V.
ALTERNATIVE INSTITUTIONAL STRATEGIES FOR PRO-
VIDING FINANCIAL SERVICES TO RURAL WOMEN

The institutional arrangements chosen for delivery of financial
services to women will largely determine the extent to which women
will or will not have access to credit and savings opportunities. Con-
ventional institutional strategies clearly have not provided women
with accessible and attractive services. Realizing this, both donors
and developing country governments are increasingly turning to
new and innovative approaches.

Innovative strategies, may provide separate credit and savings
schemes for women or serve them through the same arrangements
provided for men. This applies to banks, ministry-operated schemes
and to grassroots programmes of NGOs. This section illustrates al-
ternative approaches under these different institutional arrange-
ments.

5.1 Integrated Credit Schemes Serving Women

Integration of women into existing or newly created financial
services along with men facilitates women's access to funds, and en-
sures sustainable operations, However, in the past banking institu-
tions have been unwilling to become involved in serving women, be-
cause of the perceived additional risks and complications involved
(see Chapter 3) and the failure to sce associated benefits. This sec-
tion describes schemes that have done so successfully through
taking special measures to ensure women's access.
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BOX 12
NEPAL: The Agricultural Development Bank

The Agricultural Development Bank of Nepal provides an example of an existing banking
institution that is extending its facilities and modifving institutional procedures in order to
serve the rural poor. It has embarked on o widespread programme of bringing banking to
the villages through the Small Farmer Development Project (SFDP), supported by rwo
IFAD loans. The SFDP serves as an administrative umbrella structure, through which cre-
ditis channelled to small farmers and the landless in a number of development projects fi-
nanced by the government and ditterent international organizations.

The Small Farmer Development Division of the Bank administers the funds to the various
projects, and the Bank's branch offices deliver loans and collect pavments through their
field workers, the Group Organizers and Women's Group Organizers.

The Group Organizer is responsible for visiting villages, conducting household surveys to
identify those interested and eligible, and for forming groups. By 1988 there were 532 wo-
men's groups providing loans to over 4000 women, compared to 4667 small farmers groups
with 42345 members, mainly men.

Women's groups are normally smaller and receive training and take loans for o number of
income-generating activities, such as vegetable gardening, goat and buffalo keeping, fishe-
ries and cottage industries. Not only has the Agricultural Development Bank of Nepal ex-
tended its institutional network and staft to the village level, but it has also modified nor-
mal banking policies and procedures to attract the poorer rural men and women,

Eligibility criteria to be used in sereening loan applicants have been designed to favonr the
rural poor, both men and women. The small size of the loans provided for groups or indivi-
duals are within women's borrowing capacity and the activities approved include those
which are attractive to them. Collateral requirements have been replaced by group liability
and peer pressure for loan repayment. There 1s a gradual shift from collateral based lending
to development orientation and project viability in order 1o cater to the needs of the
weaker segments of the population, who have a low resource base. The bank's policy now
stipulates that loans be granted to small farmers and their groups against individual or
group guarantee with full or partial collateral or without collateral. For small farmer credit
under the [IFAD-financed Swall Farmer Develupnent Proect, the guarantee of the small far-
mers group is considered sufficient for the extension of credit to groups and their indivi
dual members, which allows greater access by women.




86

WOMEN AND CREDIT

The Credit Agricole of Marocco (Box 13), which is the main

Moroccan bank for rural and agticultural lending, is making a con-
scious effort to improve women farmer’s access to credit.

The Bank Rakyat of Indonesia (BRI) (Box 14) provides

another example of institutional change in a commercial bank which

BOX 13
MOROK O The Credut Agrtcole

In Moroceo, rural women are actively involved in crop production, livestock management,
marketing and handicraft production. In racognition of their active role in income-genera
uon, the Credit Agricole, has initated a new approach directed to providing women with
better access to credit.

Created in 1961 with the express purpose|of providing credit for rural areas, the Credit
Agricole assumed that such credit would be accessible to both men and women. There was
no explicit mention of the sex of potential Horrowers. However, it was later discovered that
few women were using the available credit lines. In 1986, the Credit Agricole found that
out of a total of 107 198 borrowers only 15 125 or less than 15% were women.

