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Foreword

Since 1986, after the NRM government of President
Yoweri Museveni came to power, peace and stability
returned to Uganda, which enhanced a positive climate
for economic development.

Benefitting from this conducive environment, the
Uganda Women's finance and Credit Trust (UWFCT),
established in 1984, managed to succesfully assist low
income female entrepreneurs, through the provision of
financial services, business training and management
advise.

From 1989 onwards, UWFCT experienced a fast growth
of the organisation, caused by the enourmous demand
for its services. The Netherlands Development Organi-
sation SNV was approached for technical assistance to
professionalize the organisation and make it more effi-
cient. Mariel Mensink got seconded by SNV to UWFCT
in the position of Programme Advisor. From 1991 till
1995 she provided management advise on issues such
as internal reorganisation, staff development and
streamlining of savings and credit procedures.

Her experience with UWFCT and earlier working expe-
rience for SNV with cooperatives in Tanzania is reflected
upon in this publication. Based upon the successes and
failures realised by UWFCT and some similar program-
mes in Uganda, the report focuses on a possible design
for a financial service programme, which successfully
empowers poor women.

This publication represents an example of a successful
SNV support to a very capable and promising Ugandan
organisation.

JohanVeul
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Preamble

During my work with cooperatives and women's groups
in Tanzania and with a financial service programme for
women in Uganda, the Uganda Women's Finance and
CreditTrust Ltd. (UWFCT), I became involved in the pro-
vision of financial assistance to poor women.

The work in Tanzania involved training for cooperative
societies. One of the aims of this training was to increa-
se participation of women in the cooperatives. This was
to be achieved through the formation of women's
groups, who could then link with these cooperatives.
Many development agencies and banks aimed at assis-
ting these groups either with credit or with grants for so
called'income-generating group projects', we provided
management training to them.

During my work in Uganda, I was involved in the deve-
lopment of financial services for small-scale business-
women. Services were mainly given on an individual
basis but sometimes also to groups. Poor women pro-
ved to be bankable clients and repayers. However,
especially in remote areas, it was difficult and costly to
reach them with financial services. In the course of the
work we developed a methodology to approach these
women through groups, mostly through the informal
savings and credit groups already formed by poor
women themselves. Based on experiences elsewhere,
such as the Grameen Bank in Bangladesh and K.REP
from Kenya, itwasassumedthatpoorwomenshouldbe
assisted on an individual basis, but that the group
could be used as a conduit to deliver these services.

After my work with UWFCT in Uganda, I had the oppor-
tunity from my employer, SNV Netherlands develop-
ment organisation, to reflect on my own practical expe-
riences and compare it to experiences elsewhere.
Literature on financial services to poor women is main-
ly based on Asian and Latin American countries.

The Ugandan situation has its specific opportunities
and constraints, and experiences gained elsewhere

cannot simply be replicated. However, important les-
sons can be learned from those experiences. With this
report I hope to contribute to a possible approach of
providing financial services to poor women in Uganda.
In so doing, 1 have tried to incorporate practical expe-
riences and my own vision derived from this experien-
ce, supplemented by literature on experiences from
other countries.

My thanks go to Sarah Mangali, Rose Kigundu, Wim
Mellink, Hanneke Dykman, Reint Bakema, Hope
Kabuchu, Evelyn Nanjako and Elizabeth Kharono, who
contribute greatly with their fruitful comments, and to
the SNV offices in Kampala, especially the field director
Mr. Johan Veul, who made it possible for me to write th is
report.

Mariel Mensink
April 1995
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Introduction

One of the salient observations in developing countries
in the last decade has been that a large percentage of
women in these countries are amongst the poorest sec-
tions of the population, and that they continue to
become poorer. The phrase 'feminisation of poverty'
has appeared in several publications, underlining the
particular disadvantages which confront women in less
developed countries.

Poor women in developing countries aie involved in a
daily struggle for survival. They have to fulfill a variety of
productive roles in agriculture, small businesses or in
the service sector in order to contribute to the house-
hold budget. Moreover, they also have their reproducti-
ve role in the family, such as the upbringing of children,
care for the sick and needy and preparation of food. All
these responsibilities form a continuous demand on
poor women's labour, energy and time.

Poor women themselves have devised strategies to
guarantee a steady income for their families, while
combining productive and reproductive duties. They
opt for businesses which are accessible to them and
which can be managed, in the sense that they can easi-
ly be combined with their household duties and allow
for a regular minimum income. A common strategy
among poor women found in many African countries,
including Uganda, is the formation of informal savings
and credit groups. These groups can function as a buffer
in times of family emergencies, but also as a source of
capital for women who want to improve their busines-
ses. They are managed by poor women themselves and
are constantly adapted to suit their capacities and
needs. Accessibility, manageability and controllability
seem to be key criteria for poor women in the selection
of their business strategies.

Until recently, financial institutions and development
banks did not recognise the importance of women's
productive and reproductive activities in the national
economy. Traditionally, development banking for the

rural population or for small scale entrepreneurs was
typically oriented towards men. Through bureaucratic
procedures, security requirements and a gender bias on
the part of banking officers, women were excluded from
most of the services which financial institutions had to
offer Furthermore, women already experienced bar-
riers to benefiting from the bank services, because of
their limited access to resources, education and infor-
mation.

Many development organisations, financial institu-
tions and development banks now realise that directly
targeting programmes to women could have a positive
impact on the effectiveness of theirprogrammes. Incre-
asingly, they are aiming to address poor women with
their programmes. In Uganda, for example, a variety of
financial service programmes for the poor, with special
emphasis on women, have started recently or are about
to start soon. However, many of these institutions or
programmes are still searching for the most appropria-
te ways of addressing poor women.

Financial service programmes experience a multitude
ofproblemsinreachingpoorwomen,whileexamplesof
successes have only recently become evident. Experi-
ments with alternative approaches are mainly develo-
ped through NGOs, by way of learning from local initia-
tives and from informal financial structures. Good
examples are the Grameen Bank in Bangladesh,
ACCION International in Latin America and KREP in
Kenya. In Uganda, UWFCT has taken a lead in the deve-
lopment of appropriate financial services for women.

Furthermore, key criteria for successful financial servi-
ces for poor women are accessibility, and the need for
such services to be managed and controlled by women
themselves. Accessibility of services to women involves
physical accessibility as well as taking into account
gender imbalances and sociocultural disadvantages in
the programme design. Manageable and controllable
services for women usually calls for acceptance of small

13



savings and loans and, critically, for low transaction
cost.

In essence, services should be based on the problems
and needs, capacities and opportunities as perceived
by women themselves. This calls for a participatory
approach by the financial service delivery systems. Ana-
lysis of strategies developed by women, discussion
with poor women and cooperation with the informal
groups set up by these women can be instrumental in
this.

The financial service programme should, furthermore,
aim at the empowerment of women by increasing their
ability to access and control resources and put them to
effective use. Often this will imply that the programme
has to encompass nonfinancial services such as busi-
ness management and technical advice. Gender imba-
lances in the field of legislation, information and edu-
cation also have to be addressed.

A participatory, gender-sensitive approach, however,
will be time consuming, tedious and costly. Loan sizes
to poor women operating in informal rural and urban
markets will always be relatively small in comparison to
loans to other beneficiaries. Although women have pro-
ven to perform better at loan repayment than men, the
risks for the financial institution wi 11 be seen to be high,
especially in the category of starting entrepreneurs.
Before a loan is given out by a financial institution, the
expense is often compared to the loan size and the
potential income and risks involved. The overall costs
of financial services to this particular target group are
perceived by financial institutions to be high. Thus, in
order to access financial services of institutions and
banks to the target group mentioned, procedures,
approaches and methodologies will have to be develo-
ped to reach these women in a gender-sensitive, parti-
cipatory, but cost-effective way.

A possible way of achieving cost effectiveness, without
compromising the goal of a participatory, gender-sen-
sitive approach could be through informal savings and
credit groups. These groups are usually formed accor-
ding to the women's own needs, capacities and oppor-
tunities. They may be a focal point for discussion
between their members, thus creating a forum for par-
ticipation. Examples in other countries have shown
that these groups take over the significant roles of the
selection and administration of loans from the finan-
cial institution involved, and carry the burden of repay-
ment within the group. By doing so, the groups reduce
the costs of lending for the financial institution in the
long run. Therefore, they are a possible solution to the
question of how to provide long-term, cost-effective
financial services to poor women.

Such an approach, however, will require careful analy-
sis and selection of groups. The staff should be both
knowledgeable on economic issues and sensitive to
individual and group interaction. In addition, such an

approach would need an organisation which is highly
flexible and adaptable as well as accountable and con-
trollable, especially with regards to financial matters.
One may wonder whether a gender-sensitive, participa-
tory approach is compatible with sound financial
management, but there are some promising examples.
Creativity, courage and experiments within financial
services programmes will be necessary to solve the
dilemma of providing accessible and effective financial
services to poor women in the long run,

Considerable demands will be put on the management
capacities of any financial institution or NGO, and
major adaptations in certain areas of operation will
have to be made. For example, financial institutions on
one hand are required to become more target-group
oriented, flexible and receptive to target group partici-
pation. They need to become more gender sensitive.
NGOs on the other hand will have to substantially
improve their financial management skills. Thus, the
right balance between human and financial skills in
organisations providing financial services to poor
women will have to be struck.

Outline of the Report

In this report the implications of a participatory, gen-
der-sensitive approach to financial services for poor
women will be demonstrated, and an example of group-
based lending systems based on informal savings and
credit groups will be explored. Uganda will be the main
focus of the report. However, since the approach is rela-
tively new in Uganda, experiences from other countries
are used as examples. Information is obtained through
literature study and personal experience

The first chapter gives a view on the economic empo-
werment of women. It states that financial services are
important for poor women, provided they are given in
the right way, incorporating gender analysis and parti-
cipation as essential elements in the programme.

In the second chapter the business strategies of poor
women are analysed. Financial requirements of poor
women relate to their business strategies and repro-
ductive duties. Key criteria such as accessibility,
manageability and controllability appear to be of cru-
cial importance for women's choice of business and for
the financial services required by them. The main focus
of this chapter is on Uganda.

The third chapter highlights the financial institutions
operating in Uganda. An attempt will be made to assess
the services of these institutions with regards to the
financial needs of poor women. Itwill becomeclearthat
formal and semiformal financial institutions can serve
poor women only to a limited extend. Informal financial
structures play a very important role to supplement for-
mal financial services to women.

14



In the fourth chapter, these informal structures will be
analysed on their potential for a gender-sensitive, par-
ticipatory approach for poor women. The results of a
UWFCT study on informal savings and credit groups
among women in Uganda will be worked out here. An
analysis is given of the different types of groups that
exist, assessing which groups have the best potential to
be linked to programmes in financial institutions.

In the fifth chapter it is explained how formal and semi-
formal institutions could link with these groups. This
chapter is mainly based on examples from Asia, Latin
America and Kenya since the programme is relatively
new in Uganda.

Lastly, the sixth chapter gives the institutional require-
ments for successful financial programmes for the
empowerment of poor women, based on a gender-sen-
sitive, participatory approach, but aiming at long-term
sustainability. It becomes clear that the management of
such programmes is very complex and requires highly
qualified management skills. Issues like flexibility, cre-
ativity, decentralisation of power and participation of
target groups and staff in some decisions are as impor-
tant as clear lines of responsibility and financial sustai-
nability. In any financial service programme for poor
women these seemingly contradictory requirements
will have to be fulfilled.

IS
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Women, Finance
and Empowerment,
a Vision Statement

Introduction

Many women in developing countries are among the
poorest section of the population. Due to several cons-
traints such as limited access to resources, land, edu-
cation and information, and limited control over inco-
me derived from these resources, women increasingly
become poorer. The phrase 'feminisation of poverty'
has recently appeared in several publications about
developing countries.

Years of experience of working with poor women, made
it clear that for many of these women, poverty is the
most burning problem in their day to day live. Many
poor women are involved daily in activities to combat
poverty. These can include agricultural jobs, micro
enterprise, trade and so one. These activities, however,
bring very little income for the women and avenues of
increasing income appear to be limited.

Financial services could assist these women to increa-
se the income base of their daily activities, if they are
made available to women in an easily accessible way.
Merely making money available to women will not
automatically ensure that they can use and control this
money or that their productivity will increase. The com-
plex components of oppression of women in many Afri-
can societies works in such a way that it is not certain
whether women can employ the money given to them
for their own and their families'advantage.
Economic, but also political and cultural factors inclu-
ding gender roles have an impact on the way women can
use resources made available to them. It has repeated-
ly occurred that availing credit to women boils down to
indirectly supporting the businesses of their husbands.
Programmes which aim attheeconomicempowerment
of women, therefore have to consider gender imbalan-
ces and nonfinancial aspects of the empowerment of
women in their programme design.

This chapter will elaborate on the complexity of provi-
ding financial services to women. It will be argued that
women can increase their access to and control over
resources made available by financial services, butonly
when other aspects of gender roles are also incorpora-
ted into the programme design. This can be achieved by
involving women in the programme design and
employing a participatory approach in the programme.
In order to ensure continued availability of financial
services to women, the programme should also aim at
long-term sustainability.

Access of Finances to Women

Many poor women undertake a variety of economic
activities in the fields of agriculture, small-scale busi-
ness and services to get access to income to cover for
their household expenses. An increase in income
would reduce the stress on women of managing their
households with meager incomes. Financial services to
women in the form of savings and credit could assist
women in increasing their income and managing their
family budgets'. If given under the right circumstances,
these women could increase their opportunities and
chances as a result of the financial services.
The most important prerequisite for a financial services
programmes to poor women is that initial trust is put in
them that they are capable of dealing with these finan-
cial responsibilities and controls.
The essence of giving credit to a client is putting trust in
somebody. It assumes that this person is a serious
business partner, is willing and able to use the money
effectively, and that he or she is willing and capable to
repay. In order to access financial services to women
successfully, women need to feel that a considerable
level of trust is put in them with respect to their ability
to handle financial resources. According to Fong2 who
undertook research on finances for women, the ability
to obtain a loan, gradually use resources, control them



and decide on their use, in itself constitutes an affirma-
tion of confidence. The trust put in women, that they
will be able to use the loan properly and repay it, can
make them feel proud. It is UWFCT's basic conviction,
for example, that women are serious, capable and wil-
ling business partners and that they should be treated
as such during any business transaction.

This initial confidence in the economic capacities of
poor women is the first step fora financial institution to
actually effect a financial service programme for
women. However, despite the good intentions of many
financial service programmes and despite the fact that
women have proven to be good repayers, this initial
confidence in the capacity of women still appears to be
lacking.

Still, a 'businesslike' attitude towards poor women in a
financial service programme does not imply that other
aspects of gender imbalance are ignored. These imba-
lances should be carefully analysed for each area of
operation and taken into consideration in the program-
me design. Active involvement and target group parti-
cipation in the programme design and its implementa-
tion is essential to link services to women's real
capacities and needs.

When financial service programmes want to empower
poor women economically, they will have to address the
following issues in their programme designs:
l.An integrated, gender-sensitive approach, which

refers to the different roles and responsibilities, and
to the balance of power between men and women in
society. All of these aspects have their impact on the
economic performance of women and their ability to
access and control their incomes.

2. A participatory approach, which implies taking
women's needs, perspectives, capabilities and stra-
tegies as a starting point for programme planning so
that their active involvement and participation in the
programme is ensured. It is hoped that financial and
related nonfinancial services will really address
women's needs.

3. Increasing women's access to money and their capa-
city to handle it properly. In order to build financially
sound practises among the target group, train ing and
guidance in handling money and related issues
should be included in the programme.

Addressing gender imbalances

Any financial service programme addressing poor
women cannot isolate the financial empowerment of
women from other aspects of gender and empower-
ment, since they are closely interlinked.

In order to establish which aspects of gender relations
need to be addressed by a financial service programme,
the gender relations in society need to be clearly under-
stood. Gender3 refers to the roles, tasks and responsi-

bilities of worn en and men in a society. It is socially con-
structed, which means it is subject to change, histori-
cally determined and therefore dynamic. Gender rela-
tions differs from country to country4. They form a
complex system, deeply embedded in all facets of
society.

The balance of power between men and women always
plays an important role in the structure of gender, both
in productive and reproductive relationships. Money
also relates to power and any financial injection given
to women will have an influence on the balance of
power between men and women. Thus gender relations
and control over resources by men and women respec-
tively need to be understood before any intervention
through a financial services programme is designed.

For example, one crucial difference between men and
women almost worldwide is that women are held
responsible for reproductive activities, often on top of
their productive duties. These will limit her ability toget
involved in economic activities. If financial services
merely target economic activities, then involvement of
women in their programmes will remain limited.

Women, especially in Africa often have no control over
revenues from their own productive and reproductive
work 5, The question therefore is whether direct finan-
cial service intervention at household level would
benefit women since household members may not
share the same economic interests 6. The limited con-
trol women have over resources will have to be consi-
dered in the design of a financial service programme.

Approaches to Gender

The history of thinking about women and gender rela-
tions has developed rapidly over the last few decades 7.
There has been an increasing believe that changing
gender imbalances in favour of women is an essential
element of development. Certain schools of thought
can be distinguished, which approach gender imbalan-
ces in different ways, especially with regard to women's
productive versus women's reproductive roles. All of
these have their effect on the present programmes
addressing women, and also on financial service pro-
grammes.

Most commonly known is the welfare approach, which sees
women largely in their reproductive capacity of child
bearing and rearing, care for the family and for the sick.
Help is often provided free of charge, but without the
true involvement of women, since they are seen as pas-
sive recipients.

This approach still prevails in many development pro-
jects s, 'income generating projects', church and relief
programmes and even financial programmes addres-
sing women. It can result in programmes which heavily
undermine women's productive roles, triggering an
undesirable effect. If such an approach is employed in
financial service programmes, it can easily create the
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Women often take care of family responsibilities, sometimes assisted by elder girls

impression that loans are given out as free services to
assist women, and therefore they do not need to be
repaid. Lacking the participatory element, employing a
welfare approach in a financial service programme can
seriously undermine the long-term sustainability of a
programme.

Frequently prevailing in government programmes
towards women are the antipoverty approach and the effi-
ciency approach.

The antipoverty approach tries to increase the income of
poor women by means of employment programmes
and income-generating activities, so that women are in
a better position to meet their and their families' basic
needs. The productive role of women receives special
attention but little attention is given to their reproduc-
tive role. Increasing their productivity is seen as the way
to eliminate poverty, however, other aspects of gender
roles are not fully comprehended and therefore many of
these programmes fail to really increase women's inco-
me.

The efficiency approach is concerned with increasing
women's participation in economic activities with the
aim of strengthening the local (or national) economy.
Women are seen as an instrument in the total develop-
ment process, however, their reproductive and other
duties are often not taken into consideration, nor are
their views and opinions.

Both approaches emphasise women's productive role
over their reproductive role and can result in program-
mes which seriously affect their reproductive duties.
Often women slowly withdraw from participation in
these programmes, either because the activities cannot
be combined with household obligations or because
they are forced into situations which are not culturally

acceptable for them. The antipoverty approach and the
efficiency approach are commonly found in financial
service programmes for women, especially those that
are stimulated by the government9.

Women's organisations addressing gender imbalances
in society often employ an equity approach or an empower-
ment approach.

The equity approach seeks to involve women in develop-
ment activities so that they benefit as much as men. It
focuses on the productive and the reproductive roles of
women and is concerned with equality both in the
public and private sectors. The emphasis is on the poli-
tical and economic independence of women. Here,
women are seen as active partners in the development
process.

The empowerment approach tries to expose oppression and
help women to acquire power so they can shape the
direction of the development process. They need to
control resources in order to do so. Both the productive
and reproductive roles of women receive attention.
Women will only be able to bring about the necessary
changes if they have acquired their own power. Changes
must be implemented starting from the grassroots
level. Awarenessand the formation of organisations are
important elements in this approach which is the first
to be strongly based on listening to women's organisa-
tions in third world countries.

These two approaches harbour an essentially different
perception of the role of women, because women are
seen as active partners in the development process. The
empowerment approach10, emphasises very strongly
the participation of women, possibly through their own
organisations. Productive, reproductive and other
aspects of gender oppression are considered, through

19



the participation of women who experience these pro-
blems as a daily reality in their lives. An empowerment
process can here be defined11 as 'a process whereby
women become aware of the many aspects of their
oppression and take subsequent actions aimed at and
resulting in an improvement in their living conditions
and position, and in their bargaining power.'

Several financial service programmes, emerging from
the NGO sector, try to employ an empowerment appro-
ach while addressing poor women. A real focus on
empowerment in financial service programmes for
women will only emerge when women get more access
to and control over resources and when they can gradu-
ally increase their capacity to use these resources. Such
results can only be effected if women are actively invol-
ved in the design and programme's implementation
from the start. Women can then be seen as true and acti-
ve contributors towards development. Thus financial
service programmes aiming at the economic empower-
ment of women can only be effective if they incorporate
gender analysis12 and a participatory approach in their
programme design and methodology.

A Participatory Approach, How?

A participatory approach to development derives from
the conviction that poor people are capable and adult,
responsible people who know their own environment
well and will select the most suitable strategies for sur-
vival and development, given the resources and infor-
mation available to them. They are active partners in
development and their contribution is vital to the suc-
cess of any development programme which addresses
the improvement of their position. This vision complies
well with the initial confidence any financial service
programme has to have in poor women when it wants to
provide financial services to them.

A participatory approach was also advocated during the
Dakar women's conference13. The design of develop-
ment pol icies and their implementation have tended to
depend on a top-down approach leaving little room for
a participatory planning process. In contrast, it is main-
tained that without serious dialogue with producers,
and the women among them, policies will continue to
be misinformed about the gender aspects of produc-
tion, thus tremendously reducing the effectiveness of
those policies and programmes.'

Through a participatory approach, women's problems,
views and strategies, which derive from gender roles,
can be effectively com m unicated to higher levels. At the
same time avenues are opened within the programme
to exercise control and give responsibilities to poor
women.

However, participation is a serious business that makes
demands on people's time and requires considerable
self-discipline. Fuglesang and Chandler acknowledge

this14: 'If we recognise that people have the right to
decide whether they wish to participate or remain pas-
sive, then we must acknowledge the dilemma that par-
ticipation will never be 100%.' Inherent to a participato-
ry approach is the freedom for people to participate and
to decide when and how they participate. A participato-
ry approach towards poor women can only aim at maxi-
mising the participation of poor women, by creating the
right conditions and environment. Poor women will
have a diversity of problems and capacities and they
will select their strategies accordingly. The formation of
a variety of local grassroots organisations is an expres-
sion of this. Therefore, local grassroots organisations
can be a possible entry point for a participatory ap-
proach15.

Participation Through Local Grassroots Organisations

Local grassroots organisations can be formed accor-
ding to members' needs, problems and capacities,
especially when the organisations are member-initia-
ted. They can be a starting point for a participatory
approach. Fuglesang and Chandler16 suggests to 'dis-
tribute powertogroups of active and interested citizens
who are made accountable to themselves and the larger
community.' They call this social accountability. It im-
pl ies that the group, and the leadership of the group is
made accountable to its members. It also implies
accepting the rules that the community or the group
has set jointly and to conduct oneself according to
those rules17. Furthermore, it implies that groups
remain in touch with the community objectives, and do
not boycott them.

Friedman18, also encourages a participatory, empower-
ment-oriented approach through giving decision-
making power, autonomy and democratic control to
local communities or groups. According to Friedman,
this can be achieved through: 'A dense network of civic
organisations, which strengthens community. It chan-
nels new information and resources to the community.
It increases the community's stock of knowledge and
makes it more adept in using it.'

In the context of financial services to poor women, the
informal savings and credit societies formed by women
could be a possible starting point for a participatory
approach. These groups are often started by members.
They aim to improve their members' economic position
and discuss their problems, thereby creating recogni-
tion and solidarity among women. In many of these
groups discipline and mutual accountability is enfor-
ced19. However, the level of participation, and demo-
cracy as well as the link with the gender issues of these
groups will have to be careful ly assessed before any par-
ticipatory programme addresses them.

Linkages with higher level organisations, increasing poor

women's capacities

Local grassroots organisations are severely constrai-
ned by factors beyond their control such as global eco-
nomic forces, inequitable distribution of wealth and
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hostile class alliances20. For any participatory empo-
werment process based on local organisations to beco-
me meaningful, links with regional and national insti-
tutions are necessary here to foster real economic and
political influence. According to Friedman, this is a role
for NGOs, who can act as 'external agents', to facilitate
a social learning process and relate local action to high-
er level political and economic changes.

In the SNV ideology2', 'The primary taskof such an orga-
nisation is to stimulate and facil State the target group to
formulate their needs and to identify activities which
they believe to have priority. Furthermore, it is to assess
together with the target group whether the choices
made are feasible and which alternatives exist. They can
support the target group to enter into agreements with
governmental and private bodies and departments
with regard to the implementation of the activities and
to ensure adequate monitoring of the process.'

In the case of financial service programmes for women,
NGOs or institutions that link with informal savings and
credit organisations can encourage such a process by
jointly analyzing the situation with these women and
the opportunities open to them. Both the target group
and the external institution should contribute to the
planning and monitoring of the process, since both
have relevant complementary sources of information
from local and higher levels. Consequently, the NGO
can try to stimulate a gradual increase in the capacity of
women to control and manage resources by giving
them more and more financial responsibilities, accom-
panied with training and technical advise, using parti-
cipatory techniques.

Furthermore, the NGO or institution can try to address
gender imbalances related to financial services at a
higher level by political lobbying and by cooperating
with other women's organisations. The NGO can help
the target group in creating conduits to democratically
control policy implementation at higher levels.

Financial Sustainability

Any financial services programme for poor women will
have to ensure long-term financial sustainability so
that it guarantees continuation of the services to
women in the future. If the programme capital withers,
funds will not be available in the future to continue to
provide the services22.

To avoid this problem and in order to create a cost-
effective scheme, the programme should be self-suffi-
cient. A reasonably simple definition of financial self-
sufficiency23 is the ability of programmes to cover both
direct operating and financial costs and to maintain the
real value of the portfolio with their incomes. So, finan-
cial self-sufficiency incorporates operational self-suffi-
ciency, which is achieved when income is equal or grea-
ter than the expenses and losses of the fund caused by

external factors such as inflation. For long-term sustai-
nability of the programme, achieving and maintaining
financial self-sufficiency is very important.
Financial sustainability will be difficult to achieve when
the costs of reaching a certain target group with finan-
cial services are high, or when the fund is depleting
rapidly because of poor repayment. Poor women are
often perceived as a costly, high risk target group by
financial institutions, despite the fact that women have
proven to be good repayers24.

