beingg involved in risky productive activities. In addition, charging high interest rates 
onn small loan sizes is often justified on the grounds that they cost more to administer 
thann larger loans and therefore require interest rates that may be higher than 
commerciall  rates. Larger loans are offered to successful wealthier borrowers at a 
lowerr cost. As borrowers graduate to larger activities and therefore larger loans, they 
payy lower interest rates. 

d)) Repayment schedules 
Loann appraisals are often based on repayment potential. The success or 

failuree of a loan depends to a large extent on an accurate assessment of the customer's 
repaymentt capacity. In Cameroon, microfinance institutions do not use the stringent 
weeklyy repayment schedules of Grameen Bank. In fact repayment schedules are often 
calculatedd to be consistent with the flow of project income. Most repayment schedules 
aree monthly and they are calculated to suit the economic activities of the borrowers. 
Thee overall effect is to train the borrowers to repay the loans. Similarly to other credit 
guidelines,, the pressure to repay the loans very shortly after disbursement and the 
regularityy of repayment forces the borrower to invest the money in activities with 
short-termm turnover. Investment must be able to produce quick returns. While donors 
andd microfinance institutions themselves look at the repayment as a tool for ensuring 
thee sustainability of the schemes - they should be regular to avoid delinquency -
shouldd be seen as mechanisms that train the borrower. If the returns on investment are 
nott adequate to ensure repayment, the borrower will be punished with a denial of 
futuree loans. 

Evidencee from interviews with micro-borrowers confirm the fact that they 
havee to think carefully on how the activity for which they are applying for loans will 
generatee returns and schedule their repayments accordingly. The activity to be 
financedfinanced should ensure there would be adequate profits to guarantee frequent 
repaymentt schedules. Interviewees pointed out that they would not like to borrow 
elsewheree in order to repay current loans. As a result, they argued that regular 
repaymentt schedules put on them adequate pressure to find profitable investment that 
enabledd the loans to be paid without too much problem. They know that if 
installmentss are delayed, there are penalties. In many cases, such as illustrated in the 
casee of the CEC-PROM Mature, there are fines in the form of additional interest rate 
chargedd on late payments. In case of a default, the savings of the guarantors are taken 
too repay the loan. The ultimate form of punishment is the risk exclusion from access 
too future loans. 
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Somee interviewees pointed out they have excluded taking loans for 
agriculturall  activities because the cycle of farming could not permit repayment of 
loanss as adopted by their schemes. Repayments are calculated to include the principal 
andd the interest due to be made monthly, starting one month after loan disbursement. 
Theyy point out that if the business is not profitable enough, they will be unable to 
keepp up with the repayment installments. Regular repayments remind borrowers of 
thee continuous process of appraisal, of the constant, inescapable scrutiny by others, 
mainlyy the credit scheme management. 

e)) Collateral requirements 
Collaterall  was required for each loan. In general the collateral was either in the 

sociall  and physical form. In many cases, the accumulated savings of the borrower and 
thee guarantor served as collateral to secure each loan. Due to the collateral nature of 
savings,, the borrower and the guarantor did not have free access to their deposit 
balances.. A check was always done to verify that the collateral and guarantee were 
sufficient.. Collateral served as a motivation to repay the loan. 

f)) The disciplinary power of punishment 
Inn contemporary microfinance the lack of conformity is punishable. However, 

itt is important to note that as a disciplinary power, microfinance does not use 
coercion,, but rather the power of normalisation to turn the poor and particularly 
womenn into efficient market actors. 

Emergingg evidence from the experience of the implementation of 
microfinancee in Cameroon suggested that credit was becoming a training ground for 
preparingg people for continuous access to finance. Microfinance tended to reward the 
timelyy repayment of loans by increasing access to larger and longer-terms loans. That 
wass consistent with results from other studies conducted in other countries. For 
instance,, it was found that Grameen Bank *s borrowers were entitled to another loan 
whenn the previous one had been repaid in full (Hashemi and Morshed, 1997). That 
conditionalityy was the same in others MFFs. Similarly, women who were members of 
creditt programmes, those who repaid their loans and showed signs of emerging from 
theirr misery and their powerlessness by improving their lives, became icons of hope 
forr other poor women in their communities and in the rest of the developing world. 
Thee images of the new economically 'empowered' Bangladeshi women have been 
heraldedd as models to be emulated in their communities and around the developing 
world.. These women have been invited to every microfinance forum where they 
recountt how credit enabled them to get out of poverty, educate their children and 
changee the power relations in their households and in their communities. Such images 
havee been powerful disciplinary tools, helping to motivate other women to form 
groupss and participate in microfinance programmes. Images of empowered borrowers 
havee been crucial in arousing the desire of other women to seek access to credit in 
orderr to solve their problems. 

Inn sum, the credit guidelines provided rewards and punishment necessary to 
strengthenn the training and control of borrowers. They educated the borrowers on the 
properr utilisation of credit. 

5.35.3 The examination: impact assessment and monitoring 
Thee third technique for training in a disciplinary power is the examination. 

Foucaultt argues that 
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Thee examination combines the techniques of an observing hierarchy and those of a 
normalizingg judgment. It is a normalizing gaze, a surveillance that makes it possible 
too qualify, to classify and to punish. It establishes over individuals a visibility through 
whichh one differentiates them and judges them. That is why, in all the mechanisms of 
discipline,, the examination is highly ritualized. (Foucault, 1977:184). 

Examinationn is therefore a way of exerting power over individuals by 
subjectingg them to a powerful 'normalizing gaze'. According to Foucault, it enables 
thee pursuit of knowledge of the individuals, not so much to liberate them, but to gain 
powerr over them. As he puts it "the examination introduced a whole mechanism that 
linkedd a certain type of formation of knowledge to a certain form of the exercise of 
power""  (Foucault, 1977:184). The mechanism linking knowledge to power involves 
threee processes: 1) it transforms the economy of visibility into the exercise of power; 
2)) it introduces individuals into the field of documentation; and 3) it makes each 
individuall  a 'case'. 

Thee two first sections of this chapter explored the ways in which borrowers 
hadd been made visible, that is knowable and how they had linked to power. In fact, 
duringg the last two decades research on microfinance had extensively increased as 
evidencedd by the vast literature on the subject. That literature contributed to the 
buildingg of vast knowledge on the poor, their needs, characteristics, abilities etc. 
Knowledgee is often considered as power and insights into the poor have been used to 
categorize,, and seek to transform and control them. Knowledge acquired on the poor 
hass enabled the design of financial services, in particular micro finance, that target the 
poorr and seek to transform them. That knowledge also led to the design of certain 
toolss used by various actors to exercise power over the poor. For instance, donors 
havee developed guidelines on how to design and implement microfmance institutions 
thatt would provide financial services to the poor on a long-term basis. As a result, 
microfinancee worked not so much as a tool to liberate the poor, but instead to control, 
andd gain power over them. This is achieved by subjecting poor borrowers to endless 
correctivee punishment that forces them to abide by the norms. Training materials, 
seminars,, impact assessments and various monitoring tools have been developed to 
correctt the behaviour of borrowers. Impact evaluations and monitoring are 
mechanismss that perform the functions of examination in microfinance. This section 
assessess the way microfinance works as a mechanism of examination by looking at 
thee effect of impact assessment and client monitoring. The aim in this section is not to 
revieww the various impact assessment tools, but to examine the extent to which they 
workedd to produce self-disciplined borrowers. In short, how does impact assessment 
trainn borrowers to adhere to credit discipline and market norms? This is done 
followingg the three elements in the examination process: how visibility is transformed 
intoo the exercise of power; how microfinance introduces the borrowers into the field 
off  documentation that captures and fixes them and finally how the borrowers become 
aa 'case' study. 