The development plan of 198892 theretord provided for specific action to ensure that wo-
men, as well as men, benefit from bank cretlit. To achiceve this objective a detailed enquiry
was undertaken in March-May 1987, to identify the constraints which women face in ap-
proaching the banks for loans and the tvpes of projects and services, for which women nee-

ded financing by banks

This survey tound that women were being [excluded due to such Factors as narrow target-
ting of loans, the complex administrative pocedures and requirements for a variety of do-
cumentation which was difficult for women to procure. the requirements for fixed collate-
ral and guarantees, the distant location of raral branch bank offices, as well as illiteracy and
low education levels

However, interviews with rural women alsg showed that women were interested in having
access to eredit for 1 wide variety of on-farn and off-farm productive activities, but prefer-

red dealing with temale staff. As a result, & number of specific changes were initiated by
Credit Agricole in direct support of improving access of women to credit, among them
simplification of loan procedures, expansion of credit lines for the types of activities of in-
terest to women, improvement of mobile and fixed rural banking facilities to bring credit
distribution closer to where women lived; ipstitution of a seven day per week operation; hi-
ring of female stall; encouragement of wamen to form cooperatives, and, acceptance of
group guarantees as collateral tor loans.

A special unit was set up, statfed by women with multi-disciplinary training, to monitor
and evaluate how changes atfected tuture ageess to and use of credit by women.
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BOX 14
INDONESIA: Bank Rakvat [ndonesia

The Bank Rakyat Indenesia (BRI is the largest and most important Bank in the rural sec-
tor. BRI was set up in 1968 as an independent, fully owned srate bank to serve as the main
channel for Government-sponsored credit programmes for the rural and small scale sec
tors.

BRI has more branches and personnel than any other bank and remains the only Bank in
Indonesia with an adequate infrastructure to reach the rural areas where 80/ percent of the
population lives.

BRI has a network of 15 regional offices, nearly 300 branches, more than 2[500 sub units
and nearly 1200 village posts, It employs almost 32000 people, more than 43 % being em
ploved below the branch level. BRT operates as a commercial bank and provides dircet ac-
cess to credit for rural men and women,

The General Rural Credit Scheme IKUPEDES) and the Rural Savings Scheme (SIMPE-
DES) are the most visible results of BRI's rural strategy, KUPEDES has demonstrated
(with arrears of only 2.1% of loans disbursed since its inception) how programmes with
simple administrative arrangements. market interest rates, demand orientation and low
transaction costs can provide more efficient credit delivery mechanisms. In SIMPEDES,
the accompanying savings scheme, the number of depositors has risen from 35560 at the
end of 1985 to 661000 m May 1987 and deposits increased from Rp 5.1 billion to Rp 1111
billion in the same period,

The KUPEDES scheme grants loans to all creditworthy entreprencurs regardless of the line
of business. Loans carry market rates of interest. Women are estimated to account for
about a guarter of KUPEDES borrowers. Most loans are for working capital, despite the
higher interest rate associated with this type of activity. The large majority of KUPEDES
1(‘&"‘"‘ TTIL“JL' hu\'L' [.“:(‘n t‘l'“' Trllti["?,-f.

KUPEDES has not eliminated collareral requirements which remain a constraint to access
by women and the poor. Borrowers are required to post collateral equal in value to the
amount of the Toan, and 1o provide a co-signature of good character from the village head.
Howeyer, KUPTDUS does accept other collateral in addition to land titles, in the form of
other property or valuables, which are often held by women.

The minimum size of loans is small, climinating a frequent obstacle in lending to women.
The loan application procedure has been simplified to help uneducated and illiterate bor-
rowers, I order to apply for a loan. a borrower must provide a brief description of his or
her investment plans and a simple financial statement of the business. Loan officers routi-
nely assist in the completion of paperwork, particularly with illicerate borrowers.
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Elsewhere the Grameen Bank model has received considerable
international publicity and is being followed. Adaptations of its ge-
neral approach are being tested in Malaysia under the Ikhtiar
Project and in Malawi through the Malawi Mudzi Project, suppor-
ted by IFAD funding and elements of the strategy are applied el-
sewhere. Early results from Malaysia seem to indicate that some
adjustment of the approach may be needed for its use for agricultu-
ral loans to smallholders, rather than the landless, and in different
cultural settings where demand ffor credit may be lower and cohesi-

ve group formation more difticult.