Reaching poor women with financial services will be a
costly affair at the start of a programme, especially
when a gender-sensitive, participatory approach is
employed. However, when financial services are chan-
neled through groups, who can gradually take over part
of the administration and bear the repayment risk, the
costs for the financial institution will reduce over time.
In this way, greater numbers of clients can be reached
than in a situation where loans are given to individuals
only. Thus, by channeling services to groups, the pro-
gramme will become more cost effective.

Summaty and Conclusion

This chapter provided an ideological framework for a
view of financial services to poor women. It clarifies that
financial services are important to poor women. How-
ever, there are certain conditions which will make these
services more effective. First and foremost, a financial
service programme for poor women should believe in a
poor woman's business capacity and her ability to
handle money. Secondly, accessing financial services
to poor women will imply a gender-sensitive approach
in the sense that gender imbalances are considered in
the programme design. And, thirdly, participation of
poor women in the programme will ensure that the
finances can truly be controlled by them.

There are many theories about gender and develop-
ment, which also influence financial institutions. The
theories mainly differ in their perception of the capaci-
ties of women and the assessment of women's produc-
tive and reproductive roles. The empowerment ap-
proach is based on the full participation of women in
the development process, while taking into considera-
tion women's productive and reproductive roles. It is
believed that this approach provides the best basis for
a financial services programmes founded on poor
women's capacities and needs.
A financial service programme aiming at the empower-
ment of women will have to ensure, furthermore, that
women increase their access to and control over resour-
ces. This will imply addressing gender imbalances in
other areas as well, for instance in the field of law, edu-
cation and information. Nonfinancial services in addi-
tion to financial services will often be necessary to
enhance access and control by women.

A financial service programme must also strive towards
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financial sustainability, so that continuing financial
services to poor women are ensured. A viable cost-
effective, participatory approach can be reached by
offering financial services to groups.

In the next chapters, the vision presented in this chap-
ter will be clarified with examples from Uganda, and,
where necessary, from other countries.
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Women's Economic Roles
and Business Strategies,
with Focus on Uganda

Introduction

Women in African countries perform a variety of econo-
mic roles in the productive and reproductive sphere.
The economic roles of poor women are very important
both to the household and to the national economy. In
Uganda, for example, women constitute 70-80% of the
total labour force in agriculture, which is the country's
major income earner. Furthermore, women are respon-
sible for almost all the reproductive labour, which inclu-
des care for fam ily consumption, for the children and for
the sick. In rural areas, this means carrying water or fire-
wood for long distances, cultivating crops and carrying
them home, preparing food and so on.

Women also perform a variety of off-farm businesses and
micro-enterprise activities to obtain some form of cash
income for the family. Small traders sitting on street cor-
ners sellingsmallsnacksareoften women. These women
contribute significantly to the family income. They often
pay for the education of the children, for health care and
for other basic fam ily necessities, such as oil and salt. For
all these expenses they need cash money.

Until recently, these women have often been overlooked
by development programmes, in particular by financial
service programmes. Currently, however, there are a
number of organisations and NGOs in Uganda that want
to address this particular target group. A meaningful
financial service programme for women will have to care-
fully consider women's productive and reproductive
roles, their business strategies and the requirements for
financial services derived from these roles and strategies.

In this chapter the types and characteristics of women's
businesses will be analysed, including the constraints
women face in establishing these businesses and the
strategies women have developed to overcome these
constraints. Poor women's requirements for financial
services will be highlighted after this. Examples will be
used from Uganda, and in some cases from Tanzania.

r - - - - , : « • • . .

Women fullfil a major rokin agriculture, however they rarely con-

trol resources such as land

Brief Background on Uganda's Economy and the
Economic Role of Women

Uganda's economy heavily depends on agriculture,
which accounts for 76% of GDP and 97% of export ear-
nings25. The country is very fertile and to a large extend
self-sufficient in food supply26. in the sixties, Uganda
was one of the richest countries in East Africa, but
because of long periods of war, the country's economy
deteriorated rapidly. Until recently, Uganda experien-
ced one of the highest inflationary rates in Africa, which
specially affected prizes of essential household com-
modities.



The situation is now gradually changing. Macroecono-
mic policies are being put in place to reduce overall
inflation and enhance economic growth. The Uganda
government, guided by the structural adjustment pro-
grammes, now focus on cash crop production while sti-
mulating business countrywide. The World Bank's
Financial Sector Programme27 will hopefully increase
the sector's efficiency and services. Major donors have
come back to Uganda, supporting all sorts of develop-
ment efforts, some of which specifically address poor
women.

Still, the structural adjustment programmes tend to
create harsh economic conditions for some sectors of
society: they have been widely criticised for further mar-
ginalising the country's weakest subjects, such as the
poor.

Women, constituting over 70% of the agricultural
labour force in Uganda28, have always, including times
of war, contributed to food crop production, the count-
ry's food supply and to the national economy. Recent
government policies, ignoring the women's role in agri-
culture while focusing on cash crop production, bear
the risk of creating food shortages at household level.
Traditional areas for food crop production are someti-
mes taken over by men, who use it not for home con-
sumption, but either for cash crop production or for
production for the market. Rural women are pushed
into less fertile areas and increasingly encounter pro-
blems growing enough food for their families, let alone
producing surplus to provide themselves with some
additional income29.

In Uganda it are usually the women who manage the hou-
sehold consumption. In urban areas, increases in price
levels of essential commodities drive women to develop
time consuming strategies to make up for the losses felt
at home. On top of this, social services, both in urban and
in rural areas, are severely limited. While it is women's
responsibility to care for the sick and weak i n society, this
task becomes increasingly cumbersome. Women thus
become a buffer to make up for the negative effects of eco-
nomic adjustment programmes30. Many women have
therefore involved themselves in all sorts of activities
besides agricultural production to increase their income.

Small Businesses Run by WomeM in Uganda

Apart from agricultural enterprise, the following busi-
ness categories run by women can be distinguished.

Survival businesses31 are run by some urban and many
rural women to add some income to the meager house-
hold budgets. These business activities are often
undertaken on an irregular and part-time basis, for
example small-scale resale of manufactured products
or production and sales of craft artifacts. These enterp-
rises usually need very little external inputs in terms of
raw materials or technology. Women who undertake
such activities mostly operate with extremely small
profit margins. In remote areas in Tanzania and Uganda

for example, women sometimes spend a week working
on a mat or making pots which earn them just a few shil-
lings. If this time could be invested in agriculture, their
profit (in kind) would be much bigger. However, these
women need the little cash they can earn and control
through these activities so badly, that they are prepared
to spend their valuable time. The money is often used
for essential household consumption, school fees, and
emergencies. Informal savings and credit groups can be
found among this category of women, usually for assis-
tance in major household expenses or for emergen-
cies32. An example of this category is given in box one.

Chapter 2, box!
Handicrafts

Handicrafts such as pottery, mat making and
leather works are often selected by poor rural
and urban women to increase their cash
income. They can easily be combined with
household duties and other responsibilities
and many women in Uganda have the know-
ledge to make tradltionai craft artifacts.

However, profit margins have been relatively
low ln%ls sector. UWFCT has tried to Increase
the marketing of these products.

Cetfruie is a client of UWFCT who has bene-
fited from this approach. She has been Invol-
ved in making handicrafts for a long Mine. She
also has some tailoring skills, therefore she
picked up the training in hand bag and shoe
making very fast. These products are more

:: marketable than the traditional handicrafts.

Gertrude got a loan from UWFCT for a sewing
machine, materials and tools to expand her
production. Unfortunately, as her business
was improving, her husband became upset
and refused to let her continue the business
from houje. Gertrude had to return the

cMnei

Now she is trying to acquire her own premises
close to the home from which she can run her
business. Currently, she continues to make
bags and shoes by hand. Gertrude is one ex-
ample of the clients who made UWFCT
realise that gender sensitisation of melts
very important in a credit programme to •

Female micro-entrepreneurs^ are the women that run their
businesses usually on a more permanent basis. They
often operate in and around the market places, running
small stalls or tiny restaurants. They can also underta-
ke beer brewing, brick-making and a variety of other
activities. These women might use small amounts of
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money for their undertakings, usually smaller than
men, but their capital circulates fast and is usually rein-
vested in their business. Membership of informal
savings and credit groups is very common among these
women. The fast circulation of capital gives them a clear
need for a variety of speedy financial services.

Small-scale business34 women run businesses on a some-
what bigger scale compared to the micro-entrepre-
neurs. They often employ people, take risks and are keen
on making profits and letting their business grow. The-
refore, they reinvest a substantial amount of the profits
in their businesses. These are the women that run medi-
um-size shops, restaurants or small tailoring work-
shops. These women have periodic cash constraints,
especially with regard to investment purposes. Al-
though financial services would help to overcome these
problems, informal savings and credit groups are rare
among the small-scale businesswomen: they mostly
operate on an individual basis. Still, these women have
no easy access to the formal banking sector either. An
example of this category is given in box two.

Chapter 2, box 2 " :
Timber Pncetitmg

Venna has been a client of UWFCT for more
than four years. She Is married and has six
children. Her husband helped her to initiate a
business in timber.

WKh the help of a loan from UWFCT she was
able to purchase processing machinery and
has expanded her business. She has bought a
piece of land and. now employs five workers.

Venna fully recovered the loan, attended
courses in small-scale business management
and is a regular saver. She contributes to the
family budget and the children's school fees.
She has become a source of funding for other
relatives, who see her as a respectable
businesswomen. I-; •)

The above-mentioned categories of women are proto-
types of a broad spectrum of business activities under-
taken by women in Uganda. The diversity of businesses
undertaken by poor women certainly calls for a variety
of financial services. It appears that the first two catego-
ries of clients operate informal savings and credit
groups, while the last category operates usually on an
individual basis. Group-based lending programmes will
therefore be more suitable for the first two categories.

Gender and Women's Economic Strategies

The importance of a proper gender analysis of women's
economic roles before the start of a financial service

programme has been emphasised. Although women
run a variety of businesses in Uganda, there are some
general factors related to gender imbalances in society
which influence women's business strategies through-
out the categories:

Customary and legal status, and control over resources

According to several reports35, in many areas of Ugan-
da women are still regarded by customary law to be
their husband's property. On marriage, a woman, her
children and agricultural (or other) produce raised by
her belongs to the men. The law of succession sees to it
that when a husband dies and leaves one or more wives,
she or they get 15% of the property. The rest goes to the
children and the husband's family. 'Clearly the custo-
mary and legal status of Ugandan women severely
limits their access to property and income, says one
report36. Many women hesitate to invest in property
which is not theirs or which will not provide them with
control overthe benefits. The limited access to financial
resources also severely limits their access to credit
because of collateral requirements attached to obtai-
ning bank loans. Furthermore, access to services from
cooperatives are usually limited to landowners, and
thus not easily available for women.

Women's Reproductive Duties and Time Constraints

In rural areas, women are primarily responsible for sub-
sistence agriculture. They also play an important role in
cash crop production. In addition they are the prime
caretakers of the children, food processing and caring
for the men and the aged. According to a UNICEF
report37, the rural Ugandan woman's working day ran-
ges between 12 and 18 hours.

Time constraints on the rural woman and her responsi-
bility for reproductive duties severely limit her partici-
pation in business activities. In order to minimise con-
flict stemming from their multiple roles, women choose
home-based or ambulant businesses38. A high percen-
tage of businesswomen run their enterprises on a part-
time or seasonal basis. Animal husbandry for example,
is a preferred business by many poor women because it
can be easily combined with the household duties.
Children often help out to keep the business running.
However, operating from a home base limits space,
time, mobility and therefore the volume of women's
businesses39 (see also box 3).

Chapters, box 3

Uvestockproiecttare often selected by rural
and rural/urban women for additional Income
generation, because they are easy to manage
In combination «tth reproductive duties.
Knowledge and skills are usually locally avail-
able and they bring a steady dally Income In
the case of diary cows or poultry projects.
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Leontina is one UWFCT client who opted for a
loan for diary cows. She and her husband,
who tea tailoi; have eight children. They live
inanira^rbinarealOldlonie*ers«roin :T J
Kampala town. With the loan of UWFCT she
bought two cows, drags, feeds and Improved
the cowshed. She also got technical advise in
dairy keeping and followed a general busi-
ness management training course. Her hus-
band is very supportive of the project.

The project is going well. Leontina has
already sold eight small cows. She gets an
average of 25 litres of milk pet day, which
gives her an income of roughly $250 a month.
With this money she has been able to contri-
bute to the children's school fees and to buy
some luxuries such as a bicycle and a cooker,
after repaying the loan. She is now saving •

.money for emergencies and to improve on her

Health Factors Constraining Productivity

Apart from working long hours, there are other factors
that strain women's energy and affect their productive
performance. The total fertility rate in Uganda is 7.4 live
births per woman, which is very high in comparison to
other countries. In rural areas large numbers of children
are still preferred and most women have no decisive say
in matters pertaining to their reproductive health and
sexuality, leading to frequent pregnancies and poor
spacing between the children. This is not the only thing
that negatively affects their health40: sex differentiation
in food intake in favour of men, and poor primary health
care services can negatively affect women's health and
therefore energy levels. This in turn affects her ability to
start a business or run income-generating activities.

Women's Limited Access to Education
Although there is no policy on education which discri-
minates on ground of sex, more then 50% of schoolgirls
drop out before completing the primary education
cycle, due to numerous constraints such as cultural bia-
ses in favour of the education of boys, early pregnan-
cies, domestic child labour and poverty41.

This results in high levels of illiteracy and low levels of
higher education among women in Uganda. Conse-
quently many women do not acquire the skills necessa-
ry for running successful income-generating activities.
This factor forces women to engage in business activi-
ties which require 1 ittle technical and managerial know-
ledge, and often earns them very little.

Women's Limited Access to ln/ormatiow and Markets
Women's limited mobility, because of household
duties and child care, gives them limited access to
information and markets. Furthermore, channels for
information on markets such as agricultural extension,

cooperatives and small-scale enterprise organisations
are mostly male dominated, although recent efforts
have been made to open up these channels of informa-
tion to women42. In addition to this women often pro-
duce 'low-value' food crops or engage in traditional
jobs, which don't require a high level of technology but
which are not easy to market, such as handicrafts.

According to an IFAD43 report, agricultural and techni-
cal promotion, extension services and research pro-
grammes have almost always been oriented towards
men. Women appear to be excluded from major infor-
mation channels on technical and marketing advice.

On top of that, women also seem to have less access to
techniques for improving the productivity of their
labour. It is a common phenomenon in many develop-
ment projects that activities which were traditionally
done by women are taken over by men once technical
equipment is introduced. This can be enforced through
culture, but also because technical advisors address
their services mainly to men. In Tanzania, for example,
many organisations gave machinery to women, such as
maize mills or oil presses. Control over these machines
was gradually taken over by men, because women did
not have the technical skills to run them.

"Poor" worneM are very eager to learn
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Women's Business Strategies

While addressing the above mentioned limitations,
women appear to develop business strategies which on
the one hand give them access to and control over
money and resources, and on the other hand do not
contradict with women's reproductive duties. Some of
these strategies44 are mentioned in the following para-
graphs.

Concentration in Certain Sectors

Women's businesses are often concentrated in certain
sectors, which need little investment and where
women's control of revenues is 'allowed.' In urban areas
women seem to prevail in service and trade. In rural
areas, female agriculturalists tend to focus on food crop
production while men concentrate on cash crops. Data
from Uganda show that women prevail in food proces-
sing, textile, handicrafts, and trade and restaurants,
(seebox4).UWFCT loan portfolio data (seebox 5) show
that women in urban areas can mainly be found in ser-

vice (restaurants, etc.) and retail trade, whereas women
in rural areas run agriculture and livestock projects, but
are also largely involved in service and trade. Women
tend to operate in enterprises with few barriers to enter
in terms of investments or new technologies, for exam-
ple food and craft production.
Few women are found in those sectors which are tradi-
tionally addressed by small-scale enterprise program-
mes such as carpentry, metalwork, garages and shoe-
making, and which are largely dominated by men.

Avoidance of risk

Women in business try to avoid risk and spread strate-
gies. According to Gosses45, 'Women entrepreneurs at
small scale and micro level are more interested in a
regular, secure income than in attaining maximum pro-
fits and/ or expanding their operations.' Women have a
whole rangeof duties and responsibilities, especially to
their families, so they prefer regular sales at reasonable
level of payment in order to get a secure income every
day, instead of a highly profitable but risky undertaking.

Chapter2,box4

The table below shows the findings of the 1989 Ministry of Planning and Development Manpower survey
with respect to a number of selected Informal sector units by industry and sex of head of enterprise*:

INDUSTRY

i. Food processing:

2. Clothes/shoes:

3. Metal fabrications;

4. Wood production:

5. Handicrafts:

6. Construction:

7. Oarages;

8. Trade and restaurants:

9. Transport:

10. Services:

11. Others:

12.Notstated:

TOTAL:

M.

36

39

62

38

3

26

rl'if
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26

50

2

4
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0

7
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1
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3
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0%
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4%
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Chapter 2, box 5
Types of Enterprises of UWFCT Clients

LOAN PORTFOLIO DATA UWFCT'fK • 0>

1. Restaurants:

2. Commerce and shops; ;;

3. Agriculture-.

4. Livestock (dairy, poultry):

5. Textiles: -

6. Bakery:

7. Nurseries/schools, clinics:

8. Food processing:

9. Shoe and bag making, carpentry: :

10. Others:

T O T A L : • - ^ - •$. •%

R U R A L • :«?.*-.•- :

5

34

7 6 ,;•-•;• S

•72

21

•• ' 9 • • • • :
:

: : \ -

9

10

12

: k ' .'••- y - f

248

URI

2

31

20

16

3

5

5

7

2

94

* As per Dec. 1993, loans to groups are registered as one.

Poor women in particular will avoid taking high risks,
because in many cases they have to cater for all the hou-
sehold needs. Growth strategies of enterprises run by
women are therefore different from those run by men. It
is not uncommon in Uganda to see women running a
few different small enterprises simultaneously (for ex-
ample a poultry project and a small shop) in order to
spread risks, rather than investing everything in one
business.

Group Formation

Group formation is a common strategy found all over
Sub-Saharan Africa which poor women adopt to allow
them to exercise more control over their resources deri-
ved from business activities. In particular micro- and
survival businesswomen often create informal savings
and credit groups which help them to keep their money
away from family needs. The husband and the commu-
nity usually respect these groups and will not interfere
much in the group's affairs. Usually women themselves
are proud to be a member of such a group. The group
can give them the courage to undertake risks they would
not have undertaken by themselves46.

Women in small businesses have developed these stra-
tegies to ensure access to and control over income for
themselves and their families. Financial programmes
aimed at these women could supplement these strate-
gies and enforce them in order to make sure that the
strategies continue to be effective.

Women's Requirements for Financial Services

The types of businesses that women run, their business
strategies and their reproductive obligations determi-
ne their requirements for financial services. In several
studies47 and through UWFCT's experience, major re-
quirements for financial services of poor business
women appear to be the need for accessible and secure
savings facilities, the need for small, fast loans without
collateral or lengthy bureaucratic procedures and the
need for nonfinancial services accompanying the finan-
cial services.

Accessible and Secure Savings Facilities

There is a still prevailing assumption among many
financial institutions and government ministries that
poor people, especially poor women, cannot save. At
the same time, experience has proven that poor women
have an urgent need to save. This allows them to balan-
ce the household budget, pay for major purchases and
meet emergency needs. The interest rate paid on depo-
sits seems to be the least important consideration for
these women48. Factors such as security of the savings,
privacy of accounts, proxim ity and easy access to depo-
sited funds, seem to be much more important to poor
women than actual returns on savings.

High additional transaction costs in the form of travel
expenses or waiting time to access deposits can dis-
courage women to save small amounts with the tradi-
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tional banking institutions. Transaction costs and time
spent waiting should be as low as possible, especially
since the amount per transaction is relatively low.
Women will calculate the costs of depositing savings
both in actual cost and in time spend waiting. If these
costs are too high, they will prefer to save on the infor-
mal market. Accessing savings facilities to women also
means adopting a client-friendly, personal atmosphere
in the office, as the examples of UWFCT and SEWA in
box 6 49 shows.

Chapter 2, box 6
UWFCT Savings Programme

UWFCT operates a savings scheme for women
in a personalised way in relatively accessible
offices and with quick services. The savings
programmeof UWFCT is growing very fast
and now has more than 6000 clients. In
UWFCT's experience, access to savings faci-
lities Is one of the most burning but underesti-
mated needs of poor women. Research in
Uganda has shown that women consider it of

from other family members. Women frequent-
ly ask UWFCT to leave their savings pass-
books at trust premises for better safety of
their moneys. Savings groups, the Informal
market or organisations like UWFCT offer
women a better savings opportunity than
formal financial Institutions, which are often
far away, bureaucratic and inaccessible for
poor women.

Accessibility of financial services for poor
women also means creating a client-friendly
atmosphere in the organisation. This was an
Important point of attention in all UWFCT
branch offices where clients find an informal
and friendly atmosphere. UWFCT staff have
been trained to take even the poorest women
seriously as a business partner.

The SEWA Bank in India also applies such an
informal approach to clients. For example,
customers may come around the counter and
share tea with the bank staff. UWFCT has also
developed alternative collateral require-
ments for small loans, such as group liabili-
ties, guarantors or using business equipment
asguafantortotheloan.

Small, Short Term and Accessible Loans

Most women's enterprises tend to remain small and are
based on traditional technologies. The credit needs of
these enterprises are also small, usually much smaller
than the formal banking sector offers. They will be most-
ly for working capital, since there is little investment in
assets. Furthermore, the loans need to be quick and

easily accessible when need arises in order to be mea-
ningful for the women's businesses. Bureaucratic pro-
cedures should be minimal to reduce time spent wai-
ting. Traditional collateral should not be required, so
that women can access the loans.

Flexibility in lending procedures, and loans which incur
low transaction costs for the borrower are needed in
ordertotargetpoorwomen. Furthermore, loansshould
not be tied to specific activities such as cash crops or
specific small scale enterprises. Tying of loans to speci-
fic activities can be found in many rural credit schemes
and has often excluded women in the past. Preferably,
loans should be made available to a wide variety of
business activities. Loans for reproductive activities
can be considered, especially if they would free
women's time for income-generating activities50.

Nonfinancial Services Accompanying the Financial Services

Women face constraints such as illiteracy, lack of infor-
mation, limited access to markets and lack of self-con-
fidence while running their businesses. Therefore,
women need additional services such as training in
business management, bookkeeping, general asserti-
veness and technical and marketing advice, all of which
can enhance the benefits of the financial services.

When women get finances for more complicated, new
projects, for example maize mills or oil presses, addi-
tional management and technical training is compuls-
ory. Awareness raising about gender roles can also be
necessary in order to ensure that the project is not slow-
ly taken over by men and is not conflicting with women's
reproductive roles.

Follow-up after training is very important in order to
establish the training programme's impact in addition
to the financial services. Follow-up on training can also
be a way of confirming the course's importance in front
of village leaders or husbands. This happened in Tanza-
nia, were it helped women to apply faster what they had
learned. UWFCT experiences are given in box 7.

Chapter 2, box 7
UWFCT TraiMiMf Programme

UWFCTs experience is that training women,
either groups or individuals, should always
be started by a needs assessment, after which
the training programme Is designed In detail
and given intensefoUow-up. Furthermore,
through experience UWFCT learned that
technical and management training can best
be combined so that the application of
management skills tepractlcally illustrated.

Managementand bookkeeping training for
women should be kept simple. At the same
time the training should not contradict
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'official' accounting rules, so that women can
graduate Into mainstream banking, If they
want. I - '% ,

Increasing women's self-confidence is an
important point of attention in training %
women, for example by giving them exercises

v to speak in front of others. UWFCT has
developed the strategy to use experienced
clients as resource persons to train others, for;
example in bee keeping training. These
clients feel proud to train their fellow women.
On the Job and Informal training is also

: provided to micro-business women. Women
always have to contribute something to the
costsof the training coarse, so that they value
the training and see it as a serious contribu-
tion to their business.

General gender awareness-raising campaigns can be
important to increase women's access to cooperatives
and small-scale enterprise organisations. UWFCT has
experienced in several areas of operation that sensiti-
sation of men, not only husbands but also village
leaders and local authorities has helped to increase
women's access to and control over loans and reduced
interference in the business by men.

Aiming at increasing women's access to and control
over resources can also imply lobbying to change the
legal status of women51 and to access relevant infor-
mation from government and development planners to
women.

Furthermore, poor women need examples and role
models of successful business women. UWFCT purpose-
ly tries to support such women, who can be an example
for other businesswomen in the area, as box 8 shows.

Chapter2, box8 •
Innovative Businesses [(

Not many clients of UWFCT select a protect
which involves a higher level of (new) techno-
logy and management capacity. If they do,
however, they can be a model and stimulus to
other women in their environment, as these
two examples show.

Otrtstina is married and mother of four
pildren. She was well educated and worked
with a bank before she started her business.
She buys honey and bee wax from small
farmers, mainly women. The honey is refined
and bottled and the wax is made into candles.
She got a loan fromUwTCT to expand her
business. • • fe 4:

ft Christlia has now trainedabout fifty women

the honey and wax from these women on a
regular basts. The business is going well and

.the honey producers are happy to have a
regular market for their honey, which they can

Frederic is a graduate agriculturist, married
and with children. She attended a special
course in mushroom cultivation, which she
than brought into practice with the help of a
loan of UWFCT. \

The business was very successful since
mushrooms are currently scarce and highly
marketable in Uganda. Frederlca has trained
some other women in mushroom cultivation
and supplies them with spawn to start the
production. Most of the women are enthusias-
tic because mushroom cultivation can easily
be undertaken close to the home and
produces a highly profitable product.

In conclusion, it can be said that accessibility, manage-
ability and control by women are important criteria for
successful financial services to women. Accessibility
includes physical accessibility as well as a client-friend-
ly, personalised attitude towards customers. It will also
include considering gender imbalances in the pro-
gramme design so that services are tailored to sectors
and areas were women operate.

In order to make services manageable for women,
savings and loan sizes need to be small and transaction
costs need to be low. A participatory approach will en-
sure that services designed by the programme will be
manageable for women and can be controlled by them.
Increasing women's access to and control over resour-
ces can start in areas where women already have some
control. Therefore, business strategies developed by
poor women can be a starting point for a successful
financial service programme.