5.3.11 Transformin g the econom y of visibilit y int o the exercis e of 
powe r r 

Thiss sub-section examines how microfinance enables the poor borrower to 
becomee visible and how that visibility enables power to be exercised over them. As 
alreadyy mentioned, being visible is the process by which a certain amount of 
informationn is allowed to be gathered on the poor. Before deciding who wil l be the 
clientss of microfinance, surveys are often undertaken to gather information in the 
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populationn and questions are asked about the demographics of individuals. Factors 
suchh as household size, gender, age, education, income level, productive assets, 
familyy size, and quality of housing etc help to gain power over poor individuals as 
theyy are categorized and targeted differently. The information gathered enables the 
hithertoo 'invisible' and marginalized groups among which the poor and women to 
becomee 'visible'. Power begins to be exercised when those in authority make their 
decisionn on whom to support. Selecting a target group can be seen as an example of 
thee exercise of power. For instance, programmes that seek to use the minimalist 
approachh to credit delivery will often target the entrepreneurial poor and those that 
usee the integrated approach will also target the hardcore poor. That dividing practice 
resultss in some groups of people being excluded from participation in the 
microfinancee institution. In the case of the FIMAC project, the decision to exclusively 
targett the rural poor was an exercise of power. In supply-driven schemes such as 
savingss and loan cooperatives the exercise of power begins with the membership 
requirements. . 

Too become a member of a microfinance institution, the poor have to submit 
personall  information such as name, age, gender, income level, marital status etc. Such 
informationn will be added to data on the saving behaviour, type of activity, repayment 
ratess etc. What makes visibility an important aspect in the training of individuals is 
thatt such information or knowledge is available only to others such as the 
government,, donors and lending institutions. Those able to have access to the 
knowledgee are able to use it to exercise power over the poor. For instance, they can 
usee personal information provided by the poor during their membership to the lending 
institutionss to track and monitor their lives. Through each cycle of loans and 
repayment,, the borrowers learn that they are been observed. In fact, when they apply 
forr a loan, they have to provide additional information on the activity. That 
informationn is kept with their personal information, and each additional saving and 
repaymentt is entered in the client's personal file to build his or her credit history. This 
creditt history becomes the basis for future comparisons. Throughout the duration of 
thee loan, borrowers are monitored to check for instance on the rate of repayment and 
savings,, and if any problems are identified, they are swiftly tackled. Thus, the 
knowledgee gained on the borrowers enables the exercise of power over them. In 
addition,, the awareness of being observed induces a process of transformation in the 
behaviourr of the borrowers. As a result, the observed begins to adhere to the 
prescribedd norms, as he or she knows that conformity is rewarded while non-
conformityy wil l lead to corrective punishment. This awareness of being continuously 
observedd induces a state of self-disciplining. As borrowers are tracked and monitored 
ass massive amounts of information and knowledge are built on them through each 
loann application, impact evaluation and loan monitoring processes, they begin to 
monitorr themselves. 

Despitee some doubt on the usefulness of impact evaluations, they are currently 
ann accepted practice. Impact evaluation enables donors, governments and the 
microfinancee institutions to determine if their programmes have achieved their stated 
objectives.. Most impact evaluations of microfinance are conducted to determine the 
programmee effectiveness in generating income and employment and alleviating 
povertyy of the borrowers. They make it possible for those in positions of authority to 
makee changes in order to improve the impact of microfinance. 
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5.3.22 Introducin g individual s int o the fiel d of documentatio n 
AA good example of examination in the practices of microfinance can be found 

inn the various impact assessments and monitoring carried out on the schemes and the 
borrowers.. Microfinance through impact evaluation and monitoring introduce 
borrowerss in the field of documentation. Documentation is the second element in the 
examinationn process. Previously, only wealthy people such as the large entrepreneurs 
weree visible, they could claim to be individuals. With the advent of microfinance, the 
poorr are also individualised. However, documentation is a means of disciplinary 
power,, description of the poor borrower is actually to be seen as "a means of control 
andd a method of domination. It is no longer a monument for future memory, but a 
documentt for possible use" (Foucault, 1977:191). 

Documentationn is an important aspect of power because it is the process that 
enabless all the information collected on the borrowers to be kept or recorded. In short 
itt is the process that allows the consolidation of information or knowledge about the 
borrowers.. Consequently, the borrowers become describable, analysable and able to 
bee compared. The borrowers can be compared to other borrowers or simply in relation 
too their own developments. The documentation of the borrowers is accomplished 
throughh impact evaluation and monitoring. Impact evaluation is needed to better the 
performancee of programmes. Periodic and sometimes regular assessments are 
conductedd to determine the actual achievement of programmes and / or borrowers. 
Resultss of such evaluation and monitoring enable informed decisions to be made on 
howw to better performance. Through successive impact evaluations and monitoring a 
systemm of meticulous files and archives is built up about borrowers. As a result, 
documents,, records and registers can be are produced, containing detailed information 
aboutt the borrowers. On the basis of those records, those in power can formulate 
categories,, averages, and norms that are in turn a basis for further knowledge. 

Somee tools have been developed to help assess the impact of microfinance 
programmes.. Most of those tools combine quantitative and qualitative methods to 
measuree different impacts on the borrowers and the MFIs. They also make use of non-
clientss (control groups) to enable comparison of changes in the impact variables 
betweenn clients and non-clients. 

Thee Assessing the Impact of Microenterprise Services (AIMS) Project funded 
byy USAID office of Microenterprise Development developed one such tool that is 
currentlyy heavily promoted to microfinance institutions in Cameroon. The AIMS 
impactt evaluation seeks to understand and to document the impacts of microfinance 
programmess participation on clients, their microentreprises and their households. The 
AIM SS conceptual framework provides an illustration of how individuals are 
introducedd into the field of documentation. The AIMS argument for collecting 
extensivee information on the borrowers is justified on the grounds that searching for 
impactss requires a lens on the full range of family/household economic activities. 
Informationn to be collected during impacts assessment is in four different arenas 
connectedd to the family/household: 

Att the family/household level the AIMS's framework seeks to document 
whetherr there are increases in the level of household income assets; if there has been 
ann increase in the welfare of the family in terms of food security, housing assets, 
healthh and education. Data are also collected on how the income is invested in such 
thingss as savings and on the ability of household to cope with shocks. Information is 
alsoo asked on any difficulties encountered with repayments, in order to assess if the 
economicc security makes it possible to meet basic needs. 
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Att the individual level, information relating to increases in the borrower's 
controll  over resources as well as increases in paid labour and in the productivity of 
womenn without negative consequences is collected. It also documents information on 
personall  savings, control over resources within the household economy, increases in 
self-esteemm etc. 

Att the enterprise level, information is collected for measurement related to 
increasesincreases in microenterprise revenues, net worth, net cash flow, increased 
differentiationn between the micro enterprise and family/household. More specifically, 
informationn on the enterprise documents changes in the client's capacity to make 
decisionss and investments that improve business performance, growth in paid 
employmentt generated by the enterprise finance. 

Att the community level, information is gathered on the impact of the business 
onn community development. Questions are asked whether the community improved 
economicallyy through the creation of new employment, whether the micro enterprise 
stimulatedd backward and forward linkages to other community enterprises, or 
attractedd new income from outside the community. It also assesses whether 
participationn in the programme led to reduce child labour in the clients' enterprise. 