5.1.2 Integration of Women into\Ministry-Operated Credit Schemes

Where the rural banking infrastructure is minimal or non-exi-
stent, as in most of Africa, externally funded credit programmes
which target the rural poor frequently operaie through the commer-
cial or financial sections of project management units, under line
ministries, such as the Ministry of Agriculture. These programmes
rely primarily on the ministry and project staff for credit delivery
and repavment, with banks playing a relatively minor role. At times
other cooperating government agencies, NGOs and agricultural
cooperatives also provide support or serve as intermediaries in deli-
vering credit. Because these programmes operate under special ex-
ternal funding arrangements with governments, they are also able to
introduce some modifications into loan procedures to facilitate ac-
cess by the target population, ineluding by women.

When the Ministry of Agriculture is involved, as is frequently
the case with rural credit, seasonal credit may be provided for agri-
cultural inputs, and medium of even long-term credit made availa-
ble for more major capital inveptments. Often credit delivery is rele-
vated to the agricultural extension statt, to specially trained credit
extension staff, or, a combination of the two. Ministry personnel as-
sume responsibility for credit activities, such as: (i) loan promotion;
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(i) group organization; (iii) advice and assistance to potential bor-
rowers on loan application; (iv) processing of applications; and, so-
metimes even (v) initial loan appraisal. The bank may simply provi-
de the final approval.

In many of these programmes, credit is emphasized and sa-
vings mobilization has often been omitted in the past. With growing
awareness of its importance, the more recently funded IFAD
projects, which use this strategy, are increasing their attention on
this issue.

Where these ministry-operated schemes recognise the credit
needs of rural women, they essentially provide credit to women un-
der the main delivery system, although they make certain staffing or
other organizational changes at the field level to facilitate women'’s
access. This is necessary because the Ministry of Agriculture and
agricultural cooperative systems are usually male dominated. Only
rarely do women have regular access to extension statf, membership
in farmers’ groups, or membership in their own right in cooperati-
ves. Therefore, in order for women to obtain agricultural credit, and
by agricultural extension services to assure effective use of credit,
changes are made in statfing patterns and in staff skills and attitu-
des. Usually some attempt is made to integrate women into village
level organizations, which are the final link in the credit delivery sy-
stem.

Credit operated by ministries of agriculture have used a variety
of approaches when trying to integrate women. Some have attemp-
ted to retrain and motivate male extension workers to contact wo-
men and to bring them into existing farmers’ groups, if social con-
straints are not insurmountable. Others have hired and deploved fe-
male extension staff or the wives of extension workers or reoriented
the temale staff of existing women's home extension services. Where
[emale statf were unavailable, NGOs have sometimes been involved
or other ministries, such as those of community development, have
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cooperated. Yet another approa¢h has been to train some type of
lower level and locally hired village worker, who would not have the
status of an extension worker, but would mediate between male ex-
tension statf and village women. |At times, several of these approa-
ches have been used in combination.

Where female field staff have been involved, sometimes sepa-
rate women's groups have been established, thus creating separation
of the credit receiving systems at the lowest level.

The integrated ministry-opgrated approach to financial servi-
ces for rural women has both adyantages and disadvantages: on the
positive side, it can encourage permanent institutional change
within the ministry in favour of assisting women tarmers. For instan-
ce, a credit scheme in the ministry of agriculture can be the catalyst
for a more women-farmer targetted approach in agricultural exten-
sion and training which will continue after the credit scheme termi-
nates. During the credit scheme jtself, if properly implemented, the
strategy helps assure that women| farmers have access to agricultural
information, advice, needed inputs as well as to agricultural credit.