Such programmes can best be tailored to the need of
the area and the target group. Detailed research, inclu-
ding the nature of women's businesses and informal
savings and credit practices as well as financial and trai-
ning-needs assessments need to be carried out prior to
the programme's takeoff. Participatory research
methods are likely to provide better information. Infor-
mal savings and credit organisations may be an impor-
tant source of information in this respect, since they are
formed according to women's own perceived needs and
capacities and they are managed and controlled by
women themselves.

According to the SEWA Bank52, such an assessment is a
time-consuming process which includes building rela-
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tionships, mutual understanding and trust between the
women and the institution. 'A realistic assessment of
women's financial needs and capacity is possible only
on the basis of an intimate involvement and knowledge
of the lives of these women and may take many months.
This results in an understanding not only of women's
various economic activities, but also of the problems
they face in carrying them out, how decisions on finan-
cial matters are made at the household level and how
women combine their domestic and income-genera-
ting roles.' Such an assessment needs to be done in
order to truly access the services to women.

Effects of Increased Access to Resources for
Women

When financial services are provided well, they can sti-
mulate growth in women's income and increase their
control over assets and resources53. There are many
examples of clients of UWFCT who can now send their
children to school, because of business improvements
with the help of a loan. Some women have made the
step from micro- to small-scale business, others have
expressed that they feel independent when they obtain
income for themselves, and that they are less prone to
sexual harassment or violence by men than before.

women's groups with a profitable communal project
were incessantly asked for contributions to the nation-
al women's organisation, to the extend that it seriously
undermined the profitability of their own activities.

The effectiveness of financial services programmes to
empower women will be determined to a large extend
on its impact on the women's lives. There are very few
studies about the real impact and effects of these kinds
of programmes, either in Uganda or outside. Financial
services to women are relatively new and impact
assessment has just started 54. Impact studies will be
necessary, however, to be able to detect changes in the
position of women and design more effective delivery
procedures. In the mean time there is a need to strengt-
hen the capacity of organisations to have an efficient
monitoring and evaluation system and a basic data col-
lection system in their credit schemes.

As a start, proper gender-sensitive baseline data would
be helpful in establishing the programmes' impact.
However, few NGOs have the required funds and exper-
tise to gather such data, especially when they are just
starting their programme. Therefore, gender-segrega-
ted data through national household budget studies
should be encouraged to make this information availa-
ble to NGOs and government ministries.

Cultural factors can limit the expansion of poor women's enterprises

On the other hand, others state that they now contribu-
te more to the household expenses and end up working
longer hours than before. Family members might try to
control a woman's income and put her under pressure
to earn more so that they can use it. This can greatly con-
tribute to the inability of some women to repay their
loans on schedule.

In the case of loans for group projects which took off
well, the groups were often pressurised for contribu-
tions to village projects. In Tanzania, for example,

Summary and Conclusions

In the course of this chapter the economic position of
poor women in Uganda has been analysed. These
women undertake a variety of small and micro busines-
ses in order to get access to cash money. The develop-
ment of these different businesses appears to be affec-
ted by certain gender-related factors, such as women's
customary and legal status in Uganda, their reproducti-
ve duties, their health situation and their limited access
to formal education and other sources of information.
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All these factors limit the expansion of poor women's
enterprises. Many women have developed strategies
within these constraints, however, which ensure they
exercise control over the income they obtain from their
businesses and, whenever possible, increase this inco-
me. Some of these strategies are: concentration in cer-
tain sectors, avoidance of high risk businesses and
group formation.

Women generally undertake businesses which are easi-
ly accessible to them and whose revenues they can
manage and control. Financial services to poor women
should also comply to such criteria. The financial pro-
grammes should consider the limiting factors for
women as well as the strategies women have developed
themselves to access and control resources. These can
be summarised as access to simple and secure savings
facilities; access to short term, small loans without col-
lateral or specific targets; and access to nonfinancial
services which can assist women to overcome their
backward position with regard to the law, education
and information.
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Formal Financial
Services for
Women in Uganda

Introduction

Since the beginning of the fifties, governments, plan-
ners and external aid programmes have cooperated to
establish conduits for financial services to the rural
areas and the poor. The main emphasis was on in-
creased agricultural production. Lack of capital was
assumed to be the biggest limiting factor to productive
investment for the poor. Until recently, women were not
seriously considered as a potential target group for
these programmes. The economic role of women in the
national economy was not fully recognised and the par-
ticular conditions under which women live and work
were not considered in the programme design. There-
fore, women were often not participating.
Recent experiences have shown that poor women are
bankable clients. They are inclined to save money as
much as possible and appear to be good repayers55.
Banks, NGOs and government institutions have come
to realise the economic potential of women and try to
incorporate them in their programmes. However, their
perception of women and their own internal procedu-
res often undermine effective participation of women in
their programmes.

In this chapter the variety of formal and semiformal
financial services delivery systems will be described
with special emphasis on the situation in Uganda. The
relevance of each of these systems for poor women will
be assessed, whereby criteria such as accessibility and
delivery of manageable and controllable services to
women are of key-importance.

Brief Background to Financial Services Delivery
Systems

Common categories of financial services delivery sys-
tems distinguished in most literature about credit are
formal financial services, semiformal financial services
and the informal financial sector.

Formal financial services usually include commercial and
government banks, and other official financial institu-
tions, which fall under the banking law in a particular
country. Formal financial institutions usually collect
savings, give loans and undertake a variety of other
financial transactions. Loans are mostly given to big
businesses against considerable collateral require-
ments. In the present context, cooperatives and credit
unions are also considered to be forms of formal finan-
ce because their operations are strictly guided by the
cooperative law in Uganda. Cooperative societies usu-
ally give somewhat smaller loans as compared to
banks.

Semi formal financial services include financial services
given by NGOs or private companies which are official-
ly registered, but do not operate under any financial or
cooperative law. They can, however, be specialised in
financial services. NGOs, being development oriented,
often give loans to community groups or to individuals
through the groups.

The informal financial sector includes all types of financial
services rendered under no formal regulations or laws
such as loans to relatives and friends, moneylenders
and savings and credit organisations.

According to Fong56, the institutional arrangements
chosen for delivery of financial services to women will
largely determine the extend to which women will or
will not have access to credit and savings opportunities.
Women will value each of the options available accor-
ding to their own needs and capacities, and utilise them
accordingly.

In Uganda these major categories of financial service
systems can also be distinguished. The formal financial
sector is undergoing major reorganisation to increase
its efficiency57. Rural and urban savings mobilisation,
even of the poorer section of the population, is stimula-
ted by government. Financial services systems in Ugan-
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da are, however, hampered by a poor physical and com-
munications infrastructure and by an ineffective legal
system which makes it difficult to follow up defaulters.
In the following paragraphs, the relevance of formal and
semiformal services for poor women are described,
chapter four will focus on the informal sector.

Formal Financial Services

Formal financial service institutions, which can be dis-
tinguished in Uganda are commercial banks, the gover-
nment banks and other Financial institutions. Some of
these programmes recently began to address women
with their programmes.

Commercial Banks

Commercial banks58 in developing countries rarely
provide financial services to small farmers and small-
scale business people. Especially women within these
categories are excluded. They are perceived as risky,
high-cost clients which require small amounts of
money at relatively high transaction costs for the bank.
Most commercial banks have branches only in the
major cities. A possible relationship between the target
group and the bank is mostly in the form of savings.
However, even the savings facilities of these banks are
not very attractive for the poor, especially for the poor
women. Among the constraints are59 the limited rural
infrastructure, limited opening hours, high minimum
deposit requirements, lengthy withdrawal procedures,
lack of information about savings facilities and a gene-
rally client-unfriendly atmosphere.

In Uganda commercial banks have generally ignored the
poor and especially poor women. Most of the con-
straints mentioned here also apply to the Ugandan com-
mercial banks. For example, most banks only have bran-
ches in the capital Kampala and a few bigger towns.
Minimum deposit requirement of UShs 100,000 ($100)
are found among some of the commercial banks, which
is more than the annual income of very poor women60.
The Central Bank has recently established a women's
desk61 and started a special credit line for business
women through the commercial banks. Loans will be
targeting mainly the bigger business women, who also
experience problems in obtaining loans from banks,
despite the fact that their businesses are booming. This
group is still very small in Uganda and most of them ope-
rate in Kampala62. The Nile Bank wants to experiment
with 'mobile banking' to capture local savings in Mbara-
ra. Thus some commercial banks are cautiously begin-
ning to address women in their programmes while
bearing in mind the risks.

Government Banks

Credit programs for the rural population or for small
scale entrepreneurs, are often initiated through govern-
ments with the aim of improving agricultural production
and stimulating rural development. These programmes
are either channeled through government banks or

through cooperative banks, especially in the case of cre-
dit for agricultural inputs. They are often implemented in
cooperation with the government ministries. In the past,
women were not specially targeted in these program-
mes. However, since the economic role of women is
increasingly recognised, these programmes have made
efforts to incorporate women.

The government banks and cooperative banks are usu-
ally more accessible to the rural population than com-
mercial banks because of their often widely spread
branch networks and because cooperation with govern-
ment ministries helps to inform the rural population.
However, the branch network is often maintained at
high costs. Loans are given at subsidised interest rates
and can easily be subject to political pressure by the
rural elite, thus repayment of these loans becomes dif-
ficult. Repayment of these loans can furthermore be
frustrated by an ill-functioning legal system and un-
clear property rights, as found in many rural areas in
Africa63. All these factors undermine the liquidity of
government and cooperative banks, thus leaving very
small funds for loans to women.

The meagre resources available to women can still be
prone to political interference from local leaders, as the
example in box one shows us.

Chapter 3, box I
Interference of Village headers

In Tanzania, a credit programme for women's'
groups was established by the Cooperative
Rural Development Bank. In one of the villa-
ges there was a well-running women's group,
who's loan application was about to be appro-
ved by the bank. The group had already paid
all the required fees. Local leaders of the
village, however, wanted 'their' group, a dtf-
fereRtgroup, to get a loan. It tamed Into a
conflict at village level, to such an extend that
the bank had to withdraw the loan offered to
theflrst group. In another case, the bank'lost*
agroupsapplicatlon and found ft only after
the agricultural season had started. The
women's group themselves lost Interest and
told the bank to keep the money. These
Incidents caused loss of motivation and
cohesion of tbegroap. '%'*•

Rural credit programmes implemented through govern-
ment banks or cooperative banks, sometimes in coope-
ration with government m inistries suffer from some spe-
cific constraints64 in delivering their services to women:

I. The rural banking network is poorly developed, espe-
cially in Africa. Partly because of financial reasons,
branches in remote areas could not be started or had
to close down65.
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2. Delivery systems are used which limit the active parti-
cipation of women. Savings and credit information and
procedures are often channeled through the agricul-
tural cooperatives or through agricultural extension
workers. These are generally highly male dominated.
Information about credit facilities is often disbursed in
writing, not using the local language, and thus not
easily comprehensible for illiterate rural women.

3. High minimum loans and rigid collateral require-
ments can also hamper the participation of women.
Women's micro-enterprises often need a very small
capital injection. Furthermore, land titles are fre-
quently required as collateral, which is difficult to
obtain for many Ugandan women. Co-signing requi-
rements of husbands can also hamper women when
they are obtaining loans.

4. Narrow lending policies such as the targeting of
loans for the few economic activities of the financial
institutions, are another obstacle for women. Many
credit programmes target cash crops or selected
crops which are men's responsibility, excluding food
crops which are mainly grown by women. In small-
scale enterprise credit programmes emphasis is
often put on producing enterprises, involving highly
technological investments, thus excluding areas in
which the micro-enterprises of women can be found
such as service and trade. Loans for investments in
reproductive tasks are hardly ever given, yet they can
free women's time for income-generating activities66.

5. Lengthy and complicated loan procedures are one of
the major obstacles for poor women to obtain loans
from the formal banking sector. Such requirements
can include the preparation of financial statements
and investment plans and the acquisition of nume-
rous documents. These requirements often imply fre-
quent, costly and time-consuming trips to the banks.
Approval procedures might be long and require a lot
of checking. The total costs (in time and money) can
be so high for rural women, especially in comparison
to the loan size needed, that they easily give up or try
to get a loan from the informal market.

6. A client-unfriendly atmosphere in the banks, and in
some areas mistrust in the banks, especially when
banks have sprung up and disappeared, can form
another hindrance for women to enter banks.

Many of the above-mentioned problems can also be
found in the formal financial sector in Uganda. Rural cre-
dit programmes implemented by government or coope-
rative banks in Uganda are the Rural Farmers Scheme,
implemented by the Uganda Commercial Bank (UCB),
and the Agricultural Credit component of the Northern
Uganda Reconstruction Programme, implemented by
government ministries and the Cooperative Bank. Al-
though these programmes purposely try to address
women, they still face constraints in reaching them, as
the examples in box 267 and box 3b& show.

Chapters, box 2
Women's fHtrtUipathn in the rural farmers

A report by Ugandan researchers Musoke and
Aaajo evaluated, among others, the Rural
Farmers Scheme of the Uganda Commercial
Bank(UCB) and Its Impact on rural women.
The programme aimed at a 70% participation
from women. However, despite the fact that
character loans were given, also to clients who
where new to the bank, only 30% of the bene-
ficiaries were women. The following factors
hampered the active participation of women:

1. Information about the scheme did not
reach Aft women, especially not those In
remote rural areas.

2. Long and slow approval procedures,
necessitating women spending a lot of time
and money checking with the bank.
Furthermore, sometimes the approval
period for loans was so long that the agricul-
tural projects could not be implemented.

3. Co-signing requirements of husbands
where not a problem as such but H was a
way for husbands to control their wives'
loans. Some husbands pushed their wives
intoaloan.

4. Some women expressed that they had
experienced a negative attitude from bank
employees. •

5. Not much training or technical advise was
given with the project. Information about
interest, the use of the passbook etc. was
notavailable. Supervision of loans after
disbursement was not very good, also
because of staff shortages.

6. Many women complained they had taken
up a project which cost a lot of time ami
labour, since loans where mainly given for
agricultural projects.

Astrong point of the scheme was that they did
not interfere with the women's choice of the
project. Many women applied, but it appe-
ared that the demand for credit was higher
than anticipated, even illiterate women
approached the bank for a loan. A total of
1400 loans had gone to women by 1989. The
RFS stopped giving loans to smaD farmers
and women for some time because of mana-
gement and repayment problems. It has
recently resumed operations. i #4



Loans for technical equipment can easily be taken over by men

C h a p t e r s , b o x 3 .. .... ":: • 1: Sf «A*••>£ : .. •

NorthemUganiaRemmtmcthnPr^ramme.AgriculturalCreiitComponent

Another example of a bank-implemented credit scheme is die Agricultural Credit Component of the
Northern Uganda Reconstruction Programme. This programme started In 1992. It is constantly review-
ing its procedures to adapt to the target group's changing needs. It now gives loans to individuals using a
group guarantee system. Existing or new groups are intensively trained for a period of 6 months.
The local administration is involved In approving the protects. The loan sizes are relatively small and
transaction costs for the borrower are kept low. Loans are targeted at agriculture and are mainly for cash
crops. Inputs can be provided in cash or kind.

Although this programme has tried to adapt Its procedures to the needs of Its target group, there are still
some problems with the programme's implementation with regards to women, such as:

1. Diversion of the loans to other activities, probably because the loans were to narrowly targeted
towards cash crop production. •{ '••• •§

2. Loan approval and disbursement procedures were long and bureaucratic so funds did not always
arrive in time to undertake the projects described in the loan request. •

•3. Monitoring and supervision facilities were not enough, both in terms of required staff and transport.
4. Politicians inftuenceon disbursement of the loans; favouring the rural elites.
5. Repayment was a problem, although the peer group pressure system helped In recovering money;

••'••• ) ' V l - "l k

This programme has given out 4,600 loans to the poorer section of the rural population. There are no gen-
der segregated data available, however, so It is unclear what the female participation In the scheme is.

At the moment many government banks are still restruc-
turing and their service is very slow, especially in rural
areas. Special programmes for small-scale and micro-
entrepreneurs in urban areas, where many poor urban
women operate, are notyet undertaken in Uganda. With-
in the formal banking institutions, gender sensitivity of
banking personnel is usually very low. The Central
Bank's women's desk has embarked on gender sensiti-
sation within the financial sector, but that appeared to
be a difficult task, since the deskis severely understaffed.

Other Financial Institutions

Other financial institutions, such as cooperatives or
private financial institutions are usually less commer-
cially oriented, less controlled by government or by
banking laws, and less influenced by political interests.
They have more freedom to adapt their procedures to
the poor target group, and can therefore develop sys-
tems which have the potential to reach more women.

Cooperatives have a long tradition in East Africa. Many
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of them were founded in the thirties. Rural cooperatives
are usually involved in the agricultural marketing of
inputs and outputs. Savings and credit societies were
initially mainly urban but are now increasingly found in
rural areas, also in Uganda.
Traditionally, organisations such as cooperatives are
male-dominated establishments69 and their delivery
systems are mainly oriented towards men. Yet, they
seem to impose fewer barriers to women than formal
banks. For instance they give character based loans, as
opposed to loans against collateral. The cooperative
society is usually based within the community, and the
loan can be approved, processed and repaid at a local
level. The loans can be small and their use can usually
be determined by the client. Women are still underre-
presented in cooperative societies, as the example in
box 470 shows.

Chapter 3, box 4
Women's Piwtfcipwttoiiiii Uganda Cooperative
SavingsandCreditUnkmUd.

In Uganda, savings and credit societies can
be found all over the country. They give finan-

CooperatlYe Savings and Credit Union Ltd.
(UCSCU) Is the apex organisation for savings
and credit societies in Uganda.

Officially, a savings and credit society can be
formed by a minimum of 3Q members. They
have to pool an amount of UShs 800,000
(US$800) in savings and give oat shares
worth UShs 100,000 before the society can
be registered. A committee is selected to

registration as a society appear to be high for
many women's groups.

J&i-

Training of society members is emphasised
by UCSCU, which concentrates on training
the societies In managementsfeHls, Insurance
of the loan funds and their transfer between
societies. !

Members of cooperative societies who have

ly up to twice the amount they have saved. Nor-
maOy members who have saved more can appty

pressure and mutual guarantees within the
sodetiesand appears to be good.

UCSCU and member societies by the Cana-
dian Cooperative Association reveals that
there are more urban than rural women mem-

tively high (39%), very few of them get loans
from their society. Participation of women in
the management of the societies is 17%.
Women's savings in comparison to men are
genei^low*«^ verylew women get loans.
Thus, there are several factors hampering full
participation of women as individuals or in
groups in these savings and credit societies.

Private financial institutions mostly operate credit
schemes that are oriented to the bigger companies.
Those that address the poor frequently originated from
the NGO sector71.

In Uganda an example of a target group oriented finan-
cial institution, which has many clients in the rural
areas is CERUDET. This organisation originated from
the initiative of the Catholic Church and is currently
owned by 12 dioceses. Through its parish network it has
the potential to reach a lot of women, as the example in
box 572 shows.

ment is very recentand that although partici-
pation of women til the mixed group is rela-

Chapter 3*
CeHtemaryMurat Dewsfepment Trust (CERUDET)

CERUDET isaCatholic financial institution. It
operates through an established bottom-up
structure which comprises of the basic com-
munity: subparlsh, parish, diocese or Resis-
tance Council. Character loans are offered in
genuine emergency circumstances, otherwise
securitiessucfaasland titles are required.
Saving is encouraged and loans are mainly
given from deposits.

CERUDET reaches a lot of rural people allow
costs through Its church structure. Ceredet
generally does not intervene with women's
choice of the protect and has a somewhat
decentralised decision-making structure so
that loan approvals can be quick. In 1990,
117 loans were given to women's groups as
compared to 525 male borrowers. CERUDET
isstfllbiiiidliigits Institutional capacity,
branch network and management informa-
tion system, and has BOW established four
regional offices.

Cooperatives and financial institutions stemming from
an NGO background, usually emphasise training and
other technical advise to their members, thus in-
creasing their capacity to handle resources.

Conclusions on Access ofVJomen to Formal Financial Institutions

In general, the financial sector in Uganda is beginning
to have a positive attitude towards the involvement of
women in its programmes. The commercial banks
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appear to be the most reluctant in this respect. They tar-
get the bigger women's' businesses only. Government
banks and other financial institutions are making con-
siderable efforts to increase involvement of women in
their programmes.

However, taking into consideration the criteria of acces-
sibility of services, both physically and with respect to
gender imbalances; and participation of women in the
programme in order to establish manageable and con-
trollable services for women, the formal financial sector
does not score very high.

Government and cooperative banks may have a widely
spread branch network, but appear to reach men becau-
se they focus on cash crop production instead of food
crops. Political motives can, furthermore, guide their
programmes, which results in mainly reaching rural eli-
tes. They often employ an antipoverty approach to
women, leaving little allowance for women's reproduc-
tive duties. Therefore, poor women can easily opt out.
Bureaucratic procedures, high transaction costs and
centralist structures together with a client-unfriendly
atmosphere can further hamper the access of formal
financial services to poor women. Formal banks have
limited freedom to design programmes and procedures
according to locally felt needs. Therefore, they cannot
easily adapt their programmes to a participatory ap-
proach. This can result in services which do not tally
with poor women's capacities and needs.

However, banks in Uganda have recently become inte-
rested in reaching poor women. When they succeed in
adjusting their systems, they have a big potential to
reach larger parts of the target group than NGOs. They
will have to institute changes in policies and procedu-
res as well as in credit delivery systems. They have to
become more flexible in loan size and collateral requi-
rements, and become more customer-oriented. Decen-
tralisation will help to bring the services closer to the
people. Furthermore, they will have to take account of
women's reproductive roles and refrain from targeting
loans to economic sectors where women do not feature.
Other formal financial institutions, such as cooperati-
ves and private financial institutions, tend to have grea-
ter freedom to adjust their procedures to their target
group. They are usually less bureaucratic and more
flexible than banks, and therefore more accessible to
women. Furthermore, services are often locally based.

However, many of these organisations are typically male
dominated and have not incorporated gender analysis
in their programmes. Recently-appointed gender offi-
cers experience constraints in resources and in support
to implement a gender-sensitive approach into the pro-
grammes. Participation of members or clients in parts of
the programme is to some extend allowed, but women
are still underrepresented in these organisations. If dis-
criminatory rules and regulations can be analysed care-
fully and removed, and internal support to gender offi-
cers increased, there could be a real potential for poor

women in the cooperative movement73, especially
because cooperatives provide additional services such
as training and technical advise as well.

Semlformal Financial Institutions

Semiformal financial institutions are those organisa-
tions providing financial service which are allowed by
government but do not operate under the laws for
financial institutions or cooperative laws. Mostly, these
are NGOs running a financial services programme.

In many countries, especially in Asia and Latin Ameri-
ca, innovative credit and savings schemes came up out
of NGO efforts. The NGO approach74 puts the emphasis
on grassroots development, sustainability, active parti-
cipation of women and a development of their sense of
self-reliance. In line with this is the development of
grassroots institutional structures, possibly building
on existing savings and borrowing customs and on indi-
genous organisational structures.

According to lazairy75, 'NGOs have played a crucial role
in the development of alternative credit schemes for
the poor, especially for women. Their experience and
close contact with the poor have given them important
insights into local conditions, have created a sensitivi-
ty to poor people's needs and fears and have earned the
people's trust. Some of these initiatives have grown to
become officially registered financial institutions, but
with a clear human-oriented focus still prevailing in
their programmes.'

Organisations which started as NGOs and obtained the
status of a financial institution later seem to have per-
formed well in providing services to poor women.
Worldwide examples are the Grameen Bank in Bangla-
desh, SEWA in India and some work of ACCION Inter-
national in Latin America. In these organisations, sys-
tems and procedures have been developed with the
target group's full participation. Timely and proper
investments have been undertaken to develop financial
professionalism within these organisations.76

The experience of NGOs running financial schemes in
Uganda is relatively young. In Uganda distinguished
categories of NGOs involved in financial services are;

1. NGOs running integrated programmes, including a
credit component.

2. Special 'Income-generating projects for women,'
started with credit.

3. NGOs specialised in financial services.

NGOs Running Integrated Programmes, which Include a Credit

Component

Many NGOs all over the world provide financial services
along with other services. In almost all integrated deve-
lopment programmes there is a tendency to add a
credit component at some stage or the other. This,
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however, can cause management problems77 when the
credit component does not receive the required pro-
fessional and financial attention. If the NGO concerned
does not have the internal capacity to manage finances
and employ a businesslike attitude towards women,
the credit component will have little prospects of beco-
ming financially viable78. The creditworthiness and
repayment capacity of clients are not always properly
assessed. Sometimes the marketability of the loan pro-
ducts of the businesses is not taken into consideration,
thus unviable projects are financed.

Furthermore, it may be difficult to separate loan trans-
action costs from overall staff costs, since many diffe-
rent roles are performed by the same field people. This
can result in loan transaction costs which appear to be
very high. Field officers are performing two, sometimes
conflicting roles, being the business advisor as well as
the credit officer, who collects repayments.

Despite these problems, integrated development pro-
grammes with a credit component can be suitable for
women as they address women in their own environ-
ment and often apply a participatory approach.

In Uganda, there are a number of NGOs that have star-
ted a credit component or a revolving loan fund79. Even
some of the programmes which started as relief aid now
run credit programmes. Many of these NGOs have spe-
cial programmes for women. They invest a lot in aware-
ness raising, mobilisation and training to make the tar-
get group ready for business development program-
mes. In remote rural areas, these NGOs give both trai-
ning and credit as an integrated package. However,
many NGOs, especially those related to church or relief
aid, still make serious strategic mistakes when they
design their credit schemes by employing a charitable
approach to credit. They may for instance provide credit
to people with many social problems who will never be
able to pay back the loan.

When it is politically or strategically opportune for an
NGO to spend much money in a certain region, it can
happen that they allow for much bigger loans than
clients can actually handle80. On top of this, many
NGOs operate revolving funds in areas where there is
competition with grant schemes for the same target
group and the same projects. Or they select very remo-
te areas, with a low business activity to run their revol-
ving fund. In such cases the repayment behaviour of
clients can be seriously affected. An example of an inte-
grated project with a credit component is given in
box68'. Information is obtained from the ACORD report
on the East Africa regional credit workshop, and from
visits to BUSO.