Thee AIMS framework also includes an Exit Survey to help answer the 
questionss of how many clients leave the scheme, when and why? 

Throughh such impact assessment it is possible to document almost every 
aspectt of borrowers including their families, their enterprises, the community in 
whichh they lives etc. Information on non-participants, those often known as "control 
group",, allows knowledge to be built on them in order to compare the changes 
experiencedd by borrowers with the changes experienced by the non-borrowers. Based 
onn the findings obtained during previous impact assessments, future impact studies 
couldd determine the change by making the necessary comparisons between the 
variouss set of findings. 

Ass we can see, documentation is primarily important for the proper 
functioningg of micro finance programmes. It enables management to build a corpus of 
knowledgee on each borrower, describing each one so as to maintain their individual 
features,, their evolution, and their abilities "under the gaze of a permanent corpus of 
knowledge".. Secondly, this knowledge becomes the basis for future comparisons. 
Impactt evaluation studies and monitoring by helping to document knowledge on 
borrowerss facilitate surveillance or control over them. Documentation therefore 
ensuress that surveillance is both global and individualizing. Reports can be produced 
fromm a centralized place on the entire activity of the institution or the entire activity of 
aa borrower. A single 'gaze' can enable the management team to identify problem 
areass and, with the knowledge acquired through experience, to design solutions. For 
instance,, loan monitoring can enable reports to be produced on loan status. Such 
reportss can make it easy to know the status of disbursements, repayments, the interest 
ratess charged plus any fees, the arrears, and defaults. 

5.3.33 Makin g each borrowe r a 'case ' 
Inn microfmance, individual borrowers have their own personal record profiles 

whichh describe the person and the various financial transactions he or she has been 
doing.. Client profile records are built and updated during future evaluations or loan 
monitoring.. Some donors are promoting the use of information technology and are 
makingg computer donations to microfmance schemes in order to encourage the 
processs of documenting the information on micro finance clients. Personal records on 
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individuall  borrower turn him or her into a 'case' that is an object of knowledge and 
power.. As Foucault argues 

Thee examination has the fixing, at once ritual and ' scientific', of individual 
differences,, a pinning down of each individual in his own particularity ... clearly 
indicatess the appearance of a new modality of power in which each individual 
receivess as his status his own individuality, and in which he is linked by its status 
too the features, the measurements, the gaps, the 'marks' that characterizes him 
andd make him a 'case' (Foucault, 1977:192). 

Makingg a borrower a 'case' provides a new way of seeing. As Foucault 
himselff  points out "individual may be described, judge, compared with others in their 
veryy individuality. He may have to be trained, corrected, classified, normalized, 
excluded""  (Foucault, 1977:197). Impact assessments through the accumulation of 
knowledgee on the borrowers help to increase the knowledge and the power of those 
actuallyy carrying out the studies. They enable the powerful agents to know how to 
deployy new technologies of power when required. Results from the evaluation help to 
modifyy or adjust the mechanisms of power. For instance, when impact assessment 
showss good repayments, better business performances, clients can get access to larger 
loans.. If there are problems, they can be quickly addressed. Consequently, the 
exercisee of power in microfinance becomes more individualized. Individual borrowers 
enterr in a network of writing which can result in a lot of documents being produced to 
capturee and fix their evolution. This process results in individualization in which 
powerr as Foucault puts it, 

Becomess more anonymous and more functional, those on whom it is exercised tend 
too be more strongly individualized; it is exercised by surveillance rather than 
ceremonies,, by observation rather than commemorative accounts, by comparative 
measuress that have the 'norm' as reference; by 'gaps' rather then by deeds. (Foucault 
1977:193). . 

Byy focusing on each client, microfinance can pay attention on how big or littl e 
changess result from participation in the programme. The in-depth knowledge of the 
financiall  habits of the clients informs future decisions. By building knowledge on 
individuall  borrowers power can be exercised on them. The knowledge on individuals 
helpss to control them. It is easier to identify problems and prescribe solutions. Thus, 
knowledgee is power and insights into individual borrowers are used to categorise, 
trainn and transform them. Donors are standardizing the methods for information 
collection,, building database systems in order to keep collected information for the 
routinee monitoring of clients. The intrusive questionnaires to the poor have 
progressivelyy become accepted. Documentation has come to be seen as natural. 
Impactt monitoring is argued to be of interest to microfinance program managers and 
too donors who want to determine the best use of their resources. Blank & Webster 
(1998)) argue that client monitoring can be easily incorporated into the loan approval 
andd tracking process in order to enhance the efficiency of loan officers by improving 
organizationn and accuracy and by eliminating the time required for manual 
calculation.. Client monitoring can be regular. In fact, each visit by the client to 
conductt a financial transaction provides opportunities to monitor the client. Each visit 
becomess a constant reminder to the borrower of the amount due and of their 
obligationn to repay. At the SOS Women when a borrower does not turn up for a few 
dayss to make their repayment, a staff member is sent on site to collect the money. 
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Thus,, client monitoring as opposed to impact assessment can be a regular tool to 
continuouslyy assess the clients and enable deficiencies to be quickly dealt with. 

Veryy few impact assessments are available in Cameroon . One reason for 
theirr limited numbers is that they are difficult and expensive to carry out. Most MFIs 
doo not have the in-house skills and manpower to carry out the impact assessments 
themselves.. Even in the case when assessments have been carried out, the results have 
nott been for public consumption. One of the few examples of impact assessment 
studiess that have been carried out in Cameroon has been conducted by OXFAM-
Canadaa on the activities of their funded project: the CEC-PROM Mature. 

AA good example of how the process of loan monitoring trains the microfinance 
borrowerr to conform to market norms is illustrated in the case Mrs. Tazengou Sylvie, 
disciplinedd to expand her business. As most saving and loans cooperatives operating 
currentlyy in Cameroon, the VEPDEF has not made a proper impact assessment of 
theirr programmes due to the high cost involved. However, the cooperatives keep tight 
customerr profile records on each borrower that captures all information on all 
transactionss related to clients from savings, credit to the impact of credit on the client. 
Thee case of Mrs. Tazengou Sylvie is illustrative of how this monitoring enables power 
too be exercised on the borrower as she is "described, judged, measured, compared 
withh others, in her very individuality; and it is also the individual who has to be 
trainedd or corrected, classified, normalized, excluded, etc. (Foucault, 1977:191). 