However, the strategy also requires a high level of institutional
commitment. Suitable female fie]d staff are hard to find, train, mo-
bilize, house and retain in remot¢ rural areas, and male staft’s attitu-
des and conventional behaviour ¢an be difficult to change. Women's
participation in mixed groups, particularly in some societies where
women adopt a more passive role in the presence of men, may be
inhibited, although this does not preclude their access to agricultu-
ral credit and information. Additionally, this approach may require
changes in the credit packages t¢ favour women farmers in general,
such as a smaller size of packages, and inclusion of credit for hiring
of labour and equipment for land-clearing, or different agricultural
inputs for “women’s” crops.

An illustration of one attempt by government and the Ministry
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of Agriculture to integrate women is in Malawi (Box 16).

BOX 16
MALAWL The Mintstry of Agriculture’s Credit Programme

In Malawi, women play an active role in agriculiural production. About a third of all hou-
scholds are female headed. The Ministry of Agriculture’s credit programme under its De-
partment of Agricultural Development is receiving IFAD support. Credit delivery and re-
covery is the responsibility of the credit supervisors, who tke policy directives from the
agricultural crediv ofticers, but are admimistranvely responsible to the project ofticers of the
Ministry. The eredit officer is supported by credit assistants at the extension planning area
level. There is elose coordination between credit and extension stalf,

The participation of women in these ministry-administered programmes has been in direat
response to policy measures. Efforts to involve them in the credit scheme began in 1981
with the retraining of female home economics and nutrition workers in agricultural exten-
sion, Due to the lack of sufficient numbers of farm home assistants or female extension
staff, the male dominated extension service was also instructed to incorporate women into
farmers' clubs or groups. In recognition of the superior repayment record of women, the
Ministry revised its operational manual to place increasing emphasis on direct lending to
women. Both seasonal credit for agricultural inputs and medium term loans for farm carts,
farm implements, dairy animals and other investments, were made available 1o women.

Women who could have direct and independent access to agricultural credit were carelully
specified as heads of houscholds, wives of husbands who were away or involved in off-furm
business, and wives in polvgamous marriages. [t was emphasized that women who wanted
independent access had 10 be members of existing credit clubs or groups in their areas. By
1986, some 39[500, ar 19% of borrowers, were women; of these women 38000 received
credit and extension advice in mixed groups. Shortage of tunds tor lending and hmired
numbers and maobility of female staff are limiting more

5.1.3 Integrated Credit Provision by NGOs

NGOs are also involved in providing rural women with access
to credit and savings opportunities through mixed-sex credit sche-
mes. In Zimbabwe, for instance, the now massive and still expan-
ding Savings Development Movement, where the majority of the
membership is female, was first initiated by an NGO (Box 8) as was
the Grameen Bank (Box 15). NGOs which are not specifically wo-
men'’s organizations or women's branches of organizations, tend to
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are its greater ease in focussing specifically on women’s needs and
problems, and the modifications it allows in policies and administra-
tive procedures to favour women.

The number of such women’s banks varies in different coun-
tries. In India, there are some thirty co-operative women'’s banks in-
cluded in the list of the Reserve Bank of India in six states. Some
grew gradually out of NGO efforts. In the case of the cooperative
women’s banks, the bank uses its own funds or refinancing facilities
from the state cooperative banks or the Reserve Bank of India to
provide credit to members.

The SEWA Co-operative Bank provides an illustration of how
such a bank came into existence and how it operates. (See Box 18).

Women's World Banking is an international rather than a na-
tional banking institution providing separate banking services for
women. It plays an important role in many countries in extending
credit to women (Box 19).

5.2.2 Separate Ministry-Operated Schemes for Women

Some regions and countries have a number of donor-funded
rural women’s “credit pilot projects” often financed in conjunction
with a larger programme, which usually also has a credit compo-
nent, These separate credit schemes for women tend to be ministry-
operated under Ministries of Women’s Affairs, Women’s Bureaus,
[nstitutes or Departments of Ministries, and the like.