Chapter 3, box 6
BUSO Foundation Revolving Loan Fund

BUSO foundation Is an Indigenous voluntary
NGO, which started In May 1987. It operates
in the l^twerattrlaitgle, an area which was .
severely affected by the 1983-1986 civil war.
BUSO aims to resettle displaced war victims,
and started with community-based health
care programmes, it now has the following
programme components:

1. Community based health care and preventi-
ve health awareness raising.

2. Education on nutrition and family planning
methods.

3. Water and sanitation projects and nutrition

4. Support of Income-generating projects
though a savings and credit fund,

BUSO tries to employ a participatory,

of women in its projects. >;: ^

The foundation gives credit to women's
groups, mainly for communal group projects.
A loan supervisory committee is formed of
some group members. Resistance Council
members, chiefs and community health
trainers. It operates on a voluntary baste,
though eligibility and selection criteria for
groups have been set. 26 Loans have been
disbursed so far.

BUSO has experienced problems in the
repaymentof loans because, as it says, the
population in the area is used to relief grants.
Furthermore, there is no real financial
expertise available among the protect staff or
in tfie loan committee, and the monitoring
and supervision of loans is poor, BUSO Is now
considering giving loans to Individuals, using
the groups merely as a peer pressure
mechanism. The foundation would also like to
start mobilising savings, but this has been
hampered so far by Its Inappropriate status.

Despite these problems, NGOs running financial pro-
grammes, such as ACORD, BUSO and VEDCO have a
number of features which makes their loans attractive to
women. They often have there credit delivery systems
locally based and give loans based on character. They
alsogive small loans and encourage participation in loan
decisions and procedure designs. Often they are also
able to obtain a lot of information about the loan benefi-
ciaries, because they operate within the community.



Integrated programmes, furthermore, have the advan-
tage that they also address other problems hindering
the economic advancement of their target groups. The
ACORD district programmes, for example, have assis-
ted the community to form marketing associations.
Furthermore, they give legal and technical advise and
assistance on labour-saving technologies for house-
hold production and organise gender-awareness trai-
ning for women and men. Although the performance of
the ACORD credit programme was not very good,
women's participation in the credit schemes has impro-
ved, because of additional gender awareness program-
mes. Action Aid Uganda intends to start a credit sche-
me alongside with literacy classes, hence trying to
overcome the educational disadvantages of women.

Special 'income-generating projects' for women

The second category of NGOs involved in financial ser-
vices run income-generating projects. In most cases,
these are community-based projects, usually owned by
a group with the aim of creating additional income for
the members. They are sometimes financed with credit.
Many of these projects started with charitable contri-
butions from churches or church-based NGOs. Women
are approached as mothers and family caretakers, thus
employing a typical welfare approach without taking
into account their capabilities as economically active
producers. A common misconception in these pro-
grammes is that poor rural women have ample time,
which they can spend on labour-intensive projects such
as embroidery or knitting82.

Many of these programmes do not involve poor wo-
men's views in the type of projects run. The profitability
and market situation of the income-generating projects
is not taken into consideration. Poor women who can
not afford to spend time on unprofitable activities will
eventually pull out. Very often, these programmes take a
community-based approach to projects that are in fact
difficult to be managed by a group, such as pig keeping
and poultry keeping. Poor management of the project
and severe losses are often the result83.

When these projects are funded with credit and managed
as a group enterprise, which earns little income for mem -
bers, repayment can be a severe problem. In case of de-
fault, the lender is left with the problem of identifying the
legal 'loan beneficiary', which is difficult in case of a
group. The group's remaining members will have to
repay for the whole group. In several areas in Uganda,
women have formed groups purposely to get a grant or a
loan which they presume they do not have to pay back.

During a workshop on 'Income-generating projects in
Uganda' held by British development organisation
Oxfam, the lack of profitability in 'income-generating
projects for women was confirmed84. 'It transpired that
women had invested huge amounts in terms of time,
money and energy in projects which, on closer investi-
gation, produced little or no profit' and that 'Many
women were unknowingly subsidising their income-

generating projects with income gained through other
activities.' The women appreciated the association with
other women and the sense of self reliance and respect
they obtained through these projects, better than the
income-earning capacity of the projects.

Initially, UWFCT also funded some of these group-
based, income-generating activities, but it soon expe-
rienced the complexities of repayment of loans to com-
munally owned group projects. It now seriously tries to
move away from this charity approach to women and
approaches women as business partners. Income-
generating projects for women appear to have a very
important social function, but are of little economic
value for the group members.

NGOs Specialised in Financial Services, with Emphasis on
Women
Some innovative programmes to provide financial ser-
vices to the poor and to women emerged from the NGO
sector, especially from NGOs which specialised in
financial services for a particular target group. These
organisations had the ability to experiment with sever-
al approaches and tailor their services to the needs of
their target group. NGOs specialised in financial servi-
ces have also concentrated on developing the necessa-
ry financial management skills, putting long-term
financial sustainability as one of the priorities in their
planning. Financial sustainability is reached by encou-
raging savings among the target group as well as
reaching large numbers of clients.

Nevertheless they also employ participatory procedu-
res in their programmes and have features which make
the programmes accessible for poor women. They often
rely on character loans and group liabilities, with the
prospect of repeat loans to stimulate repayment, thus
removing the need for costly loan appraisal and colla-
teral requirements85. Participation ensures that servi-
ces are constantly related to the changing financial
needs of a particular target group.

Generally, the most successful programmes are based
on existing financial practises in the informal sector
which are used as examples for savings and credit deli-
very. Examples of such programmes can be found with
ACCION International and KREP86,

In Uganda, some NGOs are now moving in this direction
such as UWFCT and maybe a recently started interna-
tional NGO called F1NCA87. They try to employ a gen-
der-sensitive, target-group oriented, participatory
approach while still aiming at long-term sustainability.
They run their programmes in the business areas
around the towns, and in rural centres.

Both UWFCT and FINCA base their programmes on
building 'partnerships' with their clients. They encoura-
ge savings which also become a guarantee for loans,
and they (informally) train andguide thegroups or indi-
viduals in the process of financial discipline, manage-
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merit of group funds and in loan assessment.
The example in box 7 shows how gender sensitivity is
emphasised in the UWFCT programme.

Chapter 3, box 7

Services

UWFCT. has been providing tin dalservfc
to women since 1988. It has gradually devel-
oped its systems and decentralised its branch
network to serve the target group better. It has
separated financial from nonflnancial send-
ces. It has also developed specific procedures
for the different segments of Us target group,
using the group liabilities for the poorer
women and Individual loans for the bigger
business women, who can fulfill collateral re-

• tioiial banking service. A study on informal
financial structures was undertaken before the
group-based lending system was designed.

UWFCT has made a serious attempt to
incorporate a gender approach towards the
target group. UWFCT wants to address
women as serious, capable business part-
ners, while at the same time meet the gender-
specific needs of these women by using
simple client friendly procedures, specific
opening hours, group-based lending systems
and offering nonfinandal services and
general awareness raising on gender. It
emphasises personalised relationships with
clients and tries to build a partnership with
the women. Also it tries to gradually increase
women's capacity to handle and control re-
sources through training and other services.

Furthermore, in order to address general
gender imbalaiJcesinsoc»e^UWFCThas
also tried to seek cooperation with other
women organisations who address other
aspects of gender, such as Fida (women
(aversassociatlon}andACFODE. which
concentrates on general gender awareness. :

UWFCT has purposely organised Joint aware-
ness-raising campaigns whereby UWFCT
handle financial issues am) FIDA dealt with
legal issues. In this way, bofh NOO* combine
efforts, but maintain their own areas of

UWFCT hasalso made a big effort to lobby on
behalf of female micro entrepreneurs with
government and other organisations. For ex-
ample, through Us efforts more gender aware-
ness was created within the Central Baakasi j
It supported the efforts to open credit lines for
women in the Commercial Banks.

Conclusions on Semiformal Financial Institutions

Semiformal financial services, mostly provided by
NGOs, increasingly become an important form of finan-
ce for poor women in Uganda. There is a variety of NGOs
providing financial services to this target group and
their number is on the increase. It is very difficult to
draw general conclusions on the way they provide their
financial services, because the diversity in services is
very big. However, they appear to be more target-group
oriented than the formal financial institutions.

NGOs generally operate in areas close to where the tar-
get group lives, which makes services easily accessible.
Furthermore, they apply flexibility in their financial ser-
vices for poor women. Their approach to gender can
vary from charity oriented, welfare approach, by chur-
ches and relief organisations, to an empowerment
approach by progressive NGOs. Their perception of
gender differences determines to a large extend
whether they allow for real participation of the target
group in the programme and whether they perceive
women as serious business partners. A welfare-orien-
ted approach towards women can result in projects
which are only appreciated for their social function
while giving them little economic benefits.

The empowerment-oriented NGOs especially, allow for
high participation of the target group in procedures,
and even in decisions on loans. They give services which
are to a reasonable extend adapted to women's needs
and capacities. They also emphasise nonfinancial ser-
vices to increase women's capacity to control and
manage resources, which they consider as an important
aspect of empowerment. In addition to this, NGOs can
provide services in the field of marketing, gender awa-
reness raising, legal awareness raising and organisa-
tion and they can lobby on behalf of the target group.

The major constraint for NGOs appears to be in the area
of financial management and sustainability. This hin-
ders them to increase their levels of operations and to
plan for long-term, gradual expansion. It makes their
prospects for future operation of a revolving fund inse-
cure. Many NGOs operating financial services in Ugan-
da are relatively young8« and are still building their
internal capacity. Furthermore, some NGOs operate in
very remote areas with hardly any business activity.
Building a sustainable, revolving fund will be almost
impossible in such areas. NGOs will have to address
these issues in order to increase efficiency of their ser-
vices and to ensure continuity of services for the future.

Specialised NGOs are more inclined to emphasise pro-
fessionalism in their services than integrated NGOs.
They provide financial services to women in an efficient,
but client-oriented, gender-sensitive and participatory
way.



Summary and Conclusions

In this chapter an attempt was made to analyze formal
and sem iformal financial services, operational in Ugan-
da on their effectiveness in reaching poor women,
based on limited information89. The formal institutions
include commercial and government banks and also
cooperatives and private financial institutions, which
are officially registered under the financial law. The
semiformal sector includes a variety of NGOs operating
financial service schemes.
In order to assess their effectiveness in reaching poor
women, factors such as accessibility of services, the
institutions approach to gender, and participation of
the target group in the design and procedures of the
programme was assessed. The assumption thereby is
that a gender-sensitive, participatory approach will
ensure accessible, manageable and controllable servi-
ces for poor women better than other approaches. Fur-
thermore, efficient financial management was conside-
red to be important to ensure continued services to the
target group.

The variety in financial services, both in the formal sec-
tor and in the semiformal sector is wide, which makes it
difficult todraw general conclusions. However, it can be
said that the NGOs score higher with respect to acces-
sibility, gender sensitivity and participatory approach-
es than the formal banking sector. Their ma jor constrain
is in the area of financial management, which severely
limits their capacity to continue and expand services to
larger parts of the target group. This is especially the
case for integrated programmes. NGOs specialised in
financial services emphasise proper financial manage-
ment much more.

Although even formal financial institutions are in-
creasingly aware of the importance of participation of
women in their programmes, their services are not easi-
ly accessible for poor women because of lengthy
bureaucratic procedures, high transaction cost and
loan sizes, and a gender-insensitive, top-down ap-
proach towards their clients. Programmes of other
financial institutions such as UCSCU or CERUDET are
better target-group oriented and flexible and therefore
give more scope and potential for poor women to parti-
cipate, while they still operate their financial systems
professionally.

Because of their branch network and financial systems,
financial institutions can reach larger parts of the target
group than the NGO sector. They would have to adapt
their procedures, however, make them less bureaucra-
tic and more flexible in order to make the services
accessible to women. Furthermore, gender sensitivity
and a positive attitude towards a participatory ap-
proach would have to be created within the organisa-
tion.

In general it appears that both the formal and the semi-
formal financial institutions increasingly become inte-

rested in serving poor women. It seems that they could
learn from each other in certain respects. Therefore,
coordination between the different organisations
addressing this target group would be of great use.
There appears to be little coordination and sharing of
information among the organisations providing credit
to the target group, at national and district level. The
demand for credit among small-scale entrepreneurs
and women is far bigger than can be covered by the for-
mal and semi-formal institutions together in Uganda.
Joint efforts to increase the effectiveness of services to
the target group, would therefore be beneficial both to
the institutions and the target group.

Many small-scale entrepreneurs and women still rely
largely on informal financial systems. In the next chap-
ter, the importance of informal finance, especially of
informal savings and credit groups will be discussed.
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Informal Financial
Structures for
Women in Uganda

Introduction

Through extensive research90 it has been proven that
the informal sector is a major source of finances for the
poor, especially for the female micro entrepreneurs.
Informal savings and credit organisations can be found
all over Sub-Saharan Africa. The informal sector can be
a useful source of information for formal and semifor-
mal financial institutions who want to channel financial
services effectively to the poor, among whom women.

Especially, the delivery mechanisms used in the infor-
mal sector can be a model for the financial institutions.
Alternatively, these institutions can link their financial
services with already existing informal financial struc-
tures that address the poor, so that a high level of client
participation in design and formulation of the pro-
gramme can be ensured.

In this chapter, an assessment will be made why infor-
mal finance appears to be suitable for poor women's
financial needs. Common types and features of infor-
mal finance are described, with special focus on Ugan-
da. Furthermore, the function of informal savings and
credit groups is examined in detail, based on the results
of a study carried out by UWFCT and other studies91.
These groups appear to have some characteristics which
makes them suitable to link up with financial service
programmes, based on a gender sensitive participatory
approach. These characteristics and the benefits of lin-
king formal finance with informal groups will be poin-
ted out, seen from the informal group's perspective.

Types and Features of Informal Finances

Informal finance is a widely spread phenomena, espe-
cially in developing countries. Several sources of litera-
ture92 refer to common types of informal finance, which
are mentioned below. In Uganda, research on the infor-
mal financial sector has only started recently. First indi-

cations imply that informal savings and credit groups
are widely spread in Uganda and are used by many poor
women. Although other forms of informal finance can
also be found, there is much less information available
about these forms of informal finance93.

Money Lenders and Pawn Brokers

Money lenders are usually classified as individuals who
spend most of their time lending money. They can
obtain their initial capital from different source, and
make money by providing financial services to others.
Their loans are usually granted for short periods, unse-
cured and extended to long-term clients. They charge
high interest rates but impose few other transaction
costs to borrowers. Especially in Asia, the money lender
is a common source of loans.

Pawnbrokers also make money by providing financial
services. They usually give quick, short-term credit
against alternative forms of collateral such as jewelry or
ornaments. They are very common in Asia.

Moneylenders and pawnbrokers appear to be a very rare
feature in Uganda, according to research of UWFCT94

and of Makerere Institute of Social Research (MSIR).
Money lenders can occur in the form of traders or big
farmers, who give credit to farmers on the condition
that farmers sell produce to them at a lower price than
the market rate95.

Wholesalers and Shopkeepers

Wholesalers and shopkeepers are common sources of credit

for women, both for household consumption and for
productive activities or trade. The loans from wholesa-
lers or shopkeepers to their clients is often related to
another trading activity. For example a women can buy
on credit from a wholesaler and repays him when she
has sold her stock. The wholesaler has increased his
sale by giving her the goods on credit.

Wholesalers and shopkeepers are mentioned in some
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reports about Uganda as a source of credit to good
customers, relatives and friends. Very little is known
about the scope of this form of informal finance in
Uganda.

Loans from Landowners, Relatives or Friends

Landowners can provide loans to their tenants, often on
a basis of share cropping arrangements96 or agreement
that the farmer sells his crop at a low price to the land-
owner.

In Uganda there is little written information about the
role of bigger landowners in provision of credit to smal-
ler farmers. The MSIR report mentions its occurrence
but it is not clear whether it is a widely spread or relati-
vely small phenomena. In Uganda, land ownership
seems to be fairly equally distributed among many sub-
sistence and semi-subsistence farmers and loans of
this kind will probably mainly be given in family or clan
atmosphere, since land is traditionally clan property in
many areas of Uganda.

Loans from relatives and friends appear to be very com-
mon in Uganda, although little systematic research has
been undertaken on this form of informal finance.
These loans are often given without interest and with
very flexible terms of repayment. They are essentially
based on strong reciprocity within the relationship,
founded on mutual trust, understanding and depen-
dency in emergency situations.

Informal Savings and Credit Croups or Associations

Informal savings and credit groups or association are
very common among poor women, especially in Africa.
They give women access to savings and credit facilities,
which helps them to keep money away from the house-
hold and family requirements. Familiar forms are the
Rotating Savings and Credit Association (ROSCA),
whereby members pool the money and give it to one
member in turn, and theAccumulating Savings and Cre-
dit Associations (ACRA) whereby members pool money
which is used as a fund for loans. A variety of versions or
a mixture of these two basic types is possible97. It ap-
pears that many of such groups have both social as well
as economic functions but social functions are more
pronounced in some groups, while economic functions
are more pronounced in the other group.

Especially among Uganda's poorer people and poor
women there seem to be many informal savings and
credit organisations or groups. These groups can take
several forms. Most common are the ROSCAs, ACRAs
and funeral groups, although other forms can be found
aswell9».

which is very important in case of any emergency,
especially in rural Uganda.

2. Rotating digging groups are groups whereby mem-
bers cultivate on each others land in turn in order to
save expenses of hired labour. Although this arrange-
ment clearly provides economic benefits to its mem-
bers, there is usually no cash involved.

3. Clan- or kinship-based savings and credit groups as
found in, for example, Busoga". These groups usual-
ly give loans to their members within the family or
clan sphere. They are often dominated by men becau-
se women are assumed not to be fully integrated into
their husband's clan. Repayment of loans in these
groups is sometimes difficult to enforce because
financial transactions are based on sociocultural as
well as economic motives.

4. Rotating Savings & Credit systems in cash or in kind
(ROSCAs) whereby fixed contributions of members
are pooled together and handed to one of the mem-
bers in turn. It appears that these systems are usual-
ly found among women (and men) who live in proxi-
mity to each other or who perform similar economic
activities, for instance among market women. The
prime aim of these groups is to provide financial ser-
vices to their members. Groups who save in kind such
as agricultural produce, usually convert their savings
in cash by selling the produce.

5. Accumulating savings and credit associations
(ACRAs), whereby members save fixed or voluntary
amounts which create an accumulated fund used for
loans to members. Loans can be given with or with-
out interest, often depending on the use of the loan.
For instance, a group may charge 20% interest per
month for a business loan to a member, while a loan
for emergencies such as a sick child is given interest-
free by the same group.

6. Accumulating savings groups who invest their money
in group activities or so-called group-based, income-
generating projects or community-based enter-
prises100. This is a common form of group activity in
rural Uganda, often stimulated by politician or by the
church. It can be a 'social' activity such as building a
school, hospital or road, or an economic activity such
as a maize mill, agriculture or a bakery, aimed at in-
creasing the income of individual members.

In ROSCAs and ACRAs the economic benefits are usu-
ally more pronounced than in the other groups101.

1. Funeral groups are groups whereby members save a
certain amount of money regularly to create a fund,
which can be called upon in time of severe emergen-
cies such as death. These groups are usually large, a
whole village or a whole clan can form the member-
ship. Financial transactions are based on reciprocity,

Advantages and Constraints of Informal Finance for
Women

Informal finance appears to have a number of advanta-
ges over formal financial services by making the servi-
ces more accessible and manageable for poor women.



The informal financial sector is able to deliver financial
services close to the women's homes. The transaction
costs are usually kept low and the terms of credit are
flexible and negotiable102. Women select the purpose
for which they want to use the finance themselves, thus
ensuring that they can control the benefits. In the follo-
wing paragraphs these characteristics of informal
finance are looked into in closer detailed.

Personalised Relationships

Informal finance usually operates within a certain area
or neighborhood where borrowers and lenders also
interact in other ways. Therefore, lenders and borro-
wers undertaking informal financial transactions usu-
ally know each other very well. Informal finance is based
on personal relationships between borrowers and the
lenders, or between members of a savings and credit
group. Usually this relationship is characterised by
mutual acquaintance, understanding, trust and re-
spect, rather than provision of collateral or business
documents. This personal relationship, which has to
grow over time, assist the lender and the borrower to
assess each other's reliability and creditworthiness.
The personal element makes informal finance suitable
for poor women, who usually have no collateral's to pre-
sent and hardly keep any business administration.
Through personal relationships they will be able to get
credit in the informal sector if the lender is convinced of
theirtrustworthiness. According to Adams103, 'informal
finance is able to tailor loan and savings contracts to fit
the individual dimension, requirements and tastes of a
wide spectrum of lenders and borrowers, based on the
personal knowledge of clients.'

In informal finance, there is a continuous creation and
recreation of mutual reciprocal relationships which
also occurs in grassroots savings and credit organisa-
tions. This helps to create a strong cohesion and mutu-
al trust in informal savings and credit societies, which is
the basis for their financial management.

Adams104 describes the building of personal relation-
ships in informal finance as a 'process of learning based
on discipline: informal lenders typically learn to judge
creditworthiness and mobilise deposits over many
years and only survive in the business if they are suc-
cessful in developing these skills. Borrowersof informal
loans must earn the privilege of borrowing through dis-
ciplined steps that may include saving before borro-
wing, repaying small loans before receiving larger
loans, and always repaying obligations to sustain
access to informal finance. The product of increased
discipline are strong and dependable working rela-
tionships between lenders and borrowers (or the mem-
bers of an informal group). These working relationships
are the foundation of stable, reliable and sustainable
financial markets.' Thus personal relationships are a
strong fundament on which informal financial proce-
dures and management is built. Poor women, who can
not rely on other sources, use their skills to maintain
these personal relationships well.

Flexibility in Services

Micro businesses of poor women usually need much
smaller loan sizes than the formal sector is willing to
provide. The informal sector, however, can provide
small loans for short periods of time, for example for
working capital. Usually the loan conditions and terms
of repayment can be negotiated, depending on the rela-
tionship between borrower and lender, the borrower's
activities and circumstances, and the size of the loan.
Therefore, loans can be obtained for any activity and at
any amount women consider worthwhile105.

Loans can be used for all kind of productive as well as
for consumptive purposes. This is a big advantage for
women who sometimes need assistance in the repro-
ductive sphere in order to be able to continue their pro-
ductive work.

The informal sector usually offers a variety of savings
possibilities. Informal savings and credit societies are
also able to adapt their savings and credit operations to
their members' changing needs. This is contrary to the
opinion of many economists that ROSCAs and ACRAs
are traditional and rigid organisations, irresponsive to
change or development. In his article, Bouwman106

describes how the traditional Tontine in West Africa
have adapted to highly monetarist areas in the subur-
ban parts of the cities and fulfill an important role in the
support of microenterprises started by the youth.

This flexibility and adaptability of the informal financial
sector and also of informal savings and credit groups
makes it a very suitable source of finance for poor
women.

Manageable transaction costs and time to obtain loans

Another important feature of informal finance is that
transaction costs such as travel costs to and from the
lender, waiting time to get the loan and the paper work
involved, are usually minimal, both for the borrower
and the lender. The loans and savings transaction usu-
ally occur close to the clients home and money can be
obtained quickly when it is urgently needed. Thus, in
times of emergency, the informal sector can provide
finances, which are often crucial to survive for poor
women living in an uncertain economic environment.

Although interest rates in the informal sectorare some-
times high, other transaction cost are usually minimal.
Furthermore, a borrower will measure the transaction
costs of a loan not only in terms of interest rates, but
also in terms of other benefits, or, as Adams107 puts it:
The perceived costs and risks versus the opportunities
and benefits of borrowing on the formal or the informal
market are often wrongly understood by bankers and
economists. They assume that interest rates are the
major costs of credit for the borrower. For some poor
people interest payment may be a relative minor consi-
deration especially when loans are small and for short
periods of time. From the borrowers perspective, they
may be willing to substitute relatively high interest



rates for associated transaction costs that are modest
and for linked implied agreements that the lender will
provide additional loans in times of emergency, offe-
ring a credit reserve.'

In general, time and other transaction costs related to
obtaining credit in the informal sector are much lower
than in the formal sector. In the case of informal savings
and credit groups, the major investment of the mem-
bers in the group will be the time spend in attending the
group meetings. Usually the meetings will be heldclose
to the homes of members, and other benefits easily out-
weigh the invested time.

Strict Discipline and Enforced Repayment

Enforcement of repayment is usually much higher in
the informal sector than in formal finance. Social pres-
sure and the will to maintain a good relationship with
the lender appears to be a strong medium to enforce
repayment. Borrowers will usually repay their debts to
an informal lender or to a group because they value the
services they get and they know they will be sanctioned
in case they fail to repay108. A major sanction for the
borrower will be to be excluded from further services in
the future, forexampleagroupcan deny membership to
a defaulter, which means that she might nog have
access to another group.

According to Adams109, 'In the small and highly perso-
nalised societies that typify the life of poor people in
most low-income countries, a failure to repay one len-
der can result in an individual losing most borrowing
privileges in society.' Poor women operating under
marginal economic conditions, can not afford to risk
losing the opportunity to lend from the informal mar-
ket. In the informal savings and credit groups, repay-
ment is usually enforced by social pressures. The formal
sector, in contrast, usually has to rely on the official law
to enforce repayment. When legal systems are poorly
developed, this often appears to be ineffective.

Limitations to Informal Finance

The above-mentioned factors contribute to the effi-
cient and flexible operation of informal finance, espe-
cially to financial service delivery for the poor women.
However, the informal financial sector also has some
limitations110. These handicaps include the limited
capacity to finance larger, long-term loans; the lack of
security measurements offered, in case of savings; and
high interest rates.

The informal financial sector usually does not aim at
increasing poor women's capacity to handle and con-
trol resources. Therefore, training and technical advice
to women is provided only to a very limited extent.

Furthermore, the highly personalised relationship can
become a problem when it is based on dependency. For
example, in patron-client relationships with small far-
mers and big landlords or big merchants and micro-
businesswomen. In some cases these relationships

have become exploitive, and this exploitation has
become a kind of trade mark for the informal financial
sector. The mean moneylender, who pressurises the
last penny out of a poor women is a common picture
that emerges when people talk about informal finance.
However, the above advantages have made clear that
this picture is rarely true. Especially in the case of infor-
mal savings and credit groups, which are formed by the
members themselves, these can hardly be classified as
exploitative.

Informal Savings and Credit Groups

All the above-mentioned elements of informal finance,
which makes the services in the informal sector so
accessible for poor women can also be found in infor-
mal savings and credit groups. The few studies that
have been undertaken in Uganda, indicate that infor-
mal savings and credit groups are a common form of
organisation among poor women. These groups can be
a useful source of information on women's business
strategies and poor women's financial requirements. If
they are selected carefully, they can also be a possible
conduit for financial services of formal financial institu-
tions to poor women.