Mrs.. Tazengou joined the VEPDEF in 2000. Upon joining the cooperative, she 
filledd out a membership information form with her personal data including her name, 
address,, profession, nationality etc. Like all other members, she bought her share to 
becomee a member and paid her membership fees and began saving. Before joining 
VEPDEF,, she held a small snack bar in front of a school that she started with a capital 
off  CFAF 10,000 giving to her by her husband. Her main objective in joining VEPDEF 
wass to get access to loans. After demonstrating her ability to save she presented the 
associationn with her first credit application. Information contained in the form 
included:: copy of national identify, proof of business, and eligible collateral. 
Followingg the submission of the application, a visit was made to her premises to 
assesss the ability of her business to absorb the working capital effectively and 
generatee loan repayments. A co-signer or guarantor was required as she lacked 
adequatee personal collateral. The application was considered during the meeting of 
thee credit committee at the agency. (The credit committee has the power to decide 
whetherr or not to approve the loan request). When the loan was approved, the 
informationn on the loan and client data was entered into the computer at the agency. 
Thee loan repayments were calculated, the interest rates charged added, as well as the 
commissionn and forced savings linked to the repayments. A copy of the loan details 
includingg the repayment instalments was given to the Mrs. Tazengou. She was then 
presentedd with a loan contract which she signed and thereafter, presented with the 
moneyy at the offices of the association. Repayment began a month after disbursement 
off  the loan. The loan was used to finance the acquisition of a fridge and products such 
ass sweets to expand her activities. Frequent visits were paid by an agent of the 
cooperativee to monitor how the client used the loan. She got her first loan, which 
amountedd to, around CFAF 78.000 and it was used to establish a restaurant in a 

Whenn impact evaluations have been conducted, they are not published. Officials and MFIs staff are 
reluctantt to make available documents to outside researchers in particular citing as reason the fear that 
thee information could be exploited for commercial purposes or to convey a negative image of the 
countryy of their organisation abroad. 
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schooll  in the area of Yaoundé where she lived. It was explained to her that a 
successfull  repayment of credit enables the borrower to qualify for repeat loans. With 
thee profits from the invested loan, Mrs Tazengou was able to save more and qualify 
forr a second loan. The prompt repayment of the first loan meant that the second loan 
wass handled much quicker than the first one, the procedure being greatly simplified 
forr repeat loans. With the second larger loan, she expanded her business by moving 
intoo the school canteen. She bought a fridge and deep freezer and employed two 
additionall  people to help sell food to the school children. She was able to earn more 
benefitt working in the canteen. After a third loan, she noticed that her employees were 
stealingg some of her profits. Her business had become so profitable that her husband 
stoppedd working in the market where he had a littl e stall to lend her a hand. She 
followedd a short course on basic book keeping at the association and noticed that she 
wouldd be better off stopping the canteen and opening a grocery store. Through 
increasedd savings and positive monitoring from the head office Mrs. Tazengou was 
ablee to qualify for a third loan. After consultation with her husband, she decided to 
stopp with the canteen and open a grocery store in front of her house. Her individual 
recordd showed she was a good credit risk with high potential to growth and as a result, 
wass accorded the full amount requested: CFAF 500,000. Besides the shop, she has 
beenn able to diversify her activities and now owns two grinding mills. 

Onee of the requirements of VEPDEF is for members to bring or recommend 
neww members. A 'gaze' in Mrs Tazengou's record profile indicated to the credit 
committeee that while she was an outstanding client who never failed to make her 
financiall  commitments, she had managed to avoid bringing any new members to the 
association.. The VEPDEF believes that members should not keep the secret of their 
successs to themselves. Mrs. Josiane Bakeup coordinator of VEPDEF insists that 

"Memberss should recommend their association to their friends and families for two 
reasons:: first, the empowerment of Cameroonian women will be more effective if 
moree women are empowered as a collectivity rather than when only a few women 
are.. Secondly, current members should recommending the association to other 
womenn in order to enable the scheme to increase its savings mobilization which in 
turnn will enable the necessary funds to serve a larger clientele and provide larger 
loanss to borrowers who need such services". 

Thee inability of Mrs Tazengou to recommend other women to the association 
resultedd in her being granted only half the amount she requested in her fourth loan, i.e. 
CFAF500.0000 instead of FCAF 1 million. She used the loan to diversify into the 
cosmeticss sector as she considered that to be a more lucrative branch of business in 
thee country right now. Mrs. Tazengou has now brought other women in the 
associationn and is on course to receive the full amount during her next loan. 

Disciplinaryy power seeks to institutionalize a culture of evaluation, in which 
programss are regularly reviewed to assess their impact on the living conditions of 
poorr households. Although a formal impact assessment is not carried out, VEPDEF 
stafff  pays regular visits to their clients to assess the impact of credit on them and their 
family.. In addition to the obvious impact of participation in the credit scheme in the 
businesss of this client who's business has expanded dramatically is a very short 
period,, Mrs. Tazengou was asked whether she experienced other impacts at the 
householdd individual and community levels. She responded that participation in the 
VEPDEFF had improved their household expenditures; she was even able to sponsor 
onee relative to school. She was asked whether she had any control over resources and 
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incomee in order to assess the extent to which she participated in decisions about the 
usee of the loans and enterprise income. She stated that she alone decided to apply for 
thee loan, on how to use the loan but since the third loan was the larger to date (CFAF 
500,000)) she decided to consult her husband but made the final decision on whether 
too take the loan. Like most women, she reports to participate in the three type of 
resourcess control: the decision to apply for the loan, the decision about how to use the 
loan,, and decision about the use of microenterprise income. She also reports to make 
thee decision about how to use the enterprise income without consulting others. With 
regardss to self-respect, borrowers reported feeling good about themselves as well as 
appreciatedd because of their contributions to the household. This led to increase self-
esteemm and respect by others such as their husbands. 

Ass this example show, microfinance uses documentation and the process of 
individualizingg the borrower and making them a 'case' as a tool to make it easier for 
thee management staff to look at a glance at any relevant information from the 
borrower.. In short, it enables the monitoring of changes more effectively and places 
lenderss in a position to prescribe change immediately. As this chapter suggests, 
certainn techniques such as group-based lending, charging high interest rates, 
creditworthiness,, repayment schedules, documenting the evolution of each client all 
combinee to ensure borrowers could be subjected, used, transformed and improved. 
However,, disciplinary power is not without resistance and such resistance wil l be 
analysedd in the next chapter. Suffice it to mention here that microfinance borrowers 
whilee being disciplined are also able to increase their power. In fact it is this process 
off  empowerment that is often hailed in the literature of microfinance. Many authors 
(i.e.. Hashemi et al, 1996, Gupta & Goetz, 1997, Mosley, 1999 etc) claim that access 
too microfinance empowers the poor, especially women. They document how the poor 
usee microfinance to increase their income, assets, nutrition and bargaining power in 
theirr homes and communities. Most borrowers themselves confirm that microfinance 
empowerss them. It is important to state that the ability to exercise power is dependent 
onn the level of knowledge acquired. As a result, the more the poor borrowers know, 
thee better they can evade the exercise of power over them. 

5.45.4 Typology of the credit system in Cameroon 
Ass already stated, microfinance is not for everyone. Access to microfinance is 

primarilyy for individuals who already possess entrepreneurial skills and are able to 
successfullyy run microentreprises. Micro finance's main objective is to help that 
categoryy of poor to increase their income and create employment. As the previous 
sectionss suggest, microfinance trains the entrepreneurial poor to fall in line with 
markett norms. As the entrepreneurial poor gradually adopt the market principles, 
investingg the loans in productive activities, repaying the debt, saving and reinvesting 
inn their businesses, they are rewarded with bigger loans which in turn enables them to 
graduatee to more productive activities. In fact there is a growing expectation that with 
accesss to microfinance, the entrepreneurial poor wil l eventually graduate to gain 
accesss to formal financial institutions. The implication is that microfinance can 
transformm microentreprises into small-, medium and then large enterprises. Whether 
itss transformation can be achieved is an unanswered question. However, this 
assumptionn is crucial in relation to the goals of women's empowerment and poverty 
alleviationn and even contribution to the country's economic growth. 