The typical separate ministry-operated credit scheme for wo-
men provides training — often mainly technical training — credit, fre-
quently through a revolving fund mechanism, and sometimes also
provides advice and assistance. In the large majority of cases separa-
te ministry-operated credit schemes are small-scale, have a limited
budget and reach only a small number of women.
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BOX 19

Weamen's World Banking and fes Affiluates

Women's World Banking (WWB) is an internationally initiated non-profit organtsation, in
corporated in the Netherlands, which aims to encourage local credit institutions to issue
loans to women for income-generating activities. lts headguarters are in New York, WWB
establishes 1 partnership of interest with the local/national affiliate (a registered legal entiry
which may be a company or a cooperative socicty), and the participating financial institu-
tionts)

A threesided agreement is signed, setting up a Guarantee Fund for providing secunty on
bank loans to women who, because of lack of collateral, would normally be unable to ob
tain credit from institutional sources. The WWB contributes 50" of the Guarantee Fund;
the local affiliate guarantees 25% of any losses incurred; and the loaning bank is responsi
hle for the remaining 25%

The aftiliates in the different countries are responsible for sereening and identitying women
eligible for loans, and arranging for management training so that the women are able to run
their business along efficient lines. WWB's ultimate aim is to establish a global network of
credit and related services lor women engaged in income-generating activities.

In Kenya, the WWB affiliate, Kenya Women's Finance Trust - which is also IFAD suppor
ted - is registered as a non-profit organization. Its main role is to provide “mini-loars” to
women entreprencurs whose needs are too small for bank financing. The main credit me-
chanism used is the revolving fund. Under this arrangement, both individual and group
Joans to women can be provided. The Kenya Women's Finance Trust engages in close mo-
nitoring and supervision of borrowers, and reports a repayment rate ol 90%. The Loan
Guarantee Scheme, launched in 1986, operates as a parallel financing facility to the revol-
ving fund. and is used to guarantee loans by larger and more viable borrowers trom com-
mercial banks. Women borrowers also receive training, including how to apply for future
bank loans, complete application forms and reply to bank queries (see also Box 25) They
also receive assistance in preparing loan applications from Trust field officers.

Similarly, in Thailand, under the auspices of WWB, loans have been provided to women
engaged in handicrafts and shoe manufacture, as well as dairy tarming and other agricultu-
ce-telated activities. No. defaulted loans have been reported. The local WWB affiliate,
Friends of Women's World Banking Association Thailand reports that skalful management,
motivated ficld workers, an effective training programme for participating NGOs and good
public relations are the key to this successful credit scheme.

Many of these separate women'’s credit schemes have not ser-
ved to “pilot” or test a strategy that was subsequently replicated or
expanded, but rather to provide token assistance to women. The-
refore, such separate “pilot” approaches must be well justified on
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the basis of women's specific and unique needs in a given situation.
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5.2.3 Separate NGO Schemes for Women

Many innovative credit and savings schemes for rural women
have also come about as a result of the efforts of national or interna-
tional NGOs,such as religious groups, women's organizations, trade
unions and others, Where women's organizations or women’s arms
of organizations become involved in financial activities, they tend to
set up separate schemes.

In some countries there are many of these women’s organiza-
tions, whereas in others they have difficulty in emerging. Their long
and short-term objectives vary, some being set up specifically for
channelling credit to women, whereas others aim at raising women’s
consciousness and self-reliance, with credit as only one of the servi-
ces provided. In the case of an organization like SEWA (Box 18) for
example, the main purpose is not merely to borrow, the dynamics of
working together going considerably beyond the issue of credit.

Many NGOs, including women’s NGOs, are much more inte-
rested in encouraging savings than in credit, with credit from outsi-
de sources viewed as a necessary but temporary expedient. NGOs
emphasize savings more than do ministry-operated programmes. Sa-
ving is frequently a pre-condition for the provision of credit to the
women served.

The NGO approach to provision of financial services to wo-
men also tends to differ in other aspects from that of banks or most
ministry-operated schemes. Emphasis is on grassroots-up develop-
ment, sustainability, active participation of women, and develop-
ment of self-reliance.

In line with the stress on participation and self-reliance is the
development of viable grassroots institutional structures. This is
usually the lead activity in such NGO schemes and considerable ti-
me may be allowed for this purpose. Where possible, the emphasis
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is on building on existing savings and borrowing customs, and on
indigenous organizational structures. Such structures may be rota-
ting savings and loan associations (see Chapter 2) or other kinds of
thrift and credit associations. Or, they may be existing associations
of the village or of village women, set up to serve other purposes, on
to which a financial activity is later added. Where no suitable orga-
nizational structures exist, or exist for women, then groups may be
set up, with the necessary lead-time allowed for development of
group cohesiveness and participation. Where women'’s organizations
and separate financial schemes are involved, women are almost
always organized into separate groups.