A UWFCT study of the function, mode of operation and
benefits of these groups gave a wealth of information
which was used for the design of a group-based lending
system by UWFCT111. Although the scope of the
research was limited to six districts and 94 groups, of
which 38 had savings and credit arrangements, the
study results can provide good insight into the function
of informal savings and credit groups in Uganda and
their relationship with poor women's financial require-
ments. In the next paragraphs the study results are
summarised, with emphasis on the financial services in
the group112. We will see that many elements mentio-
ned in paragraph 4.3, which make informal finance so
suitable for women, can be found in the informal
savings and credit groups.

Personalised Relationships in Savings and Credit Groups

In informal savings and credit groups personal rela-
tionships between members are very important. Espe-
cially in the small groups, most transactions are based
on mutual knowledge and trust. Strong group cohesion
is one major factor in the group's success and continu-
ation. It was found that the factors113 such as the
group's history, member initiative, unity in objectives,
group size, homogeneity, frequency of meetings and
participation of members in decisions influence the
strength of personal relationships in the group and the
commitment of members to the group.

HISTORY OF THE GROUP Most groups interviewed in the
UWFCT study started within the last 6 years, after the
end of the civil war in Uganda, when economic and
social live had become relatively stable.
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Groups generally evolve through some stages in their
live cycle:
1. The first phase could be earmarked by enthusiasm.

The new bond among the members creates high ex-
pectations and the group has a lot of plans. Members
are prepared to invest a lot in group activities. New
members join fast. The groups develops its objecti-
ves, rules and regulations and procedures usually at
this stage.

2. The second phase could be earmarked by awakening.
In this phase members begin to weigh their individu-
al objectives against those of the group. They begin to
realise that not all their expectations can be met by
the group. The initial plans might not be all imple-
mented. Some conflict might evolve in the group and
disappointed members leave. In the worst case the
wholegroupmight disintegrate. In groups with finan-
cial arrangements the first defaulters may appear.

3. The third phase can be earmarked as stabilisation.
The members who continue in the group are more
determined to meet group objectives. Sometimes
the group objectives and plans have become more
realistic, and rules and regulations have been refor-
mulated to suit the members needs. In ROSCAs and
ACRAs the group has gained some experience in
money management and members have enhanced
mutual understanding and trust. Usually when a
group has come to this stage it has a bigger chance of
surviving for some good time.

Thus, in groups which have gone through some expe-
riences together and have solved some conflicts, per-
sonal relationships have grown and these groups are
stronger than new group.

MEMBER INITIATIVE AND OBJECTIVES The mutual under-

standing and commitment within the groups appear to
be influenced to some extent by the way the group has
been initiated. When groups have been initiated by one
or some members in the group, they are usually more
active in their operations, hold meetings more regular-
ly and are stricter in applying the (usually unwritten)
rules for members.

The group's objective was also related to some extent to
whether the group was started by members or by an out-
sider. Groups, started by outsiders or by outside organi-
sations, for example churches or politicians, usually
have broader developmental initiatives while for most
groupswhich start on member initiative, incomegenera-
tion for the members is the most important objective114.
It appears that groups operating informal savings and
credit systems are almost always member initiated.

GROUP SIZE AND HOMOGENEITY Group size and the homo-

geneity of members, referring to the economic and
sociocultural status of members within the group, ap-
pear to be additional factors which influence group
cohesion.

In relation to the group size, the UWFCT research found
that groups operating ROSCAs usually have less than
20 members. Groups operating ACRAs, cooperatives or
village banks are usually slightly bigger with 25 to 40
members, while groups operating a communal project
can range between 5 to over 200 members. Sometimes,
the exact number of members is not known.

Although all groups were relatively homogeneous in
socioeconomic status of their members, the group
leaders were usually better of than the rest of the group.
If they had also started the group, their position in the
group was powerful.(See box 1) Through the in-depth
studies it became clear that a certain level of econom ic
homogeneity is important for the ROSCAs so that a
convenient and meaningful level of contribution can be
set for all members (see also box 2 and 3).

Chapter 4, box 1
MIWMW Muht&t Women's Club

Munno Mukabi Women's Club was started by
the present group chairperson, who realised
that women in her area depended too much
on their husband. She formed the group In
order to help women to become less depen-
dent.

The group started with 16 members, and till
today there are 16, as a 'burial society1,
whereby the members assist each other in
case of death or severe problems In their
families. They also grow Some crops together,
on land provided by the chairperson, and
have a rotational digging arrangement within
the group.furthermore, they make handi-
crafts within the group, which, however, does
not bring a lot of income, since the crafts are
very difficult to market.

The group has opened an account with
UWFCT and the members are now saving
weekly UshslQO<US$ 0.10) on that account,
in order to get a loan for a communal group
project

Most members of this group are poor women,
with an annual income of below Ushs 100,000
(US$ 1001 exceptforthe chairperson and the
treasurer, whs earn a few million Ushs per
year.

REGULAR MEETINGS AND PARTICIPATION OF MEMBERS IN

DECISIONS Other indicators for a strong group cohesion
appear to be regularity and attendance of meetings by
members, regularity of savings and knowledge and
involvement of individual members in decisions on
group activities.
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Many groups, especially the groups operating ROSCAs
meet very regularly, even daily orweekly. In bigger group
meetings can be irregular. Usually the executive com-
mittee meets more often than the whole group, indica-
ting less participation and involvement of the other
members in decision making.

Almost all the groups, apart from those with less than
five members, have established an executive commit-
tee consisting of a chairperson, a secretary and a trea-
surer. In the smaller groups, decisions are often taken
by the whole group during the general meetings, while
in the larger groups the executive committee is the
main decision-making body. Much depends on the
character of the committee members, whether they
allow for participation of members or not. Sometimes a
conflict of interests could emerge between the executi-
ve committee and the members, when the executive
committee was pursuing a 'group-owned enterprise'
which hardly brought any profits for the individual
members.

IMPORTANT SOCIAL FUNCTION Informal savings and Credit
groups were generally appreciated for the mutual sup-
port and encouragement members give to each other.
The groups provide a forum for discussion of daily pro-
blems for the members. Other social functions of the
groups were mutual support in emergency situations,
taking care of each others children, looking after each
others businesses and education of the group mem-
bers. Often, group members exchange business infor-
mation and marketing advice as well.

Many groups initiate communally-owned group pro-
j ects i n order to generate income for the group or for the
members. However, such projects appear to bring very

little income to the individual members, mostly becau-
se of marketing and management problems. These pro-
jects can still have an important social function and pro-
vide a learning experience to the members, since the
group jointly undertakes an activity which individual
members would not undertake. Some of the communal
projects, such as maize milling were appreciated for its
labour saving technology in the reproductive sphere.

Informal savings and credit groups often fulfill social
and labour saving functions thereby creating a strong
feeling of solidarity and mutual bound which is a useful
basis for communal action and further organisation of
women.

In conclusion it can be said that the group's history,
membership initiative and homogeneity are important
factors for creating strong cohesion. Groups should go
through some experiences together, settle their objec-
tives and possible conflicts in order to create mutual
solidarity. A solidarity which is also enforced by homo-
geneity in the group, a small group size and frequent
contacts. Small groups with a homogeneous member-
ship and a strong cohesion tend to be more democratic
than bigger groups. In bigger groups, members tend to
loose insight and grip on the group proceedings. This,
in turn, makes it necessary for the group's executive
committee or the group leaders to make more deci-
sions by themselves. This might, however, open the
door to the leaders' personal ambitions, and autocratic
tendencies may result. However, when leaders of bigger
groups are democratic, participatory decision-making
procedures can be employed. Further is was found that
smaller, homogenous groups were more likely to ope-
rate savings and credit arrangements than the bigger,
heterogeneous groups.

Brickmaking is one of the few profitable enterprises, but it is difficult to manage as a group
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Chapter 4, box2

tlhe Namutambo widows group is composed
mrf very poor women who have hardly any cash
at their disposal. Five members of the group
grow crops for subsistence only, the others
have no access to land. Mostly the women of
these group rely on activities such as making
handicrafts, brewing, trading in maize and
dairy labour for others, to earn some cash .L
moneylThe little money they earn is quickly
consumed by household necessities and the
school fees for the children.

The group started in 1989 and has ten
members. They want to remain ten, so only If
a member leaves or dies, another member
can join the group. Membership is open to
widows only. The group's objective Is to
increase the cash Income for its members.
Members pay a membership fee of Ushs
5000. No other contributions are made.

The group started making bricks, which was
later abandoned because of lack of funds.
Recently the group also started a tree-
planting project and they are looking for
funds to start trading in maize.

income from these projects has not yet been
realised, therefore, die members have not yet
obtain any economic benefits from the group.
However, members say they benefit from the
strong social bond in this group, discussing
and sharing their problems in the group.

Hie members are in desperate need for some
cash money. However, their business underta-
kings are so small that it will be difficult to
serve these women with financial services.
The group Is not operating a ROSCA, because
the members can not afford regular financial •
contributions.

Fkri&i/ity in services among the informal groups, according to

members' needs

The conditions and arrangements for financial services
vary among the groups, and are usually tailored to
members needs. The most common arrangements
found are:

THE ROTATING SAVINGS AND CREDIT ASSOCIATIONS (ROSCAs)

whereby the members bring a certain amount of money
to the group at regular intervals, after which the total
amount is given to one member in turn. The rounds can
be held at a daily, weekly, fortnightly or monthly basis
and the amounts can vary from Ushs 100-500 (US$ 0.10
to $0.50) daily to Ushs 2000-12,000 (US$2-$12)115 per

month, depending on the source and level of income of
the group members. The conditions for ROSCAs are set
according to members' capacity as box 3 shows.

Citapter4,box3
between some ROSCA'S

In the UWFCT research, the group contribu-
tions per round were compared with the in-
come levels of the individual members. This
was done to gain Insight into the relative im-
portance of the ROSCA round for the mem-
bers. Two of the five groups selected for the
in-depth study were composed of very poor
women such as subsistence farmers and
widows with a cash income of less than
50,000 Ushs {US $50) on average per year,
These groups were involved in rotational
digging or other activities but not in savings
and credit arrangement. There was simply
too little cash available for them for any
financial arrangement. Two other groups
were composed of semi-subsistence farmers
and women whoswere Involved in some small %
survival business such as handicraft making,
beer brewing and other survival businesses.
The members's average income varied
between Ushs 100,000 and 200,000. per year
<US$ 100-$200). The pool per round per two
weeks was Ushs 32,000 and 35,000 (US $32-
$35) respectively. This money was mainly
used for larger investments in the reproducti-
ve sphere aria agricultural production. The
last group comprised of market women who
had an annual Income of 1 million Ushs (US
$1000) and above. They pooled money on a
daily basts of9000 Ushs per day or 54,000
Ushs (US$54) per week, which helped them
to keep their businesses running. The last
group also charged interest on loans.

Financial contributions in ROSCAs are adapted to the
members' financial capabilities and needs, and func-
tion well within a relatively homogeneous group of
members. Women must have some access to cash in
order to be able to run a ROSCA. The groups should not
be too big, to allow for mutual understanding and trust.
Many members of ROSCAs express they are happy with
the financial assistance they got through the group. The
ROSCA was seen as a place where the women can reser-
ve savings for investment purposes, and keep their
money apart from household expenditures.

Although the ROSCAs composed of market women
were few in the UWFCT study, they generally seem to
have a much higher capital turnover than other ROS-
CAs. Also, they run highly profitable businesses.



THE ACCUMULATING SAVINGS AND CREDIT ASSOCIATIONS

(ACRAS) whereby the pooled money or the members'
savings are kept in joint funds and can be used for loans
to members. Loans to members of an ACRA are usually
given according to clear criteria, either verbally or in wri-
ting. Common criteria are active membership and par-
ticipation in the group, and payment of membership
and other fees. Loans are usually given up to a maxi-
mum of twice the amount saved by the member in
question.

Chapter 4, box 4 .. J|jf .;

Bagwele Road MarketWomen's Group
IBRMWG) is composed of typical business
women. This group Started in 1992 and has •
nine members now^ all market women who
operate their businesses from the Bugwele
Road in Mbale, near the industrial area. All of
them, except one, run their own market
restaurants. The business in the area is :

I blooming and the industrial workers come to
;*;' the restaurants every day for their lunch.

Income from the restaurants Vary from 3,000
Ushs to Ushs 15,000 per day, which amounts
to Ushs 1-4 million (US$1000 to $4000) per >
year. Five group members also run retail ;j
shops and one member is an employee of
Uganda Railway Corporation. •

Rotational Savings and Credit Is BRMWG's
I only group activity. Members make a daily
;J contribution of Ushs 1006 from their earnings

Oat day. Thus, at the end of the week the
accumulated Ushs 53,000 is given to one
member. After two weeks the receiving
member has to pay 2000 Ushs to the group
fund. This money can be used to give as loans
to other members who are In urgent need of
money, this money does not have to be
repaid. However, members Who fall to make

' their dally contributions to the ROSCA are
expelledfrom the group Immediately.

The members of this group see real benefits
from the ROSCA arrangement. The ROSCA
replaces the function of a bank, it enables

; emergencies. According to the members of
this group It is not practical to open up an
account with a commercial bank. The initial

•I deposit required is high and withdrawal
procedures are complicated in the bank.

Flexible arrangements are used to determine the loan
amount and conditions, whereby the use of the loan is
also taken into consideration.>16 A loan used for com-
mercial purposes or business investments is assessed

on its viability and high interests has to be paid (5%-
20% per month). Repayment is strictly enforced, usual-
ly in a short term. However, when the loan is used for
emergency purposes such as sickness in the family or
death, no interest is charged. Sometimes the money is
just donated to the member. Usually the request for a
loan is forwarded to the group, who jointly assessed
and decided on the application, the loan conditions
and the terms of repayment.

Combinations of ROSCA and ACRA systems and other
financial arrangements''7 are often found, especially in
the somewhat bigger groups like village banks or coope-
rative societies. They have a tendency to formalise
savings procedures and loan requests. In bigger
groups, mutual understanding and trust is bound to
reduce, so other mechanisms are put in place to control
and manage finances such as savings pass books, loan
application forms and loan agreements, also loan
supervisory committees are established.

Members of village banks often express that these ser-
vices are very convenient because the procedures for
savings and credit are not as rigid as with normal banks.
Whereas financial services in village banks are more
structured than in ROSCAs or ACRAs, they are much
less complicated and more accessible than with formal
banks. See example village bank box 5.

However, the most flexible arrangements are to be
found in the small and informal savings and credit
groups, where borrowers and lenders know each other
well. Reciprocity of services is expected in case of emer-
gencies. This creates strong bonds based on mutual
dependency and trust. It also creates a strong incentive
for repayment within these groups.

: Chapter 4, box 5
AWna Women's Village Bank

Aldlna Women's Association was started in
! Augusf 1992 as a voluntary organisation with

S a major aim of enhancing women's economic
status through operation of a savings and
credit scheme. The members pooled money i
through savingsand lend it out again to j •
membfrs at a modest rate of Interest. • :•
The Association started with 39 members who
agreed to pay 2,000/= Ushs as an entrance
fee and one share of Ushs30,000/=. Members
would be free to buy as many shares as
possible depending on their financial
abilities, on condition that they would
continue remitting their weekly savings.
The original capital In the form of shares was
Ushs 1,000,000/= million. An account was
Immediately opened with the Cooperative
Bank to safeguard members' funds.

:«• f
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Membership is comprised of women only.
These women operate survivalfarfnliigand
all sorts of other small business activities such
as retail shops, producing and selHajtfood-
staffs or tradtttgin such items as charcoal,
poultry, cooking oil orflour. After the rates
and regulatioiishad been laid down, an
executive committee comprising of a chair-
person, a vice-chairperson, a treasurer, a
secretary and three committee members was
elected. Two subcommittees were formed: a
credit subcommittee and a supervisory
committee in order to ensure efficient
operations.

The savings and credit scheme forms the
backbone of this group's activities and
existence. AH members are Involved in both
the savings and credit scheme. Members save
on a weekly basis. There Is no prescribed
maximum or minimum amount to besaved
weekly. There are two types of savings;
programmed and voluntary savings.

Pr^rammed savings. This is a fixed amount of
Ushs 10,000/ss per member. A member who
wants to obtain credit must have first paid
this amount, in this group all die members
had paid up the programmed savings.

V#iiutbtry savings can be fixed by the member
bnt is to be saved weekly. However, from
available savings records, it seems members
save at least 500^ weekly.

The credit scheme is rim in cycles. Every cycle
has a minimum and maximum loan. During
the first cycle, every member is entitled to a
loan of 50,000/= on condition that she has
fuSy paid the programmed savings. On the
group records 3 members missed getting
credit because they had not paid the pro-
grammed savings. A member can borrow
twice the amount she has saved voluntary.

The group keeps an extensive record system,.
including savings passbooks, ledger cards,
loan application forms and guarantor agree-
ments and the normal books of accounts.

Services Controlled and Managed by Members

Members of informal savings and credit groups set their
own conditions, in terms of contributions and number
of meetings and manage their finances themselves.
Transaction costs and other costs related to informal
savings and credit groups are adjusted to the capacity
of members. In the UWFCT study it became clear that
ROSCA's and ACRA's generally know how to manage
their savings and credit operations. Financial procedu-

res and management systems are adapted to the needs
and size of the groups.

In small groups financial management is often done by
the whole group during meetings, through verbal
agreements. In the some what bigger groups, financial
management is usually the executive committee's
responsibility. The administration is kept by the treas-
urer. The executive committee is normally not allowed
to use any funds without the consent or knowledge of all
group members. In some cases, when a treasurer or
chairperson has mismanaged group funds, this results
in a serious conflict and often a total halting of group
activities. The offenders are referred to a general mee-
ting or to the local authorities.

Methods of administration are often quite simple, kept
in an exercise book118. Treasurers for these groups
hardly get any training in book keeping. In bigger
groups, such as village banks and cooperatives, a varie-
ty of books for accounts could be kept. These book were
easy enough for members to understand. Overall,
mostly savings and credit procedures were controlled
by group members.

Strict Discipline and Rules and Enforced Repayment
A remarkable observation made in the research carried
out by UWFCT119 is that the smaller informal savings
and credit groups are very strict and disciplined in their
operations.

They have developed selection criteria for new mem-
bers such as being a female resident of the area or being
engaged in certain economic activities. An unwritten
requirement for a new member can also be that she
must know one or more members in the group who en-
sure her trustworthiness. The groups can put a limit to
the number of members and observe a strong social
control mechanism which helps to maintain the mutu-
al trust and understanding among the members.

The groups furthermore have rules which members
have to observe when they want to remain a member.
For example, members should attend all meetings, pay
their contributions to the savings and credit scheme in
time and should participate in group activities. If some-
body does not obey to the group rules, she will be expel-
led from the group or even sanctioned in other ways120.
ROSCAs and ACRAs are very strict with defaulters.
Repayment of loans is enforced by peer group pressure.
Furthermore, often members have to repay the full loan
before being able to get a new one. Groups can also ask
for security from their members, for example in the form
of bringing her best suiti'2' or some household utensils.
Other groups ask for guarantors either from within or
outside thegroup, who have to sign the loan agreement.
Groups can refer defaulters to the local leaders, in
Uganda mostly Resistance Councils. Usually groups
deal with defaulters internally, as one group was saying
When somebody runs of with our money, we know were
to find her.'
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All this implies that a high level of discipline is neces-
sary for these groups to run their financial operations
and maintain cohesion in the group. Rules and regula-
tions governing the group are hardly ever put on paper,
however, in the form of a constitution.

Also most groups are not officially registered122, which
makes it difficult to assist these groups with financial
services.

Conclusions on Informal Savings and Credit
Groups, and Their Potential for Linking

In this chapter the informal financial sector was analy-
sed, with special emphasis on the benefits of the infor-
mal sector for women. Elements such as personalised
relationships, flexibility in services, manageable sizes
and costs of services and the discipline observed in pro-
viding the service, can be found across almost all types of
informal finance and appear to appeal to poor women.

Especially informal savings and credit groups, which
are organised by many poor women in Uganda, have
adjusted the financial services and management of the
group according to members needs and capacities. The
are often controlled and managed by members them-
selves. They strongly rely on personal relationships,
which help to enforce discipline on financial transac-
tions within the group and they often fulfill social and
educational functions for their members as well.

Active participation of group members in decisions and
in the group's financial affairs was a major element
observed by the research in informal savings and credit
organisations, especially in the small, autonomous
and homogenous ROSCA's. Participation is ensured
through simple, clear and understandable procedures
for all members and through discipline, which forces all
members to fulfill their obligations.

Many of these groups also discuss the daily, often gen-
der-related, problems of the members and thus provide
a forum for solidarity, which forms another good basis
for gender sensitive approach. Furthermore, the groups
seem to strengthen women's' sense of her own capaci-
ty and increase her potential by informal business advi-
ce and marketing services.

All these factors make informal savings and credit
groups suitable for poor women. They can be used by a
formal financial service programme, which wants to
adapt a gender sensitive, participatory approach to
poor women, this participation in the groups can be a
starting point for a participatory approach in a financial
service programme.
A gender sensitive approach, for example, can relate
very well to the personalised, flexible structures and
procedures in the groups which are adjusted to
women's capacities and needs. From the bank's point of
view, through groups more clients can be reached at

lower costs, than in case of loans to individuals. Thus
channeling financial services through groups helps to
overcome the disadvantaged position of poor women
vis-a-vis the formal banking sector.

Further research on informal financial structures and
local grassroots organisations is urgently needed in
Uganda. Very little is currently known about the extent
to which informal financial organisations serve poor
women in Uganda. Such research will help to asses
whether financial and related nonfinancial services can
be linked to informal structures. Research on group
processes, decision making procedures, life cycles of
groups and relationships between groups is needed.
This could best be undertaken by organisations who
closely interact with such groups and have good rela-
tionships with the groups.

Personalised relationships across almost all types of informal

finance

In the next chapterthe modalities, advantages and dan-
gers of a linking programme and the issues which need
attention in the design of such a programme, will be
further worked out.



Linking Formal Services with
Informal Financial Groups:
A Possible Gender-Sensitive
Participatory Approach

Introduction

As was shown in the previous chapter, linking formal
financial services to informal savings and credit groups
of poor women can enhance the successful implemen-
tation of a gender-sensitive, participatory approach in a
financial service programme. The groups can be a use-
ful source of information for analyzing gender barriers
and of poor women's opportunities with regard to
finance. Furthermore, the groups have based their ope-
rations on member-felt needs and capacities which are
linked to their gender position in society.

Informal savings and credit groups, especially the
ROSCAs appear to be controlled and managed by the
members themselves. They, moreover, provide a focal

point for mutual assistance and discussion. These
characteristics make them suitable to fit a participato-
ry approach in a financial service programme. The pro-
gramme can gradually increase the group's potential to
control and manage resources.

Channeling financial services through groups has for
the financial institution the advantage of reducing the
costs of loan handling and administration while
responsibilities for supervision and repayment can be
handed over to the groups.

The success of such linking programmes123 will greatly
depend on the way the programmes are designed and
implemented. Linking formal financial services with
informal savings and credit groups bears many risks

Informal savings and credit groups of poor women area useful source of information



and needs to be done with great care to avoid that the
autonomy, flexibility and membership control over
operations are destroyed.

This chapter explores several points of attention and
possible methods to design and implement such pro-
grammes as well as the advantages of a linking pro-
gramme. In order to examine the environmental and
economic preconditions for a linking programme a
Ugandan example will be used. An overview of issues to
be considered when designing a group-based financial
service programme is given based on examples from
outside Uganda, such astheGrameen Bank from Bang-
ladesh, ACCION International from Latin America and
KREP from Kenya. It should be noted that the metho-
dology used in these organisations can not be trans-
planted in wholesale to the Ugandan situation. How-
ever, they provide a good framework which could be
adapted to the Ugandan context.

Linking to Combine Positive Elements of Informal
and Formal Finance

Informal saving and credit groups of the type found in
the UWFCT research, bear a great potential for linking
with a financial institution that would be interested in
establishing sustainable, gender sensitive financial
services for poor women, using a participatory ap-
proach. Linking informal with formal or semiformal
financial institutions can combine positive elements of
informal and formal finance. Some of the disadvanta-
ges of informal finance, such as limited capital, lack of
securities and high interest rates can be overcome by
linking with the formal sector.

A linking programme can bring financial services of for-
mal institutions within reach of the groups and their
members. It helps, for example, to increase the group
funds and therefore the group's financial ability to give
credit to its members. When the savings facilities of
financial institutionsbecomeaccessibleforthegroups,
they will be able to deposit their savings in a secure
place, while receiving interest for it. In case of credit
from the financial institution to groups, the collateral
problem of women can be overcome by group guaran-
tees and joint group liabilities for loans, which will be
accepted by the financial institution.
A linking programme can also provide the groups with
training in group and financial management and in
business management and with technical advice. This
will increase the groups management capacity and the
absorption capacity for finances within the groups.
When a linking programme increases financial respon-
sibilities and management capacity in a group through
a participatory approach, this might enhance members'
feeling of responsibility, accountability and perception
of self determination.

Furthermore, groups are likely to increase their con-
tacts with other organisations through a linking pro-
gramme. Contacts with one institution or NGO usually
triggers of contacts with other organisations, who can
offer services in marketing, such as the cooperatives,
legal education or other services useful for the women.
The potential for horizontal linking with similar local
grassroots organisations can also increase. For exam-
ple when groups meet during seminars, organised by
the programme. When this horizontal linking is backed
up by supportive national NGO's, it can form a basis for
the grassroots groups to exercise influences at a higher
political and economic level.

Seminars for women can combine theoretical & practical lessons
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Despite the many advantages groups can experience
from a linking programme with a formal financial insti-
tution, some groups might decide to withhold from par-
ticipation. Linking with formal financial institutions
forces the groups to come out in the open and therefor
can make them prone to political pressure of corrup-
tion. Husbands can suddenly try to exercise control,
when they see that their wife is in a group that has the
interest of a financial institution. This can destroy the
autonomy and self determination of a group. For some
groups this might be a reason to remain very informal.

When the programme is not well designed and huge
amounts of money are dumped too fast on the groups,
which they are unable to manage, this can have a nega-
tive effect on them as well. Furthermore, when the
terms are dictated by the financial institution without
true participation of the groups and their members, the
programme can do harm to the groups' autonomy,
especially when all kinds of legal and procedural obli-
gations must be met.