Inn fact, we argue in this research that in order to fully understand the extent to 
whichh microfinance affects the borrowers, it is necessary to differentiate between 

138 8 



Thee Disciplinary power of Microfmance 

differentt forms of credit as each has a different and specific role to play and 
consequentlyy leads to a different type of accumulation and power. Microfmance 
enabless the insertion of the borrowers under specific market positions, which becomes 
thee foundation for reconstructing power relations. Microfmance does not exist in a 
vacuum.. Both the policies and practices affecting the access to financial services vary 
withh class and gender composition of the targeted groups. There are four broad forms 
off  credits producing different forms of capital accumulation, which in turn confer 
differentt types of power to individuals and groups. This section suggests that access to 
creditt can be seen as a pyramid in which access to large credit is opened to larger 
enterprisess situated at the upper end of the economic ladder and declines towards the 
lowerr end of the economic ladder. In this hierarchy, women are at the lower stratum. 
Almostt everywhere, men are clustered at the top of the credit system and women at 
thee bottom. Each type of credit is associated with a certain mode of production 
relationss and as such with a certain level of technology and ultimately, is associated 
withh a particular mode of capital accumulation. Stephen Gill goes as far as to 
concludee that "finance is hierarchically organised and both internally and externally 
policedd and thus, defended and protected from the marginalized people of the world 
society""  (Gill , 1995:76). The analysis will be based on the following points: 

a)) The sources of credit 
Thee origin of capital investment for the enterprise is critical for the success of 

aa given enterprise activity. The origin of credit is important because of the differences 
inn the terms of loans. Experience shows that formal sources of credit often target 
productivee investments. Such sources apply interest rates that are lower than many 
informall  sources. A collateral is required to borrow from formal sources and the loan 
sizee and repayment schedules are longer. Informal sources often carry high interest 
ratess and the sums involved are often small and irregular. The ability to access credit, 
andd more important the size of credit is crucial to the enterprise development as well 
ass their position in the market. For instance, it is known that the lack of capital or a 
loww capital investment can create a vicious cycle of low labour productivity, low 
incomes,, and meagre profits for reinvesting in the enterprise. 

b)) The enterprise size 
Enterprisess can be distinguished on the basis of certain criteria that include: 

numberr of employees, organisation, characteristics, financing, technology etc. The 
sizee of the firm is in terms of its contribution to the economy (employment creation, 
productt offered etc.,). The number of workers is commonly used to measure the size 
off  an enterprise. In industrialized countries, small-scale often denotes an enterprise 
withh less than 250 workers. While in developing countries, small-scale means firms 
withh less than 50 workers. The volume of assets or sales can also provide another 
measuree of the size of an enterprise. For simplicity sake, the comparison in this 
researchh uses the number of workers as a proxy for the enterprise size. Usually three 
too four different enterprise sizes can be differentiated: large, medium-, small- and 
finally,, micro-scale enterprises. Microenterprises evolve to encompass enterprise 
firmss in the informal sector, which offer employment opportunities to the poor. It is 
alsoo important in terms of the sustainability of the enterprise in this highly 
competitivee world. 

Creditt is positively related to the enterprise size as well to the education of the entrepreneur. 
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c)) The characteristics of the entrepreneurs 
Accordingg to Schumpeter, the entrepreneur exhibits certain characteristics 

whichh include: risk taking, exploiting profitable opportunities existing in the market, 
introducingg new products and processes, identifying new markets or sources of 
supply,, or creating new types of organization. For Schumpeter, the entrepreneur is an 
agentt of change through the creation of new industries which in turn precipitate major 
structurall  changes in the economy. Certain indicators of empowerment are important 
forr the success of entrepreneurship. For instance, the entrepreneur needs self-
confidencee in order to take risks, and certain decisions in the running of the enterprise. 
Hee or she needs decision-making power to run the enterprise. To identify profitable 
opportunities,, the entrepreneur needs a certain level of education and some practical 
experiencee and some leadership skills. Similarly the motivation for engaging into a 
businesss is an important characteristic of the entrepreneur. Most Cameroonian 
microentreprisess are created by individuals motivated by the aim of finding 
alternativee employment rather than the need of profits. 

d)) Activity types 
Theree are significant differences in the kind and importance of the activity 

undertakenn by entreprenreurs. Certain types of economic activities are crucial to the 
developmentt process. The activity type determines their contribution to production, 
consumption,, and to the economic growth. This is because the kind of activity 
determiness who is involved, how is it is financed etc. The characteristics of certain 
activitiess can preclude them from access to certain types of credit. For instance, 
activitiess that are temporal or seasonal in nature (e.g. most income generating 
activities)) tend to be excluded from access to formal sources of credit. Whether the 
activityy is exercised on a full-time basis, the type of skills required or the entry 
barriers,, they are important in determining not only the type of credit accessible to the 
entrepreneurs,, but also the impacts. For instance, an economic activity where there are 
virtuallyy no barriers to entry wil l be characterised by very low profits and littl e 
prospectt for growth. The fact that almost anyone can enter a particular activity 
reducess the profits as the supply of the products or services offered exceeds the 
demand.. The type of activity also determines if employment will be created at the 
subsistencee level (e.g., self-employment) or if it will create job for others. 

e)) Profitability 
Althoughh not always technologically bound, profitability is relevant in the 

sensee that its magnitude is important not only for the growth of the enterprise, but also 
inn terms of helping to gain further access to credit. Some individuals engage in 
businesss in order to make profit while for others, the lack of employment provides the 
mainmain motivation for creating an enterprise. The motivation of the entrepreneur in 
goingg into business is an important factor in determining their impacts. In general, 
theree are two main motivations for creating an enterprise: (1) the enterprise originates 
too accumulate capital and the purpose is profit; and (2) the enterprise originates 
becausee of the lack of employment and the purpose is survival. The motivation of the 
entrepreneurr usually influences his or her business decision. Consequently, the motive 
wil ll  determine the nature of participation and integration into the market. For 
instance,, profit-seeking entrepreneurs will often tend to expand their businesses, 
accumulatingg and reinvesting profits. 

Thee theory of growth of the firm emphasises the relationship between profits 
andd the size of the firm. Investment often depends on present profits and sales. Higher 
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profitss often provide an incentive for expansion but size is not a prime determinant of 
profitabilityy of the firm. Sometimes, savings from income will go to finance purchases 
off  durable consumption goods. In this case, the level of profit becomes very important 
especiallyy in relation to what proportion is left for reinvestment. Empirical evidence 
supportss the high rates of saving in banks from corporate profits than from small and 
mediumm size industries. 

f)) Technology used 
Onee of the justifications for providing credit is that it helps the adoption of 

neww technology critical to the expansion of production. Schumpeter has stressed the 
importancee of technology in bringing about new products, processes and the forms of 
thee organisation or production. However, technology is closely related to the 
accessibilityy of finance. Greater technological progress often results in higher 
productivityy of capital invested. Although some small- and medium scale industries 
havee enjoyed a number of advantages in terms of technological innovation because 
theyy are quick and efficient to respond to the customer demands, they nevertheless 
lackk the skilled manpower to carry high research and development or to handle high 
technologicallyy developed equipment. The ability to afford advanced technology 
enabless large enterprises to be competitive in the current technology-driven world 
market.. As Cox, notes, financial power is predicated on production relation but, 
financee is the chief determinant of the level of economic activity, and technology is 
thee principal factor in competitive success or failure (1987:303). Cox further adds that 

Whenn a business tries to borrow, the credit mechanism decided in effect whether or 
nott that business would be able to acquire a certain technology to expand its profit 
makingg capacity. The technology to be acquired implies a certain pattern of 
productionn relations. The financial mechanism will thereby strengthen or weaken that 
patter,, depending of whether credit is granted or withheld (Cox, 1987:267). 