While this approach has many obvious advantages in terms of
developing strong and sustainable financial services for women, it
also has disadvantages. In the past, many women’s NGOs have fo-
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rofits, particularly in the case of low
|

9). Morcover, adequate assistance
'glcclcd.

NGO income-generating dctivities for women are also often
initially grant-funded by the NG to initiate operations and genera-
te savings more rapidly. This can create certain expectations of con-

tinued financial dependence thdt may subsequently lower loan re-
payment performance when credit is provided. However, grants are
not always involved, and savings arc frequently mobilized from exi-

sting Income sources,

Moreover, the majority of NGO efforts are underfunded and
therefore unable to fully meet wamen's credit needs.
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5.3 The Savings-Credit Relationship

There is increasing awareness that development of banking
services for rural women on a major scale will require the provision
of savings as well as credit services in an easily accessible form.
Sound banking practices suggest the importance of savings as a pre-
requisite or as credit. Moreover, the savings aspect will help these
services be sustainable and cost effective and result in greater self re-
liance for the borrowers.

BOX 21

LATIN AMERICA: Credet Actevnties of Women's

Trade Unions

In the Latin American region, in addition to other grass-roots level women's organizations,
women's wings of trade unions are making considerable headway in organizing women to
supply credit and other requirements, particularly in Colombia, Costa Rica, Ecuador, the
Dominican Republic, Honduras and Peru.

The organizational structure of women's groups, however, differs: for example, in the Do
minican Republic, where the most spectacular results have been achicved, women constitu
te over 50 percent of the members of one trade union, FENAC. In the Dominican Repu
blic women have also started to form their own grass-roots unions, which join together to

form regional structures

In Ecusdor, separate women's uroups are being formed, to be forged later at regional and
national levels. In Honduras, ANACH (Association Nacional de Campesinos Hondurenos
- an organization of small farmers) has an active women's wing, concerned with training,
promotion and participation of women in income-pencrating activities. The women have
etarted a number of small scale group activities, such as shops, vegetable tarming, chicken
raising, fish ponds and small production units. However, most of these projects are handi
capped due to a lack of credit. ANACH wants to set up o revalving fund, with the aim of
initiating and sustaining such small-scale group projeets until they become economically

viahle

Innovative programmes are now showing that administrative
costs 1o banks of mobilizing savings can be reduced through linka-
aes with borrower groups, Groups can carry out the savings mobili-
sation and collection tasks at the village level, and transmit the accu-
mulated group savings to the financial institution. Even where such
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[FAD credit programmes in the Asia and Africa regions. Essentially,
this can be seen as a small self-administered local banking system in
a very rudimentary form and is closely allied in concept to the tradi-
tional savings and loan groups or clubs.

In the case of the Grameen Bank, the Group Fund is an im-
portant part of its operations and|performs multiple functions for its
members. It is based on compulsory contributions of 5% of the loan
amount rather than from income generated. It is a form of “group
tax”, explained as the “muschti-chaal” referring to the handful of ri-
ce the mother puts aside to save when she prepares the family’s
main meal. The Group Fund is kept at the local level. If a member
leaves a group he or she can re¢laim personal savings but not the

contribution to the Group Fund.

The Group Fund can be used by members for some 300 diffe-
rent types of small emergency and consumption needs. Such needs
are grouped under nine headings as: social and household needs.
health and medical expenses: loan repayment; maintenance, repair
and addition of capital equipment; raw materials for manufacturing
and processing: new and supplementary investments; trading; far-
ming and collective enterprise. Through the handling of this group
fund members learn how quickly savings can accumulate as well as
something about collective management of finances.

The savings-credit relationship with savings supporting credit
and vice versa. is theretore a promising and useful aspect of provi

ding credit for rural women. Thd eredit group structurce is an essen-
tial basis for this mutually supportive relationship.