If the costs can be minimised and the benefits be maxi-
mised, however, the programmecan be very useful. Pro-
per research and selection of the groups, within their
environment will have to be undertaken before the pro-
gramme starts. Further area specific research will enfor-
ce understanding of the groups' function, objectives
and benefits for the members. This is necessary before
criteria for selection and linking up with any kind of
financial and nonfinancial support can be drawn in any
area. In the next chapter the modalities, advantages
and dangers of a linking programme and the issues for
attention will be discussed in more detail.

Preconditions for Linking with Grassroots Organi-
sations

A linking programme of any financial institution with
local grassroots organisations only has a chance to suc-
ceed, if some basic environmental and economic con-
ditions are met. These conditions can be summarised
under a conducive economic and political environment
and favourable external funders to support the pro-
gramme. In the following paragraphs these precondi-
tions will be further elaborated.

Conducive Political and Economic Environment

Any financial service programme for the poor can only
have some positive effect when the basic political and
economic conditions are met. The political situation of
an area should be relatively stable and infrastructure,
market outlets and communication channels should
have reached a required minimum before any micro-
entrepreneur can make profit or before a significant
number of beneficiaries can be reached.

Especially NGO's however, often try to operate credit
schemes or revolving funds under conditions which do
not meet these basic requirements124. According to

Abugre125 'An alleged distinguishing characteristic of
NGOs is that they choose to work under the most diffi-
cult circumstances, where because of the lack of capa-
city or otherwise, governments and institutional
donors do not easily reach... 'Transport and communi-
cation systems are usually difficult, physical infrastruc-
ture severely deteriorated, access roads linking villages
and markets are limited, non cash exchange transac-
tions may still be substantial and financial services may
largely provided by informal finance.'

Under such extreme remote conditions linking pro-
grammes for financial services will become difficult to
implement. The costs of running such a programme will
become so high that any change of financial sustaina-
bility in the future is ruled out. (See box 1).

Furthermore, the economic prospects and 'business
density' in an area should be high enough to allow for a
substantial number of clients, so that the programme
eventually can break even. High population and busi-
ness density helps to increase the potential number of
groups per square kilometer, which will assist to reduce
the operating costs per client. Programmes, such as
those of Grameen bank and ACCION International ope-
rate in highly densely populated and industrious
areas12*. The UWFCT research127 found the highest
density of groups which had a substantial capital turn-
over in and around the towns in East and Central Ugan-
da.

A stable political climate will also help to improve pro-
gramme performance. Political and other leaders can
easily try to influence the programme and use it for their
own benefits. In times of political change or elections,
the programme can be used by politicians in their cam-
paigns to win votes. Such an action can harm the pro-
gramme's image and have a negative effect on recovery.

When a financial service programme operates in an
environment with many other donor and relief organi-
sations, who target the same groups with grants, this
will also have an effect on the target group's attitude
towards the programme and their repayment beha-
viour. In Uganda there are many rural areas who have
become used to relief aid and handouts. People in
those areas find it difficult to understand the difference
between a grant and a loan, especially when the last one
is given by an international NGO (see again box I128'.

Any financial institution or NGO that wants to start a
group-based lending programme for the poor should
select its area of operation carefully and asses possible
influences of external factors. Political and economic
stability and business density should be among the cri-
teria for selection.

Favourable External Funders

A financial services programme for poor women that
wants to employ a participatory, gender-sensitive ap-
proach needs to have access to flexible funding, which
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Chapter 5, box 1
The ACORD Credit Programme

ACORD is an international NGO, which has been worklagin S^Bdalor moretharflO#ara. ltalipat

poor; |n Uganda, itopera^sin remote rural areas. It Is implementing financial service programmes,
based on existing informal groups in the districts Gulu, Nebbt and in Mbarara. ACORD usually works for
a long period of time In an area (> 10 years) and emphasises local institution-building. ACORD employs
an integrated approach towards development. In Uganda, it operates in remote rural areas.

The flnandalservice programme , i
nentsofan integrated rural development programme. People were encouraged by the rural develop-
ment workers of ACORD to form self-selected savings and credit groups of not more than 15-30 people.
The groups members pooled their savings from which they could give short-term loans. Rural develop-
ment workers helped the groups to record their financial transactions. In the first two years, savings
mobilisation was going well, and more than 200 groups were formed. The programme extended external
funds worth twice the amount of savings mobilised to top op the groups' funds. Target group participa-
tion was encouraged, for example, through formation of credit committees hi thegroups who would help
ACORD to define credit policy and to disburse and recover loans. •. f

Loans were given to groups, which could in turn lend on to their members. Each group member had to
sign the loan agreement, witnessed by the local authorities. The groups were held responsible for the
monitoring and supervision of loans and for repayment by their members. Participation of women to take
loans was actively encouraged through gender awareness campaigns. ;:- • 2"J :

The ACORD financial service programme in the three dlstrfclihas recordedsome achievements for
instance in the field of savings mobilisation, strengthening of local organisations and a gradual increase
of participation of women in the programme. Both men and women were sensitised on gender issues.
Women groups seem to repay better than man only or mixed groups.

The programme registered, however, serious problems with financial sustalnabiHty, partly because of
repayment problems and partly because of the high costs of operation. Low repayment was caused by
several factors, such as: v '{
1. Low business prospects, market outlets and Investment opportunities in all areas of operation.
2. Conflicts and bad leadership in the groups. It appeared that the group leaders were defaulting most.

They were unable to ask their fellow members to repay, so nobody enforced repayment any more. This
became a special problem In cases where the group leaders were also local leaders. :;

3. In some cases clients were aDowed to borrow big loans beyond their absorption capacity, partly
because funds for loans were plenty, thus the loan money was diverted from the original purposes. It
seemed that after the first two years, spending pressure for loans increased in the programmes, so
loans were given oat without a proper assessment of the group's capacity and internal structure?

4. In some areas, credit and grant schemes were addressing the same groups concurrently, (e.g. in
Packwach) and rumours went around that the money was not supposed to be paid back. The groups
were very strietwlth their own, internally pooled funds, but became then very lax with the external loan
funds. They sometimes kept the funds on separate accounts, and records of the ACORD loan were not
kept well, because the money was perceived to be a grant :•.•„ R "L;

*:5. The internal lack of control on finances has also contributed to low repayment. There was a general t

lack of monitoring and follow-up ofthe loans in the programme. ;.; Sf ife-ft

registration was covering the groitps, soft will be a big problem for the organisation to recover their
..money. '"' ' • ''^! ''*•'• ' -~,i ... ' '••$*' fe-i:

Also, the costs of the programmes were so high, that they could never be earned back by the income of
the programme. Sometimes, ihe total loan outstanding was lower than the costs of the programme, in
the remote rural areas, where ACORD is operating with alow adult population ind an average income of
around 100.000 Ushs, it will be difficult to run an financial service system cost effectively. Costs of
supervision and monitoring will be high in comparisonto the Income, even with a group based lending :$:
programme. : f . f . # . | | | '• $& '-" • ' ?• ' ,: f .§4
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allows for experimenting and building up capacity within
the groups and the programme. Funding should not be
tied to specific loans, nor should there be too much spen-
ding pressure to give out large amounts of loans.

Involving men might help to overcome prejudice, provided women

are also allowed to speak out

In Uganda, many donors currently appear to be interes-
ted in establishing a financial service programme for
the poor, with special emphasis on women. Many of
them are still exploring suitable ways of accessing
financial services to women. Suitable funding condi-
tions could further be explored.

Chapter 5. box 2
KREFs ParWpaUny Approach

through th* indigenous savings and credit
groups, the so-called 'Chikolas.' Chikolas isa
widely known local Kenyan name for ROSCAs.
Aleke Dondo writes about these groups: 'The
Chikolas provide credit to those who would
be ineligible to borrow from other sources.

function, and preside a form of insurance
(e.g. from the group's savings). The Chikolas
offer a number of advantages to members:
their operations are simple and easily under-
stood be even illiterate or semillterate people
who form the bulk of their membership.
Springing from local Initiatives, Chikolas

and embody truly participatory develop-
ment.' The KREP programme links with these
Chlkoia groups, who do most of the assess-
ment and administration of loans themselves.

Outline of a Group-Based Lending Programme

Asuccessful group-based financial service programme,
based on informal savings and credit groups must pro-
vide long term benefits for the group as well as for the
financial institution. This will require that the financial
institution adapts its procedures to the groups' needs
and capacities, and therefore employs a gender-sensi-
tive, participatory approach.
Institutions that provide financial services to the poor
successfully, have included target group participation
as a key element in their programmes129. Participation
is usually encouraged in loan decisions and design of
procedures at a local level. It can be ensured by setting
up local grassroots organisations or by linking with
informal financial organisations, already developed by
the poor themselves.
Group participation in the programme's design can
also help to ensure that the group maintains a high
level of autonomy and control over its operations, and
feel responsible for the repayment of loans. According
to Fong130, these groups should form the lowest level in
the organisational framework for credit delivery and
savings mobilisation in order to ensure their real invol-
vement. However, she also realises that 'formalising
existing arrangements within the groups must be done
with caution to safeguard mutual trust and the spirit of
self-help which constitute the most essential element
in the operation of many of the informal groupings.'
This will only be possible when a truly participatory
approach is adopted. Box 2 shows us such a participa-
tory approach from KREP13'.

A programme that links up local grassroots organisa-
tions with financial service institutions and that allows
for participation, can have big advantages for the finan-
cial organisations as well. Savings of poor women will
become accessible, if the groups are encouraged to save
their money with the financial institution. Furthermore,
administration of small loans through groups will be
less costly then when loans are given on an individual
basis. Through participation, the groups will assist in
loan assessment, monitoring and supervision of loans.

Training on loan management will become more cost
effective when it is given to a group. According to
Mirtha132 Technical assistance has a multiplying effect,
in which the stronger members of a group assist the
others out of solidarity and desire to improve not only
their own firms but those of their group members as
well. In this way training will have a bigger impact on all
the group members.'

Group-based financial service programme will become
problematic for the institutions if they are given to the
wrong groups or if they do not correspond with the
group's needs and capacities, and the groups take no
responsibility for repayment.

A group-based financial service programme therefore,
needs to be designed carefully. Itwill largely be compo-
sed of the same elements as any lending programme,
including selection of clients, preparation of clients
and loan applications, loan approval and disburse-
ment, monitoring, supervision and evaluation of the
loan programme. The outline and implementation of
these elements will, however, be different because of
the groups' active participation in the programme and
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Chapters, box 3
Selection and Assessment In Grameen Bank and KREP

Successful group-based financial service programmes have resolved the problem of selection In
different ways. Examples are:

1. The Grameen Bank is a rural bank in Bangladesh, which operates through a strict system whereby
five small scale entrepreneurs form a group. Membership in any group is strictly limited to people
who do not own more than half an acre of land, who are not members of the same household, face
similar economic conditions and, enjoy mutual trust and confidence, and belong to the same village.
Economic homogeneity among the member in the group lias proven to be important for equity in
decision making; and for equality in bargaining strength. Men and women are organised separately.
Six to eight groups of five form a centre, headed by a chief. The centre meets on a weekly basis and
several issues such as loan applications, disbursements and repayments are discussed.

2. KREP in Kenya has developed two different group-based lending systems. One is based on forming
new groups, in line with the Grameen Bank. This is called the Juhudl credit system. Another system is
based on working with already existing indigenous informal savings and credit groups. This is called
the Chikola system. According to Dondo, these groups usually have been in existence for a number of
years and therefore tend not to have the interpersonal conflicts typical of new groups. The KREP
Chikola system has chosen the following criteria for selection: the group should be made up of low-
income people without access to conventional services and credit, it should operate a revolving fund,
should be registered self help groups and have members who operate a small scale businesses.

Assessment of the group character, both for the Chikola and for the luhudl system, consists of determi-
ning the members' commitment, cohesion, and motivation and the group's leadership; the extent to
which Chikola members have mobilised savings and Its managerial capacity to handle funds. In the
Chikola credit system, first an assessment is made of the group, then of the individual members within a
group and then the viability of the businesses they run, and in this order of importance.

because parts of the responsibilities will be transferred
to the groups. In the following paragraphs the details of
group participation in certain elements of the loan pro-
cedures will be explained. A group-based lending sys-
tem in this context refers to a system whereby the loan is
given to a group, who then divides it to its members or,
alternatively, whereby the loan is given to the members
under group guarantees. Loans for communal group
projects are not considered to be group-based lending.

Eligibility and Selection of Groups

Eligibility criteria will have to establish who is the prime
target group of the programme. They relate to the insti-
tution's mission and the programme objectives. There-
fore, determination of the eligibility criteria is the insti-
tution's prime responsibility. They should relate to the
institution's perception of the target group, based on a
poverty and gender analysis. Once the prime target
group has been agreed upon, an investigation should
be made about the type of informal financial structures
they use and the importance of these structures for the
target group. An investigation of locally existing orga-
nisations can best be undertaken using participatory
research methods, so that the significance of these
organisations for the target groups becomes clear.

A decision will have to be made whether to link with
existing structures or to form new, more appropriate
structures133.

Already existing organisations have proven to stand
the test of time and have solved certain conflicts to-
gether134. Therefore, they should get a preferential tre-
atment when a linking programme is set up, especially
when they have the people's confidence and appear to
suit their members needs. Only if there are no suitable
existing organisations, the institution should consider
to stimulate formulation of new local groups135.
Informal savings and credit organisations will emerge,
grow or change and sometimes disappear over time.
Thus, periodical evaluation of the eligibility criteria of
groups and their relevancy to their members is very
important.

A detailed assessment of each group is still indispen-
sable, and has to be done in a selection process by the
field staff who is in close interaction with the group.

Selection of groups can only be done after clear eligibility
criteria have been set and after locally existing informal
structures are properly understood. According to
Fong136, 'the financing institution needs to carefully
consider the type of group with which it is interested in
establishing a link and extending lines of credit inclu-
ding how the group has come into existence, its history
and objectives, its membership, its cohesiveness, poli-
tical associations, and the success it has achieved in
mobilising the women's own savings. The gradual
build up of self-reliance among the members obvious-
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ly plays a crucial role in ensuring sustainability and
effective utilisation of the credit provided.'

From the observations made in chapter 4, it can be con-
cluded that the following elements contribute to a
strong group cohesion, necessary to smoothen finan-

Selection «f Gnuptin UWFCT

Based on the research findings and on
experiences of especially KREP in Kenya,
UWFCT decided to start its group-based
lending system with existing indigenous
savings and credit organisations among
women in Uganda.

Important selection criteria for successful
informal savings and credit organisations are
that they function autonomously and in a
participatory way. Also, thegroupshould be•
smalt preferably not exceeding 15 members,
who should have contributed financially to
the group, furthermore, groups should show
some level of social and economic homoge-
neity and not solely consiist of family mem-
bers. Preferably singlesex groups should be
considered, to ensure equal bargaining
strength among the members of a group.
FtaaDy, the groups should have some form of ;
registration before entering into a credit :
contract with any institution. Because of the
generally low profitability of group-based '
projects, such protects will not be financed
with loans.

The group's character is assessed in depth,
especially in terms of cohesion, democracy,
permanency, honesty and participation. A
higher level of democracy and participation
appears to increase coheslveness and ••':• j
motivation among members, factors which *•
are hugely determining the success of a
group. The character of a group should be
assessed by the credit officers In the field in
dose interaction with the group. This ImpUes
that the credit officers must have the skills to
examine the groups in terms of democracy,
participation, group coheslveness and
motivation of members. :: j; ;

In order to keep first loans to a manageable
level for the groups, UWFCT has set the
criteria thattheflrst loan should not exceed
50%-?0^#f the groups internal savings. After
this, the group can Indicate the loan level it
can manage. UWFCT also decided to train the
groups In order to increase their manage-
ment capacity.

cial affairs within the group: a reasonable period of exis-
tence137 and experiences together, overall member ini-
tiative, common objectives, socioeconomic homo-
geneity among members and democratic, participatory
procedures in the group. These factors can therefore be
considered in the groups' selection process.
Bigger, often externally stimulated groups seem to have
less of these elements than the smaller ROSCAs.
Successful financial service programmes can have dif-
ferent ways of selecting groups, as becomes clear in box
3'3S and 4139. Each institution has to develop selection
criteria and a selection process.

Making financial services accesable to women is a major objective

of UWFCT

Preparation and Appraisal

Preparation and appraisal in most group-based len-
ding programmes will be a joint effort of the institution
staff and the group members, once the groups have
been selected. A crucial question for the institution will
be the level of involvement of the groups in the apprai-
sal process, which, in turn will determine the level of
preparation needed by the group. The group's involve-
ment in the appraisal process will therefore be discus-
sed before any suggestions for group preparation are
given.

The groups involvement in appraisal can be very useful be-

cause an informal savings and credit group usually has
a lot of information about its members. This infor-
mation will assists the financial institution in assessing
loans and thus helps to reduce the credit risk.

In case a financial institution gives credit, it will always
first estimate the risk of losing the money. The two most
important factors determining repayment of a client,
appear to be the character of the person who gets the
loan and the business's economic viability140.

In Africa the first factor looks to be even more determi-
ning for repayment than the second. The examples of
poor women getting a loan but failing to increase their
income are many. Yet many of these women will strug-
gle and fight to pay back the loan. There are also many
stories of business men (and women) who have good
returns on their capital investments, but simple refuse
to pay back the loan.

Especially for this character assessment, an informal
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savings and credit group can greatly assist the financial
institution. The group members know a lot about their
fellow members. They usually have been with her for
sometime, knowherfamily, herhusband, her businesses
and so on. They also know whether she has a good char-
acter or whether she is a cheat. Furthermore, the group
members are often able to j udge whether the business of
one of their members has some potential for earning a
profit. In short, group members know much more about
their fellow members than a credit officer will ever know.
It is now up to the financial institution to make sure it can
extract this valuable information from the group. The
group should be willingto disclose information. The best
way to reach this is by involving the group members
directly in the assessment and approval of the loan so
that they feel responsible for the repayment of their
members. The group members can also be asked to
stand as a guarantor for each other or to pledge their
savings as security for each member's loan. Alternative-
ly, refusing any new loans to the group until the old ones
are repaid, will pressurise the group to assess any loan
application of their members thoroughly.

Most informal savings and credit groups observe a high
level of mutual accountability and discipline over their
internal funds. If a linking programme encourages the
groups to extend this kind of control over external funds
it will have succeeded in setting up an effective group-
based lending system. The group should then be left
with some flexibility to decide over the loan amounts,
purpose of the loan141 and the pace at which loans
should be extended.

Experience has shown that groups which have already
developed clear rules and regulations for their savings
and credit procedures, and which have operated succes-
sfully for some time, can be given the prime responsibili-
ty of appraising member's businesses and characters.

Chapter 5/box 5 |

each other's loans. They are responsible for
; the members' social and financial discipline.

KREPhas experiwcedtiiaibvirt
Chi kola groups tike over more and more re-

and recovering the loans. The administrative
costs of the programme are reduced, while
the target group increases its capacity to
handle money. Atfifce Dondo: 'Thisarrange-
ment has proven to be a cost-efiective m eth-
od of extending credit in that much of the
administrative work, previously done by the
loan officer, is now done by the group mem-
bers.

In Grameen Bank the groups are ultimately
responsible for repayment of « loan from an

i cenlre group, cbn-

, the loan proposals of Individual

I

all meetings. Loan approvals and disbarse-
ments are done openly. Thus the borrower Is
iUrectaiKi actively involved in the lending
process. " ":; •'••'••'?•''

Examples such as in box 5'42 show that when groups are
involved in appraisal of loans, they will also take up
responsibility for monitoring and supervision of loans.
If a financial institution succeeds in handing over
responsibility for assessment and repayment of loans
to the group, it has transferred some of the credit riskto
the group.

The preparation ofthegroups fora group-based lendingpro-
gramme will depend on the groups' responsibilities
with regard to the credit delivery, as well as the level of
development of the groups themselves.

If groups arehighly cohesive, democraticand participa-
tory in their management style, if they have organised
their financial transactions in a transparent manner,
and if group members have profitable businesses, they
can be eligible for loans after minimal preparation143.

There are many groups, however, which either lack a pro-
per leadership, or use financial and administrative pro-
cedures wh ich are only clear to a few or none of the group
members. These types of groups clearly need further pre-
paration when they get involved with an external organi-
sation providing financial services. Examples of different
training programmes can be found in box 6144.

In most successful group-based lending programmes
some kind of training is undertaken. Mostly, the trai-
ning is done informally, during meetings by the field
staff with the groups. Training and guidance of the
groups is seen as a way to increase the group members'
capacity to handle money and control resources. Even
the gradual increase of the loan amounts itself is often
seen as a capacity-building process. The first loans tend
to be small, especially for women, but the amount
increase with each consecutive loan. In this way the
capacity to handle money among the group members is
enhanced step-by-step.

An effective linking programme will take the group's
own capacities and strengths as a starting point for furt-
her training and will try to increase the capacity gradu-
ally, so that the group remains in control. Areas for
attention when training groups appear to be145 group
leadership and democratic management, financial
management and business planning, and legal aware-
ness raising. Furthermore, although small ROSCAs do
not need a detailed financial administration, it would
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be an advantage if the groups would be trainable in
simple bookkeeping and administration in order to
accommodate the more complex management that
goes along with the loan. Financial institutions could
use systems developed by the advanced groups146 as a
model in the training of other groups.

REGISTRATION If groups want to participate in a financial
service programme they should be encouraged to regis-
ter themselves legally. This protects the groups and the
financial institution in case of problems. However, sui-
table legal registration opportunities for the kind of
groups found in the UWFCT research seem to be limited
in Uganda, loint efforts of financial institutions and
other organisations who work with these groups will be
necessary to lobby for suitable forms of registration147.

The participation of group members in the appraisal
procedures for loans and the preparation of groups
through learning by doing all are indicative for the lear-
ning process the groups go through, guided by the cre-
dit staff. This capacity-building process should conti-
nue during the following stages of the loan procedures.

Chapters, box 6
Examples vf Training bi Cnup-

Through experience UWFCT has learned that
uniform training such as extensive book

or groups. UWFCT is now aiming at more
tailor-made training both for Individuals and
for groups and has a specialised training
departmentfor design of materialsfortatlor-
made courses. UWFCT has come up with a
training manual which addresses Issues such
as group management, democratic meetings,

. financial management and business analysis
and also some legal Issues. The modules In

; the manual can be adjusted to the group
: needs, and methodologies are used which

stimulate active participation of aU members
isagroup. ';.'T '•'

In the Grameea Bank, a large part of the
tralningisdonelnformallydHringtheweekly

which are attended by the credit officer.
Training and guidance is seen as a continuous
process even after the loans are disbursed.

gramme, which tatr<
procednresandexp

daces them to the bank
is Its rules and

ACC1ONI

from an approach that emphasised training
.; more than credit to an approach that empha-
sises credl|pore than training, though the ill
ofganlsatlonMisserts that both services are
essentialand taatasultable mixture must be
found for each programme. From experience
ACaON International has teamed that a
micro-entrepreneur manages efficiently the
sums of money that he or she is used to
handle, and that diversion of the loan to other
purposes occurs mostly when the borrower
has excessive cash at his or her disposal. Hie
capacity to handle big sums of money has to
be build slowly, so the gradual increase of the
loan sum becomes a training element.

KREP has chosen to concentrate on credit
delivery in its group based tending program-
mes rather than on training. Some informal
education about the KREP lending procedu-
res is obviously necessary and that is provi-
ded by the credit officer. Frequent requests
for training from clients urged KREP, how-
ever, to consider the design of training ;
programmes whereby the clients themselves
will be the first resource persons, and groups
will belnked horizontally. Thb Is inline with
KRETs philosophy that the micro entrepre-
neurs know their own problems and poten-
tials best and that they can best be each
other's teachers.

Loan Disbursement, Monitoring and Supervision of Repayment
According to the experiences of most successful group-
based financial programmes, once the groups are fully
involved in the appraisal and assessment of loans, they
are also ready to take the prime responsibility of dis-
bursing and monitoring the loans, and in this way en-
sure timely repayments. Thus, disbursement, monito-
ring and supervision of repayment will be done in close
cooperation with the groups.

transactions with the Bank Treasurers of women groups are learning some basic bookkeeping
so that they can manage bigger amounts of money



Responsibilities for monitoring and follow up on repay-
ment can gradually be handed over to the group, under
the institution's guidance, thus reducingthese cost ele-
ments for the institution in the long run. Grameen bank,
ACCION International and KREP have succeeded in
gradually handing over such responsibilities to groups,
as becomes clear in box 7.

Most successful group-based financial service pro-
grammes make the financial programme's sustainabili-
ty a high priority by charging commercial interest rates,
reduce credit risks through group responsibility and
through peer pressure. Costs are reduced by gradually
handing over loan administration and supervision to
the groups. Institutional staff hardly gets involved in
disciplinary actions against defaulters, because the
groups deal with them internally148. Only when a whole
group defaults, the staff takes the necessary actions.
The financing institution should be very strict with de-
faulting groups so that the general repayment moral
within the programme is not destroyed.
Successful linking programmes will still have to ensure
that their services are accessible to women through
simple and quick loan procedures, small short term
loans and flexible repayment procedures.

Chapter 5, box 7
Supervision of Repayment by Croups

vision of the loans is dose by the group.
Mutual accountability and discipline Is there-
by closely observed. First loans are given to

ment duties before two other members can :
.get^loan. Weekly meetings are held at the
centre and this is the place were repayments
are made and defaulters are discussed.

like with the Grameen Bank. KREP's Chlkola
groups take over large parts of the monitoring

v and supervision. The disbursements are done
by the group, who ensure that the member Is
using theloan for the right purposes.

Both Grameen and KREP strongly rely on
peer group pressure for repayment. They
Ittriilshthe group with some internal stakes in
repayment by its members such as:
1. Using all centre or group members savings

as guarantee to the loan.
2. Denying credit to all group members when

one member defaults.

When a client has fepaid th* first loan well,
she gets a repayment certificate from the
Grameen Bank, which will help her to get a
new loan. This Is also a strong Incentive for
her to repay.

Programme Evaluation

Periodic evaluation of the programme is very important
to ensure that it achieves its targets and reaches the tar-
get group effectively. Group participation in this evalu-
ation process will be very useful. The prime responsibi-
lity to initiate periodic evaluation will be with the
financial institution. The evaluation criteria derive from
the programme's original plans and objectives and
from target group's views and perceptions. Although
the importance of impact evaluation has generally
been recognised few organisations undertake such a
time-consuming exercise. Therefore, there is little
information availableon evaluation of financial service
programmes, especially with regards to the target of
empowering women.