Microo enterprises are known to be labour intensive and provide cheap goods 
andd services for the poor. The new generation of micro finance institutions use a 
minimalistt approach to credit delivery, resulting in fewer opportunities for the clients 
off  this sector to gain access to other non-financial support necessary to improve their 
businesses.. Women's low labour productivity is a result of the lack of appropriate and 
affordablee tools, equipment and technologies to save labour and conserve produce. 

g)) Capital accumulation 
Thee concept of enterprise development is commonly associated with the idea 

off  capital accumulation and expansion. The idea is that borrowers should be able to 
accumulatee capital so that they no longer require loans. In order to grow, firms need a 
sustainedd pace of accumulation and reinvestment. Many factors exist that hinder the 
abilityy of enterprises to accumulate capital and expand their activities, such as the 
levell  of integration into the market, the level of profits, savings, credit, assets etc. The 
entrepreneurr needs not only access to credit, but also to build up savings, accumulate 
assetss to be sustainable and financially viable. Financial institutions provide an 
importantt mechanism for facilitating both savings and investments. Savings are of 
cruciall  importance for economic growth as borrowing without savings can lead to 
dependencyy on debt. Savings can be used for reinvestment or to gain access to larger 
loans,, and assets can be used as collateral for further loans thereby enabling the 
enterprisee to grow. Low-income entrepreneurs may find it difficult to allocate a 
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substantiall  part of the profits as reinvestment into their activities if their basic family 
needss are not met. 

h)) Growth potential 
Capitall  shortage is often seen as the cause and consequence of the lack of 

growth.. Low investment is often assumed to lead to low productivity, resulting in low 
incomee and low savings, which in turn leads to low investment. 

i)) Level of discipline 
Accesss to financial services is dependent on the willingness of the borrowers 

too adhere to the financial discipline or norms. That willingness depends in turn on the 
benefitss and costs of participation. Generally, the benefits include: access to credit at 
lendingg rates lower than most informal sector rates; access to other financial services 
suchh as secure place in which to build up savings and sometimes, access to training 
thatt promote managerial skills. The costs of participation can be measured at a level 
off  supervision and normalisation. Not all borrowers undergo the same level of 
discipline.. In fact, some borrowers, particularly the smaller ones are put under the 
mostt stringent discipline. On average smaller borrowers who are the most 
disadvantagedd producers, pay the higher rates of interest while the more successful 
payy the lowest rates. Similarly the poorest borrowers are put under the shorter 
repaymentt terms while the larger borrowers enjoy longer repayment periods. The 
rewardss are high for good performance and the costs are immediate for poor 
performance. . 

j )) Empowerment potential 
Thee issue is not just to ascertain whether the borrowers are empowered, but to 

beginn analysing the kind and extent of such empowerment which access to credit is 
ablee to bring about. Assessing the kind and extent of empowerment will be based at 
thee economic, social and political levels. 

Too simplify comparison, economic empowerment needs to go beyond the 
increasess in income that may in fact be marginal to accessing the ability of such 
increasee in income to help the borrower achieve self-reliance, that is the level of the 
borrower'ss dependence on others for access to resources and markets. While Hashemi 
ett al (1996) list utensils such as cooking pots as indicator of empowerment, they do 
littl ee to expand women's ability to access large credit or to graduate to commercical 
creditt which still favour traditional collateral such as savings or landed property. 
Similarly,, increases in income resulting from access to credit should enable a decrease 
inn dependence on others. 

Att the social level, indicators will include the ability to access resources; 
participationn in associations and institutions both in the local and national level that 
allowss them to increase their bargaining power and have access to community 
resources. . 

Att the political level, we know that many decisions that affect the lives of 
individualss within the country are made at the local, national, regional and 
internationall  level. Here, discussion will be limited to the ability of the borrower to 
influencee decisions at the community and national levels, particularly, the ability of an 
associationn to make the voices of its members heard and to inform debates in policies 
thatt affect their lives. 

Inn Cameroon, one can distinguish between four types of credit associated with 
fourr types of enterprises: informal credit associated with income generating activity, 
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microo finance largely targeted at the microentreprises, small- and medium credit 
associatedd to the Small and Medium-sized Enterprises (SMEs) and large credit 
targetedd at large firms. 

5.4.11 Large  Credi t and large-scal e enterprise s 
Inn Cameroon large credit has been and is still biased towards the large-scale 

enterprises.. Since independence, that group of entrepreneurs has been visible and has 
benefitedd from various types of assistance, mainly financial ones, from the 
government.. The main economic rationale of large enterprises to be engaged in 
businesss is to make profit. These large entrepreneurs who are mostly men, are mainly 
engagedd in import/export trade. They have access to bank finance at lower interest 
ratess than other enterprise categories. Those individuals with considerable economic 
powerr are also able to enter politics and gain important political positions. Large 
industriess that have been involved in manufacturing produce substitute goods for 
imports. . 

Thiss category of credit offers a higher potential for economic empowerment. 
First,, large entrepreneurs' ability to get loans at favourable terms enables them to 
havee access to favourable product and markets. Their ability to exploit economies of 
scaless allows them to be more competitive and more profitable. The wealth of big 
entrepreneurss has enabled them to enjoy an elevated status and respect in society. In 
thee market, they are able to exercise more power illustrated in their ability to negotiate 
betterr prices from buyers as well as from sellers. They can buy in bulk and sell to 
smalll  and microentrepreneurs at high profits. They are able to control access to 
criticall  information in the markets and as a result, are able to take proper advantage of 
thee opportunities opened in the markets. 

Inn terms of social empowerment, they are able to enjoy high levels of 
bargainingg power in society. They are in general self-confident, have leadership and 
managementt skills, and have control over the decision to take the loans and how to 
usee them as they want. They also have the power to influence access to resources in 
thee communities. With their profits, they can buy properties that other borrowers 
cannott afford. Access to large loans holds the high potential for capital accumulation 
ass well as empowerment. 

Inn terms of political empowerment, this category of entrepreneur has the 
higherr ability to influence decision-making at all levels (households, community and 
nationall  levels). They have knowledge of their rights, political awareness and have the 
abilityy to influence both local and national politics. 

Inn terms of discipline, these entrepreneurs experience less discipline. They 
havee access to credit for longer terms and with smaller interest rates. 

5.4.22 Smal l & Mediu m Credi t and Small & Mediu m Enterprise s 
(SMEs) ) 

Thee Small- and Medium Enterprises70 originate to accumulate capital and their 
purposee is profit. Some of them are successful microentreprises that have been 
continuouslyy expanding to become small enterprises. In Cameroon, there are more 
maless than females in this category. This sector has been a priority of the government 
off  Cameroon for a number of years (CIDA 1999). 

Althoughh there are differences between the two, both will be dealt here for the sake of simplicity. 
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Governmentt agencies, trade associations and other organisations provided 
subsidizedd funding and training. In the past they had access to credit from state-run 
rurall  financial institutions such as the Centre d'Appui aux Petites et Moyennes 
Entreprisess (CAPME), the Fonds d'Aide et de Garantie de Credits aux PME 
(FOGAPE)) which were created to provide this sector with financial and non-financial 
support.. Since the financial sector crisis of the late 1980s and early 1990s, banks have 
marginalisedd that sector. The assets accumulated by the entrepreneurs in this category 
weree used as collateral to secure access to loans from these state-run specialized 
financiall  institutions as well as from some commercial banks. However, the growth 
andd level of operations have been limited by the amount of credit given to them. 

Thee majority of SMEs are generally engaged in manufacturing, services or 
tradingg activities and a lesser number in retailing, wholesaling and construction. In 
mostt cases, the small and medium entrepreneurs are basically market oriented. Their 
mainn motivation is to engage into business earning profits. Their production 
operationss are generally simple, often relying on labour-intensive and low-skill 
operationn supported with mainly appropriate technologies. They provide employment 
inn the economy. They have the skills needed to operate their business operations, 
however,, most lack experience in marketing or lack financial management skills. This 
sectorr is today considered as growth engines due to the fact that they provide 
employmentt to people. The level of technology used remains inadequate to sustain 
significantt economies of scale and increase profits. However, some activities within 
thee sector have a potential for growth. 

ForFor most individuals engaged in this sector, they can enjoy a certain level of 
economicc empowerment. The profits acquired through their activities enable them to 
accumulatee considerable assets that allow them to access loans from commercial 
banks.. The prospect for growth is small, as many small- and medium-scale 
entrepreneurss view their enterprises as an occupation rather than a real business. This 
vieww is reinforced by the absence of an easy and sustainable source of credit that 
couldd enable them to finance long-term investment. They can potentially access 
formall  financial funding. However, such funding is often small with ultimately 
determinedd or limited levels of operations. At a personal level, they have self-
confidencee that may effectively be translated into increased choices for success in 
theirr business. 

Thee social empowerment ranges from medium to high. Most of them have 
decision-makingg power within their enterprises. The relative financial autonomy they 
enjoyy enables them to make choices in their lives, to negotiate their relationships 
withinn the market and the community. Politically, they can have access to support 
networkss that enable them to begin to organise and exercise leadership in order to 
overcomee their problems. 

5.4.33 Microfinanc e and the microentreprise s 
Accordingg to the CEDA (1999) study, most women find employment in the 

informall  sector. These enterprises are small in size, employing only one person or 
whenn necessary making use of unpaid family labour. Microfinance is largely targeted 
att the microentrepreneurs. The motivation for engaging into microentreprises has 
beenn primarily a result of lack of employment and consequently, the main objective of 
microentreprisess is survival as it ensures that personal and domestic consumption are 
met.. In Cameroon, the Microenterprise sector plays an important role in the economy. 
Itt provides the majority of employment opportunities to those who have been 
displacedd from other work by the economic crisis and the cutbacks in employment in 
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thee formal sector. Originally, their access to credit was limited to the informal sources 
suchh as tontines, njangi, moneylender, family and friends. Progressively, their sources 
off  credit has been broadened to include the growing number of savings and loan 
cooperativess and credit unions and during the last decade, the emergence of various 
microfinancee institutions. In terms of potential for growth, most microentrepreneurs 
suchh as the seamstress and market and roadside traders of foodstuff have very low 
potentialss to grow to become small and medium size enterprises. More important, the 
availablee amount of loans from microfinance is relatively small. The small size of the 
loann does not enable them to afford the modem technology necessary to adequately 
competee in the markets where they face stiff competition from larger firms. As a 
result,, the production operation of microentreprises is generally simple, labour 
intensivee and uses traditional technology, which in turn constrains their growth. 
Duringg interviews, many microfinance borrowers reported the difficulties they faced 
inn accumulating capital due to low profitability and the fact that some of the profits 
weree used to ensure their daily survival. 

Thiss sector supplies low cost goods and services in their local markets. In 
urbann areas, the microentreprises supply cheap goods and services such as transport, 
meall  etc, to workers in the formal sectors thereby helping to keep wages down. 

Inn terms of empowerment potential, the microentrepreneurs often have littl e 
controll  over their markets. They are not able to negotiate better prices. However, the 
incomee gains from the enterprises allow individuals, especially women to experience 
somee sense of self-esteem and confidence as the economic gain enables them to 
reducee their economic dependence on their male partners. Whether male or female, 
thee fact that the borrowers have to become members of the microfinance institution 
helpss them to build skills in leadership, 

Thee economic empowerment - Married women still require the consent of 
theirr husbands for the collateral requirement at the MC2. In terms of growth, the 
microentreprisess have a low potential for capital accumulation and growth. The low 
profitss generated does not allow for capital accumulation. However, very few 
micrenterpeneurss view their enterprises as real businesses and wil l seek opportunities 
too grow or expand, especially when any degree of risk is involved. Their access to 
creditt - even from the microfinance institutions - is limited due to the lack of 
collateral. . 

Inn most cases, there are simply marginal increases in income. The basis for 
powerr relations remains unchanged within the households, the markets, the 
communitiess and the national levels. In terms of employment creation, microfiance 
tendss to preserve the entrepreneurs own employment rather than create new jobs. 

Thee social empowerment - membership in a microfinance institution is 
important.. However they have limitations. They still exclude the majority of women 
livingg in poverty (due to membership registration and other disciplinarian mechanisms 
thatt exclude the majority of the poor and particularly women). These organizations 
havee a limited ability to increase their members' bargaining power to effectively 
affectt their access to productive resources or to influence national polices. 

Thee political empowerment is generally difficult to achieve by members in 
thiss group. Discussion of microfinance borrowers reveals that they have a very high 
awarenesss of the various political parties and what they have to offer to the people. 
However,, they mentioned that they often vote for the party in power, as it tends to 
givee them more drink and food during the political campaign. Women in particular 
aree conscious of the fact that they still have less political influence, even though they 
constitutee the majority of the voters. 
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Inn terms of discipline, the microentrepeneurs are put under the most stringent 
levelss of discipline. They must demonstrate their ability to save, must pay high 
interestt rates as well as make timely repayment. The repayment schedules, 
commerciall  interest rates and saving requirement are designed to train the borrowers 
too adopt market norms. 

5.4.44 Informa l credi t and Incom e Generatin g Activitie s (IGAs) 
Thee rest of the population, those without access to institutional credit are at the 

bottomm of the economic ladder. This group consists of the lower stratum of the civil 
servants,, marginal farmers as well as women self-employed in the informal sector. 
Theyy have access to credit from families, tontines and other forms of ROSCAs. Most 
peoplee remain outside the reach of microentreprises because their activities are too 
small,, use basic technology and are unable to provide them enough profit to fulfi l the 
creditt requirements of the MFIs: creditworthiness, high interest rates, repayment 
schedules.. Basket weaving, baking, tie-dye, trading in foodstuffs or vegetables are of 
loww productivity and are produced for the local consumers. The economic rates of 
returnn are also low. In general, the income only enables the entrepreneur to survive 
andd as a result, the proportion left to be saved or to put back into the business is often 
veryy small, leading to low level of accumulation and low growth potential. In 
addition,, these activities often lack the linkages to other sectors that would enable 
themm to share in the growth. There are fewer avenues for micro entrepreneurs 
subcontractingg for medium or large firms in Cameroon. 

Again,, women, particularly those living in rural areas who use income-
generatingg activities on a part-time basis to complement their household income, 
dominatee this sector. They sell their products during the weekly market days in their 
localities.. They often have the lowest returns of the investment. 

Inn terms of empowerment of the borrower, informal credit provides the least 
potentialpotential for empowerment. The economic activities financed from access to such 
creditt are often very small. In addition, the informal sources of credit are not 
sustainablee and are often unable to finance future expansions of the activities. 
Becausee they use basic skills and are mainly used for the economic survival of 
individuals,, the proceeds of the activities are often used to meet the subsistence and 
littl ee is left for reinvestment. 