Crucial Role of the Field Staff

For a successful implementation of a group-based
financial service programme, the field coordinator's
role is crucial. She or he is the first person to deal with
these groups and is in close contact with them,

First of all, the field staff will be usually responsible for
carrying out baseline surveys on economic and other
conditions in the areas. He or she will undertake detail-
ed research on informal savings and credit groups befo-
re a linking programme can be implemented.
Furthermore, field staff is responsible for sensitising
local authorities, the general public and other organi-
sations about the programme aims. Furthermore, it is
they who mostly determine the image that their organi-
sation will have in the targeted area. The way field offi-
cers present themselves, treat their clients, compose
the office outlay, and conduct their social contacts in
the area all contribute to the image of their organisa-
tion. Field staff usually works so close with a communi-
ty that they are subject to continuous observations by
the community and the groups.

The field staff will select, assess and guide the groups in
the group-based financial service programme. Selec-
tion and assessment of groups will include assessing
the character of the groups, the business viability of the
microenterprises their members pursue as well as
assessing the training needs and financial capacity of
each group, which will be thestartingpoint for any finan-
cial injection in the group. In the process of guidance to
the group, the field officer has to ensure that the respon-
sibilities discussed above are gradually and effectively
handed over to the group. This will require sensitivity on
the part of the staff since the groups, for example in rural
Uganda, are used to field officers who 'tell them what to
do' and do not leave responsibility with the groups.

Furthermore, if the staff officer creates the impression
that the institution has a charity motive or has a lot of
donor funds, the groups might decide to be relaxed
about repaying the loans: see box 8.
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UWFCT to careful not to create a charity
: Image in an area. It wants to be seen as a
'«professional, dienlr-feiendfy, sender-sensitive

financial organisation. To create such an
Image in the Ugandan context, however, is not
easy, especially for organisations addressing
poor women, since many NGOs for women
stem from charity motives. Field staff of
UWFCT is made aware that the way they
present themselves will have an effect on the
image of the organisation in the area. Staff
should, lor example, be dressed decent and
not use the office as a place to campaign for
their own religion or political preferences.
Furthermore, in order to emphasise a gender
approach, gender sensitivity will also be
required to some extent in the personal lives
of field officers. A field staff, for example,
who is Infamous for beating up his wife will
not be able to stimulate an open discussion
on women's Issues amongst the women's
groups, and Is thus not suitable to work for
UWFCT.

Grameen also works consciously on die Image
of the organisation in the field. It has, for
example, installed a very strict rule among
staff that they should not allow any gifts from
clients, much as some clients want to express
their gratitude with a gift. According to the
Grameen Bank, accepting such gifts bears a
risk of slow corruption of a credit officer,
which can easily damage the Image of the

The field staff is also the institution's first source of
information about the groups. The officers should give
relevant information about the groups to higher levels
in the institution, through a monthly reporting system
so that the institution keeps track of its operations. Any
problems or irregularities with groups should be repor-
ted by the field staff.
Field staff should observe that the institution's loan
procedures are implemented effectively and constant-
ly monitor whether they still serve the clients' needs.
Loans should be essentially demand-driven and not
supply-driven, and this can be monitored best by the
field staff. If any spending pressure surfaces, the field
officer should alarm the institution seriously.

From the above it becomes clear that the credit staff at
field level has a crucial role to play. Field staff should
have good human skills such as facilitating and liste-
ning skil Is, and be able to guide the group through a par-
ticipatory process. He or she also has to have social
intelligence, which includes the ability to perceive and

interpret social situations, and understand genders
issues. Furthermore, heorsheshouldunderstandbasic
business analysis and have administrative skills, strict
discipline and accountability.

Such a mixture of qualities in field staff will be difficult
to find. Field staff will need to be carefully selected and
properly trained and prepared for the job. Many organi-
sations train their staff internally in order to prepare
them for the complicated job149. Field staff will need
continued guidance and stimulation from the organi-
sation in order to keep up their motivation for the job.
They should be left with some decision-making powers
in order to remain responsive and flexible towards the
group. Well-functioning field staff are crucial to the
implementation of group-based financial service pro-
grammes.

Summary and Conclusions

This chapter aimed at giving some insights in the com-
plications involved in starting up a group-based finan-
cial service programme, based on a gender-sensitive,
participatory approach. Informal savings and credit
organisations of poor women can be a useful conduit
for sustainable financial service programmes aiming to
empower poor women.
The success of a linking programme depends to a large
extent on a conducive political and economic environ-
ment and on the availability of flexible funding. AUgan-
dan example made clear that if these preconditions are
not met, the programme is likely to fail.

'Women also learn technical jobs
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Secondly, it was emphasised that the programme
should aim at group participation in the programme's
design and implementation, but should thereby main-
tain an eye on the sustainability of the programme.

After this, it was explained how the credit delivery in
such a programme could be shaped, following the nor-
mal steps in a lending process such as eligibility and
selection, assessment and preparation, disbursement,
monitoring and supervision of repayment and program-
meevaluation. The right level of group participation was
ensured for each step in the credit delivery process.

Finally, the crucial role of the field staff in a participato-
ry lending process with groups was stressed.

It would be useful if financial institutions and NGOs
start to test possibilities of linking with informal
savings and credit organisations. The experiences with
these groups should be monitored and evaluated regu-
larly, according to collectively set criteria. Exchange of
experience between the different organisations should
be stimulated.

In the next chapter, the challenges of a lending pro-
gramme that is group-based, participatory and gender-
sensitive will be analysed on an institutional level. It
will become clear that the management of such pro-
grammes is complex and demanding.

Solving a technical problem
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Sustainability and Participation,
an Institutional Dilemma;
What Does a Gender-Sensitive
Participatory Approach Mean for
the Institution?

Introduction

In the course of this report it has become clear that a
group-based lending system can be a cost-effective way
of addressing financial services to poor women. The
groups can constitute a conduit to credit delivery sys-
tems for poor women, while, at the same time, they are
a way of addressing aspects of gender imbalances in
society. Thus, linking formal financial services with
informal savings and credit groups of poor women is a
good option to ensure a gender-sensitive, participatory
approach within a financial service delivery program-
me.

Such a participatory, gender-sensitive approach does
not imply, however, that concessions should be made
towards the financial sustainability of a programme.
Financial sustainability is necessary to ensure continu-
ed financial services.

These two objectives, which both guide financial servi-
ce programmes for poor women, sometimes appear to
be contradicting: a participatory, gender-sensitive
approach calls for flexibility and adjustment of the
speed of the process to the target group's capacity,
while financial sustainability, as we will see in this chap-
ter, calls for fast rotating, big numbers of loans when the
loan sizes are small.

If a participatory approach is employed in such a man-
ner that the group gradually takes over parts of the len-
ding procedures at a local level, the system can actual-
ly reduce the cost of lending to this target group. Such a
programme, if it is implemented well, could solve the
dilemma of financial sustainability and participation.

As the precious chapter showed, such a programme
puts significant demands on the groups involved. But it
will also provide major challenges for the financial
institution; challenges which are related to the institu-
tion's views and objectives, the institution's structure

and methodology, its financial management system
and, last but not least, its views on planning its own
institutional development.

In this chapter an attempt will be made to analyze these
institutional challenges based on examples from suc-
cessful group-based financial service programmes
mentioned in the previous chapter, Grameen, ACCION
International and KREP. It will become clear that the
relatively young financial institutions and NGOs who
address poor women in Uganda need to undertake a lot
of institution and capacity building in order to establish
such a programme.

Institutional Vision and Objectives

An institution's vision is expressed in a set of basic prin-
ciples that guides its work. It is a very important driving
force for all institutional plans, activities and develop-
ments. The institution's vision will become clear
through its objectives, but also through its activities
and entire programme setup.

Any financial institution needs a clear vision to guide its
selection of the target group and methods of operation.
Clarity of vision is a necessary first step towards long-
term sustainability of an institution. It provides the
institution with its reason for existence and is a meas-
urement for all its activities.

The necessity for an institution to maintain clearly defi-
ned views becomes even greater as the institution
grows and gets more branches, since uniformity of
vision has to be maintained throughout all the layers
and areas of the organisation. As its leadership changes
and as the environment that influences the organisa-
tion's decisions changes and expands, maintaining a
clear vision will provide an even greater challenge to the
institution150, (Seebox I.)



Loss of clarity in vision will make the institution lose its
credibility in the eyes of the government and other
institutions, external founders, and above all, for its tar-
get group. Clarity of vision must therefore be carefully
protected by the board and senior management of any
expanding financial service organisation. Theorganisa-
tion's legal status and the core activities as well as the
organisational structure will have to correspond with
the organisation's vision.

Chapter 6, box I
Donor Funding and Clarity of Vision

In Uganda, there has been a major change in
the political and economic fields moving
towards more stability in both areas^ This .
positive development has resulted In a shift of
donor attention from relief aid towards
structural development programmes, ->:••:
including financial service programmes. ^

The overall economic environment in Uganda
is now conducive to enterprise development,
however, It appears that structural adjust-
ment programmes so far have notbenefltted
the poor. Therefore, several donor organisa-
tions aim at the poorer sections of the popu-
latioR to improve their position, and try to
achieve this with financial services. Financial
service programmes are started with a variety
of intentions, snch as poverty alleviation,

development, but also creating political
goodwill or following the current fashion of
providing financial services to the developing
world.

NGO'sand other financial organisations are :*
often approached by government and donors

: to Implement these programmes. The NGO of
financial Institution then requires a high level
of organisational strength and autonomy to
maintain clarity of vision within the organisa-
tion, especially when the organisation is
partly depending on foreign funding for the
implementation of its programmes, j . j | ;

According to OteroI51, in the case of institutions whose
programmes assist microenterprises, the institutional
vision must reflect a balanced relationship between the
organisations' social and financial concerns and provi-
de guidance to staff in order to maintain clarity in its
work.

She also argues that the institution's vision will remain
isolated from its work unless it is transferred to senior
and mid-level management, to its field workers and
through its staff to the programme's beneficiaries. This
can be achieved by involving staff in defining its institu-

tional vision, and reach consensus among its staff
members regarding its vision. Staff will be more likely to
uphold a vision which they have helped to develop. This
is of special importance in the case of field staff who
have a public relations function within their area of ope-
rations.

Furthermore, the institution can maintain clarity of
vision by152 making the institution accountable to its
vision, which will imply that the institution's vision will
become the yardstick for monitoring and evaluating its
programmes.

In case of a financial service programme for poor
women based on a gender-sensitive, participatory
approach, the programme will be guided by the vision
that the limited access to financial resources are a
major constraint to development for poor women, but
can only be effectively provided if other aspects of gen-
der imbalances are addressed and if women are active-
ly involved in the programme design, in the next para-
graphs, the effects of such a vision on the programme
design and internal organisation will be analysed.

Integrating a Gender Approach to the Programme

Programmes that make financial services available to
women with the aim of empowering women should be
aware of the gender roles within a certain society and on
the effects of their financial services on these gender
roles. Financial services to women might not have the
desired effect if other issues affecting the position of
women, such legal issues, women's limited access to
resources, time and information as well as her control
on the household budget and her reproductive roles are
not considered.

Financial service programmes should take these gen-
der aspects into consideration when intervention tech-
niques are designed. For example, business sectors
should be selected where women play a significant role,
and accessible services should be created, taking into
consideration the women's other duties. In order to
increase the access to financial services for women, the
programme could include other services such as legal
awareness raising, technical and business training and
management advice or cooperate with other organisa-
tions that offer such services.

The programme's impact on women should be monito-
red and evaluated regularly in order to ensure the pro-
gramme does not divert from the original objective153.
The continuous monitoring and evaluation of the pro-
gramme's effects will be a time-consuming and expen-
sive exercise. Management must be willing to avail
resources for such exercises, and train staff sufficiently
to carry out gender analyses and gender impact studies
in their respective areas of operation.

An effective gender approach within financial service
programmes will only occur, when gender sensitivity is
a guiding principle within the whole organisation and
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staff is selected and tra i ned effectively to be gender sen-
sitive. Field staff should have enough clarity about the
institutions vision to carry out the work. Especially with
regards to gender, there are several approaches154,
applied by a variety of organisations operating at field
level, and field staff can easily get confused. In box 2 an
example is given of how UWFCT has dealt with this
issue.

Chapter6,box2 \ ;,i£
V/emen as Serious Business Partners -••••. H .

UWFCT has made a serious attempt to incor-
porate a gender approach both towards the
target group and Its internal operations.
UWFCT wants to address women as serious,
capable business partners, and at the same
time meet the gender-specific needs of these
women by using simple client-friendly pro-
cedures, flexible opening hours which can be
combined with other duties, group-based
lending systems and offering nonflnancial
services and general awareness raising on
gender.

In its attempts to treat women as serious
business partners, it often comes across the
problem that organisations working with
women prefect a charity image to the target
group. According to UWFCT, it is necessary to
overcome this prejudice, because it can
result in bad repayment, which can call for
the impression that women are not credit-
worthy. Only an active promotion of a counte-
ritnage, that of a serious businesslike and
financially viable organisation for women
could overcome such a preconception. The
field staff was made aware of this strategy.

internally, UWFCT has actively promoted
gender sensitivity within its staff through
workshops, discussions and seminars, as wet
as by promoting employment of female
managers in leading positions.

To implement a gender approach within an institution
does not simply mean appointing a gender officer155, or
appointing more women into the organisation. The
organisation should first and foremost develop a clear
vision with regards to gender issues and install this
firmly in its staff, also among female staff. Furthermore,
the organisation should employ a gender-sensitive
approach towards its own staff. Even with the success-
ful financial service programmes, such as Grameen,
gender imbalances within the institution can not easily
be overcome, as the example in box 3 shows156.

According to Weideman157, the advantage of working
with female staff in a credit programme is that they pro-

vide a role model, 'Although men can work effectively
with women, it is desirable for women entrepreneurs to
have female role models. Observing women as loan
officers can motivate and inspire female entrepre-
neurs.'

Unequal payment structure and promotion changes
and a negative attitude towards women working in the
organisation, especially towards female managers are
among the factors that can demotivate female employ-
ees in financial institutions and cause them to leave the
organisation. Another factor could be the reproductive
duties of female employees, which is difficult to combi-
ne with the usually very demanding jobs in financial
institutions.

Gender imbalances in staff composition of financial
institutions and financial service programmes have not
been studied and understood to their full extent. The
financial sector is one of the most difficult sectors for
female employees to enter, especially in the higher
levels of organisation. Thorough understanding of hid-
den prejudices against women prevailing in this sector
could help to pave the way for enhanced participation
of women both at grassroots and higher levels. It will
require serious commitment of higher-level manage-
ment, however, to really integrate women in this sector.
Women's World Banking and its affiliates is one of the
few organisations who addresses genders imbalances
within the staff of financial institutions.

Chapter6,box3
Female Staff in Grameen :,:% ,4::§,

The Grameen Bank experience suggests that
it is not necessary to have female Bank ::o :
workers to reach women, because less than
one-third of the bank workers are women
whereas 87 percent of the borrowers are
female. The key Is In the staff s attitude and
training. The staff is trained to understand
the special dynamics and constraints of
women's businesses and to develop qualities
that inspire trust and confidence among rural
women. ' :' : ^ .̂ V • :g; .h

Among the staff at the Grameen Bank,
however, it appears that the dropout rate of
female staff is much higher than men and that
only two percent of the branch managers are '•'•
women. Female managers are also paid less
than men. According to Khandker c.s., 'On
average, even after controlling for age,
edu<atioBan|expf ience, women managers
receive1*^ piicent less salary than the wage
of their male counterparts.' The authors
suggestto Improve theworkiRgconditions for
female staff, as well as their payment, so that
the high female dropout rate Is reduced.



A Participatory Approach, within the Institution

A participatory approach as a principle guiding an orga-
nisation is essentially an expression of the institution's
philosophy about people and about development. The-
refore, it is related to the institution's vision as well as
its methodology. A participatory approach to develop-
ment derives from the conviction that poor people are
capable and adult, responsible people who know their
own environment well and will select the most suitable
strategies for survival and development, given the
resources and information available to them. They are
active partners in development and their contribution
is vital for the success of any development programme
which addresses the improvement of the poor's posi-
tion. An institution can assist poor people's resource
base and their access to information, and by doing so,
increase the target group's scope for development, only
through full involvement of people in the programme.

If an organisation wants to effectively implement a par-
ticipatory approach towards its target group, it has to
adopt the same philosophy regarding its own staff. This
implies that staff should be encouraged to plan, imple-
ment, monitor and evaluate their own work in a creative
and open manner and should be gradually given greater
responsibilities towards their work. A participatory
approach will have major implications for the whole
institutional setup, the management style and the dele-
gation of authority. The institutional setup should be
open and flexible, the management style non-directive
and consensus-oriented, and authority should be dele-
gated as much as possible to lower levels158. In this way
a system of feedback is created from within the organi-
sation. Grameen Bank and KREP give good examples of
participatory approaches in the institution (box 4);
UWFCT is also making an effort as is shown in box 5>59.

Participation and Decentralisation

Decentral isation can be an effective tool to achieve staff
participation. In order to participate effectively, how-
ever staff should know in which decisions they partici-
pate. It should be clear who should participate in what.
Especially in an expanding organisation, participation
of staff should be structured and meaningful for insti-
tution as a whole. Control mechanisms should be put in
place, in order to ensure that decision obtained in a par-
ticipatory process are really implemented. Participa-
tion should create enough involvement and creativity
in staff towards their own work, while at the same time
the institute's organisation should remain manageable
and workable.

A participatory approach within the organisation can
best be effected through a decentralised organisation-
al structure and clear staff duties and responsibilities.
Staff should be encouraged to participate actively in
issues concerning his or her daily work, such as plan-
ning branch programmes, budgeting area activities and
monitoring and evaluating of his or her work. In an
expanding financial service programme for the poor,
the creation of relatively autonomous regional offices

Chapter 6, box 4
Participation a( Institutional Level

The Grameen Bank Is a good example of an
organisation that can largely contribute its
success to Its effectiveness in installing the
principles of a paiApatory approach in its
Internal structure. When visiting Grameen
Bank offices, one is struck by the environment
of modesty and equity. From the head office
to the branch offices, the Managing Director's
desk Is of the sanie simple-sturdy design as
that of the branch managers. Obviously, some
staff have more authority than others, bat only
by virtue of experience and merit. The dif-
ferences in status and salary are just enough
to enhance the pleasure of promotion and

: make it a motivating reward. Management
and staff members work creatively together,
comporting themselves with openness, per-
ception and self-confidence. There is a strong

:? belief in discipline and supervision, while
there is also encouragement and support to
the staff.

Ail managers of Grameen Bank have conside-
rable experience in the field, which makes

j them more perceptive of the target group's :
:: proNems andthose of the field staff, lalor-
I «iation|sn0t^
< and Informed. Errors are absorbed as

experience and converted into moments of
learning. There appears to be a strong
believe that the more equal people are, the
better they communicate and that accounta-

I; fcllj|y and participation emerges fromapodal;
discipline.

What the Grameen Bank has turned In to was
| li&t preconceived bya plan, itwasraiJteran̂ ^̂ ^̂ ^̂ ^

Idea that evolved and continuous to evolve as
a response to a situation articulated among

. the poorest in rural Bangladesh. KREP in
••• Kenya also enforcesanorjen and democratic

atmosphere in the organisation. It put in
place events such as joint outings every year
and even joint office cleaning sessions in

I orderto create a sltaation whereby people
": can see each other In an informal and equal

way. Furthermore, the staff is encouraged to
becreattve about their work through, for
example, biannual competitions among staff
to write case studies which caR serve as

studies are rewarded a price.
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will become inevitable, according to Otero160. The
institution will need to hire a cadre of middle-level
managers to operate the regional offices. Decentralisa-
tion of responsibility and authority will become neces-
sary under this structure, so that the institution can still
serve the target group efficiently.

However, in any financial service programme there are
certain decisions which are not apt for discussions by
staff. For example, interest rates are technical financial
management tools to recover expenses on loans and
can not beset jointly in a participatory process161. Fur-
thermore, in order to achieve long-term financial
sustainability, management might take certain deci-
sion against the wishes of some staff162.
Decentralisations of authority over programme activi-
ties to branch offices will call for an efficient informa-
tion flow within the organisation. Accurate monthly
reporting will have to flow from the branches to head
office in order to enable higher-level management to
keep track of the organisation's performance. Accor-
ding to Otero163 'Decentralisation can turn into frag-
mentation if the communication channels among its
member parts are not functioning properly.' Communi-
cation systems must be structured, must rely on the
written word and must include specific periodic activi-
ties that facilitate the flow of information.

In each financial institution a balance has to be found
between on the one hand decentralisation and partici-
pation by staff and on the other hand control by
management.

Financial institutions in Uganda, on one side, appear to
be very centralised, and employ procedures which
allow for little participation of staff. On the other side,
some NGOs seem to be over-decentralised and have an

almost blurred organisational structure. Staff is encou-
raged to participate in all kinds of decisions, even if they
are not at all qualified or knowledgeable on the issues,
resulting in sometimes complete inefficiency in pro-
gramme implementation164. The balance of power wit-
hin the organisation appears to be inefficient in both
these cases. UWFCT consciously tries to develop an
effective decentralised system (see box 5).

Chapters, box 5

UWFCT has continued to ensure greater
involvement of lower level staff In designing
plans and development of procedures within
the organisation, and has always emphasised
joint evaluation of programme performance
with involvement of staff at all levels.

UWFCT has now started delegating responsi-
bilities of handBng loans to credH officers.
Furthermore, branches are fully Involved in
planning and accounting for their own work.
Consultation and feedback of staff is asked
for higher-level decisions e.g. policy making.

UWFCT has gone a long way in experimenting
with a mere decentralised management
structure while still striving to maintain the
necessary uniformity within Us areas of
operations. UWFCT's experience Is that a
decentralised structure within an organisa-
tion has to grow steadily: both management
and lower level staff have to get acquainted
to it.

Female staff of UWFCT, easily approachable by poorwomen



Financial Sustainability In a Participatory, Gender-
Sensitive Programme

Much as financial programmes want to employ a parti-
cipatory, gender-sensitive approach, for any financial
service programme achieving long-term financial
sustainability is a must. It is the only guarantee that the
programme will continue to provide its services to the
target group over time. The need for proper financial
management in order to asses financial sustainability
is obvious. Also the programme will aim at reducing
expenses while increasing the income base. Implica-
tions of these requirements will be analysed in the next
paragraphs.

Need for Proper Financial Management

Analysis of financial sustainability of a programme
implies knowing and understanding the costs related
to the programme.

The institution needs to employ fund accounting that
can properly track income and expenses. Systems need
to be developed that enables management keep track of
the organisation's financial performance. This will
impose a certain degree of uniformity and controllabili-
ty on the organisation. A financial programme with
several branches and concurrent activities will have to
have a logical chart of accounts which enables the orga-
nisation to track and monitor costs in a simple, under-
standable and quick way, and produce a handful of clear
and timely reports, adequatefordecision making. Perio-
dic reports on loans and savings status, loan portfolio
analysis, and financial reports which give enough data
to analyze the organisation's sustainability are needed.

The accounting system should, furthermore be linked to
the budgets and financial projections which reflect the
institutional targets and goals. A comparison between
planned and realised transactions will then be more easi-
ly made. This will help management to asses whether
the organisation is moving towards its self-set targets.

As the organisation grows, financial management will
become more complex and its quality will depend on
the information system established to collect, process
and analyze information. Fund raising efforts will have
to change from looking for funds to cover expenditure
towards funding which can give a leeway for long-term
sustainability.

Furthermore, savings and credit policies will have to be
defined which correspond to the borrowers' needs as
well as to those of the institution. Maintaining a high
repayment rate is a key factor for financial sustainabili-
ty of any financial service programme. It relates to the
effectiveness of the credit procedures165 and efficient
monitoring by the institution. It is essential for the
organisation to regularly review and analyze possible
courses for delinquency and take corrective measure-
ments within the reach of its own mandate of policies or
procedures. Inadequate monitoring and supervision of

loans, for example, is often mentioned as one of the
courses for low repayment166.

Reduce Expenses and Increase Income

In order to achieve sustainability, financial services pro-
grammes will strive to reduce expenses while incre-
asing the income base. The cost per loan or the costs per
unit of money given out usually serve as parameters for
expenses in financial service programmes. Reducing
the costs per loan can be achieved by transferring costs
of loan administration to the groups and by simple, effi-
cient lending procedures and clustering of groups.
Loan sizes to micro-entrepreneurs will always remain
small, however, in comparison to loans to the medium-
and large-scale enterprises. Even if they are channeled
through groups, the relative costs of administration in
relation to the loan size will always be high.

Reducing costs of financial service programmes to the
poor will remain a point of serious concern for the
management. It will only be achieved in the long run
through effective handing over of loan administration
to groups and increased institutional efficiency in all its
areas of operation.

A financial service programme addressing the poor can
also attempt to increase its income base in order to
cover expenses better and become more sustainable.
Avenues of increasing income in a group-based lending
programme will be charging commercial interest rates,
expanding the number of clients and mobilising
savings for investment. Opportunities for expanding
the client base for financial service programmes for
poor women in Uganda, however, seem to be severely
limited: see box 6.

Financial institutions in Uganda running such pro-
grammes will have to get additional income from other
sources in order to break even. This can be obtained for
example by investing savings, charging additional fees
or by diversifying the loan portfolio to include bigger
loans to individuals.

The need for financial sustainability will force any finan-
cial service programme to expand its loan portfolio at a
reasonable speed. On the other hand, in order to effec-
tively employ a participatory approach towards the tar-
get group, the programme should have the flexibility to
adapt itself to the target group's speed and capacity, A
participatory process with the target group needs to
start small and grow gradually, so that groups can get
slowly used to increasing amounts of money and have
the freedom to indicate for themselves what speed of
increase they will be able to handle. Any spending pres-
sure from the institution or credit which is supply- rath-
er than demand-driven will disturb this process imme-
diately. Thus gender-sensitive, participatory approach
is necessary to maintain the quality of the loan portfo-
lio. But it will be costly, especially in the beginning. In
the long run, however, higher quality of loans will result
in better repayment.
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Chapter 6, box 6
Financial SusiflfeMftffty in Uganda

If a financial service programme for the poor
in Uganda wants to Increase Its income base
directly through Its credit operations, it needs
to give out big numbers of fast rotating loans.
Loans In a the mlcroenterprlse sector are
bound to be small, so only a large loan
portfolio will be able to recover the program-
me costs. For example, with an average loan
size of US$50 per individual (which seems to
be a reasonable estimate, considering the
results of taeUWFCT study) and as income of
net 10% through interest on loans (which
seems to be a reasonable estimate conside-
ring costs of capital and present Interest

fate), an outstanding loan portfolio of
$ 500,000 (10,000 loans) will give a net
Income of $50,000 (or less) for running
expenses of the programme.