Thee social empowerment shows that they may gain some respect in their 
familiess and in the community, but the type of credit they access in their tontines, are 
oftenn too small to enable them to increase their bargaining power in society and at the 
nationall  level. In the market, they are at the bottom of the scale and unable to 
influencee prices. Because most women are traditionally responsible for the provision 
off  food and other small household necessities, their earnings mainly help them to 
coverr those needs. As part of their tasks, earning an income to fulfil l those 
responsibilitiess does not necessarily augment their decision-making power. Most of 
thesee individuals argue that interest rates, the requirement to join MFIs such 
membershipp contribution, savings etc, too high for them to join. In addition, tontines 
ass organizations have less ability to influence decisions at the level of the 
communities. . 

Inn terms of political empowerment, these groups of producers are as most 
Cameroonianss including well informed of the political system. They participate in 
politicall  manifestation and vote in mass regularly. It is not clear if this is due to 
simplee habit, everybody was compelled to vote during the one-party system and this 
habitt may just have become difficult to do way with. Despite the high participation in 
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politics,, these categories of producers are still unable to influence decisions affecting 
theirr lives. 

Fromm the above analysis, we can build a typology, which allows us to track 
downn how the different types of credit or finance have differential impacts on the 
modee of production, capital accumulation and empowerment process etc. As a word 
off  caution, this typology is only a simplification of the reality that is much more 
complexx than implied here. Not all forms of financing fit neatly into the three main 
categories.. Similarly, other factors both internal and external affect the impact of 
credit.. For instance, an increase in capital during a period of economic decline will 
nott necessarily yield the same result. Similarly, if profits are accumulated in consumer 
durabless such as land or other properties and not saved in banks or reinvested, the 
industryy wil l remain dependent on the bank for financing further growth. 
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Tablee 1. Typology of credit in Cameroon 

rcess of credit 

srprisee size 

r r 

aracteristics) ) 

ivity y 

itability y 

mology y 

itall  accumulation 

wthh potential 

nplinee (level of 

iplinee exercised 

 borrowers) 

Informall  Credit 

-Tontines s 

-Njangi i 

-Friends s 

-Families s 

-Moneylenders s 

-Incomee generating 

activities s 

-Lackk any special 

skills s 

-Seasonal l 

-Subsistence e 

-Supplementary y 

-Pettyy trade 

-Highh risk of failure 

-Veryy low 

-None e 

-Labour-intensive e 

-Reproduction n 

-Sustenance e 

-Virtuallyy none 

-Low w 

Microfinance e 

-MFIs s 

-Tontines s 

-Njangi i 

-Moneylenders s 

-Creditt unions 

-Cooperatives s 

-Microentreprises s 

-Self-employment t 

-- Basic skills 

-Mainn activity 

-Veryy small 

-Retaill  trade 

-Low w 

-Basiss technology 

-Labour-intensive e 

-Littl ee equipment 

-Reproduction n 

-Littl ee -reinvestment 

-Veryy low 

-Mostt stringent 

Smalll  & Medium 

credit t 

-State-- run 

Specialisedd financial 

institutions s 

-MFIs s 

-Smalll  & medium -

sizee enterprises 

-Entrepreneurial l 

spirit t 

-Technicall  and 

managerial l 

competences s 

-Welll  defined 

-Salariedd staff 

-Loww to high 

-Appropriate e 

technology y 

-Stilll  labour intensive 

-Loww capital 

accumulation n 

-Mediumm potential 

-High h 

Largee credit 

-Commerciall  Banks 

-Large-scalee entreprises 

-Highh entrepreneurial 

spirit t 

-Direction n 

-Control l 

-Leadershipp & 

manageriall  skills 

-Highlyy specialized 

-Diversified d 

-Highh profitability due to 

economiess of scale 

-Modernn high technology 

-Capital-intensive e 

-Highh capital 

accumulation n 

-Highh growth potential 

-Low w 
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Empowerment t 

potential l 

(i.e.. access to 

resources,, bargaining 

power,, autonomy 

participationn in 

decision-making g 

processes,, self-

esteem,, confidence, 

leadershipp kills) 

-Lackk access to 

productivee resources 

-Economic c 

dependencee on others 

-Loww status 

-Loww self-esteem 

-Loww access to 

resources s 

-Loww bargaining 

powerr (in 

households,, markets 

andd communities) 

-Reducee Economic 

dependence e 

-Moree assertive of 

rights s 

-Loww participation in 

decision-making g 

-Accesss to resources 

-Manageriall  skills 

-Mediumm bargaining 

powerr (in the 

markets,, community) 

-Highh self-esteem 

-Highh Confidence 

-Highh status 

-Highh self-esteem 

-Highh bargaining power 

-Highh ability to negotiate 

withh buyers, suppliers 

etc. . 

-Highh access to 

productivee resources 

-- High participation in 

decision-making g 

processes s 
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Theree are three broad forms of credit producing different sorts of capital 
accumulations,, which in turn confer different types of power to individuals and 
groups.. The analysis in this chapter suggests that there exists a positive relation 
betweenn credit, the level of technology employed and the type of accumulation. The 
capacityy to accumulate wealth increases with the size of the loans. However, 
empiricall  evidence does not always support that theory. For instance, the provision of 
largee credit may not necessarily lead to a higher rate of capital accumulation. 
Developmentt strategies adopted by Cameroon since the attainment of independence to 
promotee industrialisation were built on the establishment of large modern 
manufacturingg plants, using large credit. However, the lack of skilled personnel, 
outdatedd production processes and inefficiency among other things seriously hindered 
thee success of such strategies. Similarly, the long-term sustainability of capital 
accumulationn also depends on whether the profits from investment are used for 
privatee consumption (durable goods, properties etc.,) rather than reinvested in the 
business.. During the 1980s, Cameroonian businessmen used their profits to acquire 
reall  estate, buy luxurious cars rather than save repay their loans and/or reinvest in 
theirr businesses. In so doing, they contributed to the 1980's financial crisis. Similarly, 
thee long-term success of any accumulation process wil l be influenced by changes in 
thee external environment (information, markets etc.). 

5.55.5 Conclusion 
Foucault'ss methodology has been used in this chapter to challenge the 

traditionall  view of the microfinance as neutral and liberating for the poor, especially 
women.. Some features of the credit system have been examined to illustrate how they 
workk to discipline the borrowers to invest the loans on productive activities. 
Microfinancee is part of the operation of power in society. It makes normalization and 
controll  possible. As Foucault argues, power is 'productive'; it is used as a tool to gain 
accesss to individual and produces normalization. The disciplinary power of 
microfinancee is most strongly manifested in the creditworthiness and the repayment 
performance.. The same can be said of the interest rates. Although the experience of 
microfinancee in Cameroon is still in its infancy and there is a general lack of research 
onn most microfinance institutions, this research can draw some preliminary 
conclusionn that the credit guidelines train low-income borrowers to change their 
behaviourr in order to achieve their own conformity with the established rules. From 
thee bottom-up, we have seen how such attempts at conformity are taking place. 
Individuall  borrowers seek to invest the loan in productive activities. The analysis in 
thiss chapter confirms the hypothesis that contemporary microfinance works as a 
disciplinaryy power, exerting on the borrowers a constant pressure to invest the loans 
inn small businesses that generate sufficient income to enable repayments, the 
enhancementt of the borrower's welfare. Most of the schemes are adopting the best 
practicee guidelines, planning for their financial self-sufficiency by charging interest 
ratess to their clients, others are embracing the Grameen Bank methodology in order to 
conformm to donors conditionality and get access to credit. 
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