In rural, remote areas of Uganda, were the
target group needsa lot of training and
guidance and costs of monitoring and
supervision will be high, this will definitely not
be enough to run a programme. This example
shows us that financial institutions running
such programmes will have to get additional
income from other sources in order to break
even.

The apparent contradiction between the need for finan-
cial sustainability and the conviction to employ a parti-
cipatory, gender-sensitised approach is a major dilemma
for any group-based financial service programme for
the poor. This dilemma needs to be solved by seeking
the right balance between quality and quantity of loans
and adapt its procedures likewise. It will take time, and
trial and error to find this balance. The organisations
involved should be allowed to experiment and learn
from its mistakes, to decentralise powers slowly and
build up proper financial management systems. This
certainly is the case for organisations implementing
financial programmes in Uganda.

Human Resource Development

In order to establish all required changes in an expan-
ding financial service programme both in social and in
financial areas, a well laid down human resource deve-
lopment plan is necessary.

On the one hand it is crucial for a group-based financial
service programme to select staff who can communica-
te with poor women, who have good communication
skills, and who understand group dynamics as well as
gender issues. Staff should be creative, take initiative,
and be motivated and interested in the work. Microen-
terprise assistance programs require a great deal of self
supervision, especially by the field staff167, so it is impe-
rative to identify individuals who have the capacity to
develop a creative, analytical streak in their work. This
can be stimulated through training and a participatory
atmosphere within the organisation. Therefore, higher-
and middle-level management should be able to create
a team spirit and employ a consultative management
style. Highly qualified communicative and manage-
ment skills are necessary to achieve efficient participa-
tion and decentralisation.

On the other hand, financial services programme will
also need to recruit the necessary technical expertise to
implement financial management. Often this expertise
will be recruited from the traditional banking sector,
where knowledge and experience with poor women is
scarce. According to Otero168, integrating these staff
into situations where they must understand the dyna-
mics and complexities of microenterprise assistance
represents one of the harder tasks for senior manage-
ment of a financial service programme.

Management will have to solve the dilemma of balan-
cing staff with client-oriented skills and staff with finan-
cial and technical skills, and getting them to work
together in a good team spirit.
Careful selection and recruitment of staff is a key ele-
ment in a successful financial service programme for
the poor. How some of the successful programmes
select their staff, is explained in box 7.

Institutional Development and Growth

It is clear that balancing internal capacity building and
the expansion of operations is a key issue for a financial
service programme for poor women. Finding such a
balance might be achieved by a well-planned human
resource management and research and development
of the procedures. In the following paragraphs an
attempt will be made to asses how proper planning in
these areas could contribute to come to a solution for
the dilemma of having financial sustainability and a
participatory approach at the same time.



Ghapterb, box7 -f-"
Selection of Staff

' Bigger financial service programmes for thex«*
poor, such as KREP, take their time to select
and recruit the right staff. KREP, for instance,
applies a method whereby candidates are
selected first by written interview, then by
oral interview for a three-month training
programme, Whtca serves atihe same time as

I an observation period. If the institution and
^ the trainee/employee agree to continue after

this training period, a contract is signed. The
' training period serves as a period to introdu-

ce the new employee into the organisation's
Vision, methodology, policies and procedu-
res, while at the same time the trainees'
human and technical qualities can be

^observed.

Furthermore, development of clear job descriptions,
salary policies and evaluation procedures will assist to
install an effective human resource management sys-
tem in an organisation, and it helps to increase staff
motivation and the general working atmosphere in the
organisation. Incentive policies, a staff development
and training plan should also be developed in other to
keep staff interested in the job. In this respect, training
in creativity, in analytical thinking and in participatory
ways of working might be as important for a financial
service programme for the poor as traditional technical
training in financial management.

Research, Evaluation and Development

The institutional sustainability of a financial service
programme will, apart from its financial base, depend
to a large extent on its ability to maintain an effective
and appropriate service delivery system for its target
group, thereby expanding its operations gradually. The-
refore, a financial institution for the poor needs to
monitor and evaluate its impact on the beneficiaries
and on society at large carefully. It should move towards
expansion in a steady and controlled way.

The position of poor women in Uganda, for example, is
continuously changing. Hence any financial institution
that wants to service them, needs to be aware of these
changes. It will have to adapt its delivery procedures
constantly and has to remain flexible. Continuous
action and reflection is necessary in order to ensure
thatcredit efforts real ly empower women and give them
bigger access to resources.

The programme's impact on the target group's position
can be assessed by looking at the repayment ratio and
savings behaviour of clients. Such data will be obtained
through the regular monitoring and evaluation sys-
tems. Other indicators are increases in wage levels and
job opportunities169 which can establish the program-

me's impact on the lives of the poor, when a financial
service programme is particularly addressing poor
women, it should also consider increased access to
resources, increased control and decision making over
funds and increased capacity to handle and control
financial resources. Periodical impact analysis of the
programme will give valuable information to manage-
ment and staff to change and develop procedures.
In group-based lending systems such impact studies
can be carried out in close cooperation with the groups.
It will be a costly and tedious affair. Research and deve-
lopment capacity within the organisation needs to be
built up to undertake such studies.

Potential for Group-Based Lending Programmes
for Poor Women in Uganda

This report advocates a group-based lending program-
me for poor women as an option for a gender-sensitive,
participatory approach to financial services for poor
women.

The potential for a group-based lending programme for
poor women in Uganda appears to be hopeful for sever-
al reasons. First of all, there are plenty of poor women in
Uganda who operate all kinds of small enterprises in and
around the towns where business activities are boom-
ing, and also in rural areas. Secondly, it appears that all
over Uganda, poor women have already organised
themselves in informal savings and credit groups. These
groups are especially active in the markets around the
towns and rural trading centres. Linking up these groups
with financial service institutions can be a good start for
a group-based financial service programme. Thirdly,
within government, the NGO sector and with foreign
funders there appears to be a great interest in providing
financial services to poor women, so the general wil-
lingness to support such programmes exist in Uganda.

A group-based lending system will require major insti-
tutional investments by the financial institutions and
NGOs. The skills needed to implement such a program-
me are complex and require high-level management in
the field of human resources and finance. It also requi-
res institutional adaptation in order to employ a parti-
cipatory, gender-sensitive approach.

NGOs in Uganda generally need to strengthen their
financial management capacities. While financial insti-
tutions generally need to be more target-group orien-
ted, gender-sensitised, participatory and decentralised
in their operations. Savings and loan procedures
should become more flexible and quick, without strin-
gent collateral requirements170.

In Uganda, the most promising institutions for imple-
menting a group-based financial service programme
appear to be NGOs specialised in financial services171,
or target group-oriented financial institutions172.
These organisation have developed accessible service
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to poor women and can allow for the target group's par-
ticipation in the lending programme. Their flexible
structure and relatively simple informal procedures
make these organisations more suitable to link with
informal savings and credit groups than the formal
financial institutions. These organisations should be
given encouragement and support to implement
group-based programmes.
Another avenue that could be further explored in Ugan-
da is to combine expertise of NGOs and financial insti-
tutions by implementing joint programmes for poor
women. The NGO could become an intermediary, lin-
king the target group with the financial institution. Exa-
mples from other countries, however, show that the
usually smaller NGO experiences problems when bar-
gaining with a big financial institution about changes in
procedures and the sharing of risks173. Alternatively,
cooperation between NGOs and financial institutions
can be envisaged in such a way that NGO clients slowly
graduate into the formal banking sector. This strategy
has had varied success elsewhere'74.

This report is meant to encourage more experiments in
the field of financial services to poor women in Uganda.
For Uganda, different institutional arrangements can be
tried and experience can be analysed to assess various
options. This research should incorporate studies on
the successes, achievements and constraints of finan-
cial services programmes to poor women. Coordination
of research and experiences of organisations providing
financial services to the poor is thereby also implied.

Although this chapter used examples from Grameen
Bank, ACCION International and KREP, wholesale repli-
cation of these programmes in Uganda is not encoura-
ged. Uganda has its own economic, cultural and politi-
cal environment which has to be considered in the
programme design.

Summary and Conclusions

This chapter elaborated on the major dilemma for a
financial service programme to combine a target group-
oriented, gender-sensitive, participatory approach
with financial and institutional sustainability.
Such an approach in financial service programmes for
poor women is necessary to effectively address the
needs and capacities of poor women. It wi 11 ensure del i-
very of high-quality services and therefore maintenan-
ce of a good loan portfolio.

Financial and institutional sustainability are necessary to
maintain the organisation's capital value and ensure con-
tinued availability of financial services to the target group.

Any financial service programme for poor women has to
solve this apparent dilemma. An appropriate human
resource policy and continued evaluation and research
can assist in balancing the two objectives. Highly-
qualified and balanced human and technical skills
within the organisation can affect the coordinated
implementation of a target-group oriented, but finan-
cially sustainable approach. Continuous action and
reflection on the organisation's activities and perfor-
mance will assist in assessing whether a balanced rela-
tionship between participation and the strive towards
financial self-reliance is achieved.

A participatory style within financial institutions is best
effected through decentralisation, flexibility, creativity
and staff initiative, while financial sustainability calls
for strict discipline, control on reporting and tight
financial management.

Furthermore, networking with other programmes that
address the same target group will help the organisa-
tions to learn from each other. Creativity in manage-
ment has initiated successful programmes in the past
and will continue to do so in the future.

-EXH
BBNEF

Organising tradefairs is one example ofhow UWFCT stimulates exchange ofinnovative business-ideas
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Definitions

FINANCIAL SERVICES: Savings and credit facilities provi-
ded to clients by any formal or informal organisation. In
advanced systems, insurance services and buying and
selling of shares can be included.

GENDER: Refers to the socially constructed roles, tasks
and responsibilities of men and women in a certain
society.

HOUSEHOLD: A residential unit whose members share
production and consumption.

EMPOWERMENT: The process of awareness which women
undergo in relation to the many aspects of their oppres-
sion and the subsequent activities which improve their
position in society and their living conditions.

PARTICIPATION: The active involvement of people in their
own development and in programmes targeted to their
development.

FORMAL FINANCE: All financial services provided under
an official financial law, either the banking law or the
cooperative law, which guide the financial transactions.

SEMIFORMAL FINANCE; All financial services provided by
institutions with an official registration, but which are
not governed by an official financial law.

INFORMAL FINANCE: All financial services provided under
no formal registration or law.

INCOME GENERATING PROIECTS: Group or communal

owned projects, started with the purpose of generating
income for the group or for its members.

CHARACTER LOANS; Loans which are provided to some-
body, based on their character or personality and capa-
city to run a business rather than their ability to provide
additional collateral requirements.

GROUP-BASED LENDING SYSTEM: a lending system where-

by loans are provided to individuals, through a group
liability.
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Notes

1 See Fong and Perret, page 2 and Hilhorst and Oppen-
oorth,page33.

2 Fong and Perret, page 72.

3 See SNV manual, Creating Scope for Women'
page 13.

4 In chapter 2 gender imbalances in the Ugandan con-
text will be analysed in relation to financial services
for women.'

5 Definition of household from Hilhorst and Oppe-
noorth, page 23: Household is defined as a residen-
tial unit whose members share production and con-
sumption.

6 See Hilhorst and Openoorth, page 23.

7 See Annex 1, SNV manual 'Creating Scope for
Women.'

8 See United Nations, Conference paper Dakar on the
'Economic Empowerment of Women', page 10: 'In
spite of the evidence clearly pointing out women's
active involvement in production, the tendency still
dominates of seeing women's issues as needs or pro-
blems and to look for welfare (charity) rather than pro-
ductivity solutions. Thus, programming approaches
to date emphasise the things that women lack as
opposedto the capacities they have. The effect of such
an attitude is to undermine seriously attempts to
effective incorporation of gender issues into
macroeconomic planning and programming'
(Anderson, 1990).

9 See chapter 3, section 3.3.2. on government banks.

10 Both UWFCTand SNV support this approach.

11 SeeSNVmanual.'CreatingScopeforWomen'.page 15.

12 Several frameworks and tests have been designed in
order to design gender profiles or measure the impact
of programmes on women. Examples of these can be
found in the SNV manual, 'Creating scope forWomen',
page 41, such as the Harvard Analytical Framework or
the DGIS test for Women in Development. These tests
try to establish the importance of gender roles within
a given society, women's productive and reproductive
roles, her access to resources and information, her
participation in decision making, her health situation
and other living conditions and the scope for organi-
sation and political influence.

13 See United Nations paper, Conference Paperfor Dakar
on 'Economic Empowerment of Women', page 11.

14 See Fuglesang and Chandler 'Participation as a Pro-
cess', page 14.

15 This is also promoted in an internal publication of
SNV from Ruijven and Uit het Broek, 'Laat Duizend
Organisaties Bloeien.'

16 See Fuglesang and Chandler, page 14.

17 In some cooperatives in Tanzania, for example, strict
discipline of the members was observed. Members
who would not fulfill their communal duties, would
lose their right to participate in decisions and would
eventually be expelled. In the informal savings and
credit societies among women in Uganda, strict rules
and regulations are also observed, see chapter 4.

18 See Ruijven and Uit het Broek, 'Laat duizend organi-
saties bloeien' page 5.

19 See chapter 4.

20 See Friedman in Ruijven and Uit het Broek, page 5.

21 See SNV manual, 'On the Right Track', page 10.
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22 Even donor funds will eventually stop.

23 See Otero (ACCION International), 'Breaking
through, the expansion of micro enterprise programs
as a challenge for nonprofit institutions', page 58.

24 This fact is stated in several documents, for example
in Fong and Perret, Hilhorst and Oppenoorth, publi-
cations from theGrameen Bank and so on.

25 SeereportMinistryofWomen in Development, Cultu-
re and Youth, Country paper Beijing, page 48.

26 See 'UWFCT' Third Phase, Five Year Plan', page 2.

27 See World Bank,'Uganda financial Sector Adjustment
Credit.'

28 Indicated in several reports, among others the report
of the Ministry of Women in Development, Culture
and Youth, Country paper Beijing.

29 See report Ssemogerere, Sengondo and Kigundu,
page 9.

30 This statement is mentioned in several papers for the
Dakar 1994 conference. See United Nations Conferen-
ce paper on Economic Empowerment of Women.'

31 In UWFCT categories these clients usually have assets
worth below $500, and loans will also be below this.

32 For more details see chapter 4.

33 In UWFCT categories these women have capital assets
ofUS$500-$4000.

34 In UWFCT categories these women usually have
assets worth USS5,000-US$ 100,000. They mostly opt
for individual loans against collateral.

35 See report Ministry of Women in Development, Culture,
Youth andSports, position paper Beijing, andthe report
ofthe Canadian Cooperative Association, page 16.

36 See report Canadian Cooperative Association,
page 16.

37 See UNICEF report on Children and Women in Ugan-
da, page 73.

38 SeeWeideman,page5.

39 SeeWeideman,page6.

40 See also UNICEF report, page 82.

41 See report Ministry of Women in Development, Cultu-
re and Youth, preparation paper for Beijing, page 34.

42 See report Muzaale, UCA, which was a study to esti-
mate the potential for women in Cooperatives in
Uganda.

43 See paper IFAD, page 7.

44 See Weideman page 5, and Fong and Perret, introduc-
tion.

45 See MDF manual, article Gosses.

46 See chapter 4 and also Fong and Perret, page 17.

47 See Fong and Perret, Hilhorst and Oppenoorth,

48 See Fong and Perret, page 74.

49 Information is obtained from Weideman, page 16 and
through personal experience.

50 See Hilhorst and Oppenoorth, page 42.

51 UWFCT and other women's organisations in Uganda
have been active in this.

52 See Fong and Perret, page 54.

53 See Weideman, page 5.

54 UWFCT has now drafted an impact assessment to be
tested soon.

55 See Fong and Perret, Hilhorst and Oppenoorth and
others.

56 See Fong and Perret, page 83.

57 See World bank report on the financial sector adjust-
ment programme.

58 The commercial banks in Uganda are Sembule Invest-
ment Bank, Bank of Baroda, Barclays Bank, Standard
Chartered Bank, Rapid Finance and Credit Bank, Inter-
national Credit Bank, Nile Bank, Housing Finance
Companyof Uganda LTD, Gold Trust Bank, Greenland
Bank, Stanbic Bank, Tropical Africa Bank, Orient Bank,
and the Development Finance Company of Uganda,

59 See Fong and Perret, page 51.

60 See research on informal savings and credit groups
carried out by UWFCT.

61 However there are only two women on this desk, in an
organisation of more than 1000 employees.

62 They have formed their own organisation, the Uganda
Women Entrepreneurs Association.

63 See Adams article, in 'Financial Landscapes Recon-
structed, page 179.



64 See Fong and Perret, page 37. 85 See Weideman, page 15.

65 The UCB in Uganda is an example of this. They had to
close down many branches in remote areas.

66 See Hilhorst and Oppenoorth, page 38.

67 The information in box 2 is obtained from the report of
Musoke M. and Amajo M.

68 The information in box 3 is obtained from a visit to the
project.

69 See also Hilhorst and Oppenoorth, page 59.

70 Information in box 4 is obtained from the report of the
Canadian Cooperative Association and a visit to
Uganda Cooperative Savings and Credit Union ltd.
(UCSCU).

71 Organisations such as Grameen in Bangladesh and
Sewa in India started as an NGO.

72 Information was obtained on a visit to CERUDET.

73 See Hilhorst and Oppenoorth page 61.

74 See Fong and Perret, page 110.

75 See introduction, 'Banking the Unbankable', Idris
lazairy is president of IFAD.

76 Some of these 'example' NGO's will be further elabo-
rated on in chapter 5 and 6.

77 See Hilhorst and Oppenoorth, page 54.

78 It should be noted that local NGO's running financial
services are often critically assessed on financial
sustainability, while their international counterparts
are less prone to such an analysis, because they are
assumed to operate in an area for only a limited
period.

79 Among these NGO's are Action Aid Uganda, Feed the
Children Uganda, VEDCO, BUSO foundation. ACORD
Uganda, URDT, and World Vision International.

80 See also annual report 1993, ACORD Packwach.

81 Information is obtained from the ACORD report on
the East Africa regional credit workshop, and from
visits to BUSO.

82 See also Hilhorst and Oppenoorth, page 56 and Fong
and Perret, page 102.

83 See also Hoeben report.

84 See Mukhopadyay and March, page 1.

86 The details of these examples will be further elabora-
ted in chapter 5 and 6.

87 Finca is an international NGO, operating around [inja
town. Finca works through women's groups and gives
small loans to women through the group.

88 Most have started less than five years ago with their
financial operations.

89 It should be noted that this report did not attempt to
make an in-depth study of the financial sector in
Uganda, therefore only secondary sources of informa-
tion were used.

90 By for example Bouwman, Piske, Adams and others,
see Adams and Fichett, and Bouwman and Hospes.

91 Very few studies on informal finance in Uganda have
been carried out, examples are the study of Makerere
Institute of social research (MSIR) and the study of the
Ministry of Women in Development, Culture and
Youth.

92 See Adams, Fong and Perret and Hilhorst and Oppe-
noorth.

93 Refering to the research of MSIR, WID, UWFCT stu-
dies.

94 Refering to the research carried out by UWFCT direct-
ly, and the research carried out by UWFCT-TBC for
Community Action Programme West Nile.

95 This was mentioned in the MSIR report.

96 See H ilhorst and Oppenoort, page 51.

97 Bouwman has undertaken a lot of research on diffe-
rent types of ROSCA's and ACRA's, see also Bouwman
and Hospes, page 375.

98 See researches by ACORD, VEDCO and MSIR.

99 See MSIR report, article Birungi, page 9.

100 These are different names for a similar enterprise set
up, whereby the enterprise (income generating activi-
ty) is owned by the group (community) which often
implies that there is no legally registered owner.

101 In the UWFCT study about 40 of such groups were
investigated.

102 These characteristics of formal finance can be found
in several sources, for instance in Fong. in Adams and
Fitchet and in Hilhorst and Oppenoorth.

103 See Adams in Bouwman and Hospes, page 179.
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104 See Adams and Fichett page 19.

105 In the informal savings and credit groups studied by
UWFCT loans ranging from 2000 to 10.000 Ushs
(US$2-$10)werenormal.

106 See Bouwman and Hospes, page 375.

107 See Adams in Bouwman and Hospes, page 179.

108 See article Christen, ACC1ON International, page 10.

109 See article Adams in Bouwman and Hospes,
page 179.

110 See Fong and Perret, page 25.

111 For the details of the study see the draft report
(UWFCT and report Hoeben).

112 This was done because it was assumed that only
groups which provided clear economic benefits for
their members would benefit from financial services
and would be able to pay back loans.

113 These factors, influencing group cohesion are also
found in Fong and Perret, pp. and Ruijven and Uit het
Broek, page 58.

114 For more details see the draft report on Informal
savings and credit groups by UWFCT.

115 1000 Ushs are about US$1.

116 This was found in the UWFCT and in the study by the
Ministry of Women in Development, Culture and
Youth on 'Women's Informal Credit Groups'

117 Such as shares, membership fees and others.

118 The most common form of administration was an
exercise book listing the name of the member on the
left side of a page and the dates for savings and repay-
ment at the top. Sometimes a separate notebook was
kept for income and expenditure.

119 This was also observed in the UWFCT study in West
Nile and the study of the Ministry of Women in Deve-
lopment, Culture and Youth on Women's Informal
Credit Groups.

120 Through fines and even through physical threats she
can be forced to fulfill her obligations to the group.

121 A suiti is a traditional dress in Uganda.

122 Opportunities for the legal registration of groups in
Uganda are registration as a Cooperative Society and
registration as a Company or Partnership. The requi-
rements for a Cooperative Society are a minimum
membership of 30 and a minimum capital of 800,000

Ushs. A registration for Partnership can be underta-
ken by groups smaller than 20 and with less capital.
However it usually has to be done in Kampala and will
force the group to come under business law. Some
financial institutions now also except registrations
withNAWOU.

123 A linking programme in this respect refers to the con-
nection of the financial and nonfinancial services of a
formal or semiformal financial institution with those
of the informal financial structures, in most cases
informal savings and credit groups.

124 See also chapter 3, paragraph 3.4.1.

125 See Bouwman and Hospes, article Abugre, C, 'When
Credit is Not Due', page 157.

126 ACCION International operates in and around cities
and towns in Latin America and Grameeri Bank ope-
rates in rural areas of a country with the highest pop-
ulation density in the world.

127 See UWFCT report on informal savings and credit
groups, Tibenkana and Mensink.

128 The information in box 1 is gathered from the annual
reports of ACORD and from the article of Abugre, in
Bouwman and Hospes, page 157.

129 Referring to programmes such as Grameen, ACCION
International and KREP.

130 See Fong and Perret, page 107.

131 information in box 3 is obtained from article Dondo
and from report Mensink on the backstopping mis-
sion.

132 See Mirtha, ACCION International, page 21.

133 The discussion about whetherto work through new or
through already existing local organisations, seems
to come up time and again also in Ruyven and Uit het
broek, page 14. Arguments against existing organisa-
tions are that they are traditional, hierarchical, with
an elite leadership and that they exclude marginali-
sed groups. Arguments against new organisations are
that they can become dependent upon external facili-
tators, that there will be a competition over leaders-
hip in the beginning and that membership participa-
tion and commitment can be a problem. However, the
study carried out by UWFCT gives quite a different per-
spective. In this study it became clear that some orga-
nisations, both old and new, operate according to
existing traditional power lines and have problems
with participation. At the same time there are also old
and new organisations that function in a very demo-
cratic and participatory way.

134 See also research UWFCT, history of groups, chapter4.



135 The UWFCT research clearly suggested that member
initiated groups are usually stronger, more active and
live longer than externally stimulated groups.

136 See Fong and Perret, page 115

137 UWFCT suggested at least 6 months.

138 Information in box 3 is obtained from Fuglesang and
Chandler, and from the article by Dondo.

139 See Mensink report on the group-based lending
workshop.

140 Based on several literature sources and on personal
experiences.

141 This can also include loans for reproductive and emer-
gency purposes.

142 Information is obtained from the article by Dondo.
page 5 and from Fuglesang and Chandler, page 16.

143 Some su ch groups were found in the UWFCT research,
mostly around the towns.

144 information is obtained from Fuglesang and Chand-
ler, and from the article by Mirtha, ACCION Interna-
tional.

145 See also UWFCT research outcome.

146 They can even use these systems as examples to deve-
lop their own loan procedures for groups.

147 An idea from Kenya could be borrowed, whereby
groups register themselves through the ministry of
community development (see also note 122).

148 See reports KREP and Grameen bank and UWFCT
research.

149 KREP, for example has prepared a three-month trai-
ning course for its field staff, see KREP credit officers
training manual.

150 See Otero, page 38.

151 See Otero, page 39.

152 See Otero, page 41.

153 Several frameworks and tests have been designed for
this, also see chapter 1.

154 For approaches see chapter 1.

155 This appears to be a common strategy in the formal
financial institutions, see chapter 3.

156 The information in box 3 is obtained from Khandke
Khalily and Khan, page 43, and from Weideman page 3!

157 SeeWeideman,page33.

158 See also chapter 5, role of the field staff, 5.4.

159 Information for these boxes is obtained from Fugli
sang and Chandler, page 50 and the Mensink, 'Repo
on Backstopping KREP'

160 See Otero, page 44.

161 See also the article by Abels.

162 This will be noticeable in the area of labour cone
tions.

163 See Otero, page 47.

164 Referring to, for instance, the credit schemes in inte-
grated NGO's.

165 Slow delivery of credit, for example, can seriously
effect the repayment behaviour of clients, as has
become clear in chapter 3.

166 See chapter 3.

167 See Otero, page 60.

168 See Otero, page 62.

169 See also report Khandher, Khalily and Khan.

170 The financial management capacity in financial insti-
tutions, is not always of high quality either. See Finan-
cial Sector Report, World Bank.

171 Such as UWFCT or FINKA.

172 For example CERUDET.

173 See Fong and Perret, example SEWA and experience
with some affiliates of WWB in case of guarantee sche-
mes.

174 See also papers of WWB and ACCION International.
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