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The first UN Millennium Development Goal (MDG) is to cut in half the proportion of people in the world living in extreme poverty by 2015. The World Bank defines the extremely poor as those who are living on less than one dollar a day. The third UN MDG is to increase gender equity and empower women in the developing world. My research attempts to address both of these goals by analyzing strategies for helping very poor women to climb out of poverty.  The currently favored strategy is to provide very small loans to these women to start or expand microenterprises. 

I will present eight case studies: two microfinance programs in each of the following four countries: India, China, South Africa, and Mexico.

My three aims are: 1.to inform readers about these eight different microfinance programs; 2. to argue that the global microfinance movement should not neglect the need to make social interventions for the poorest of the poor along side of small loans; 3. to argue that social activists and grassroots organizers should not neglect the need to achieve economic sustainability, which is needed to expand their good works. I hope to inspire both of these forces to find the fine balance of reason and compassion in designing microfinance programs.

Microfinance is a strategy to alleviate poverty. It is a way to connect the poor to economic growth in the national economy.  Often the national economy is growing quickly, as in India and China, but the extremely poor are not benefiting. The poor can often improve their situation if they get a small amount of credit. However, the formal sector does not lend to the poor as they have no collateral, thus lending seems risky. Moreover, their businesses seem too small to be profitable to invest in. The poor have social assets that can stand in for collateral, for example, they know who is trustworthy, and they can exert peer pressure on one another. Microfinance can “harness the community’s own social bonds to create group support (Traub).”  A mechanism is needed to use these social assets to give the poor access to credit. 

In a seminal article in the Journal of Economic Literature, Jonathan Morduch addressed the issue of “The Microfinance Promise.” He sets out five mechanisms needed for successful microfinance programs. The main mechanism of microfinance is “group-lending contracts,” which impose joint liability on the lenders in the group. Each member of the group is liable for the repayment of the loans of all the other members. This joint liability is a substitute for collateral that the poor do not have. It takes advantage of the social assets of the poor.  Another mechanism is dynamic incentives: when the micro-borrower repays her microloan, she will be granted a larger one each time.  Having regular repayment schedules is another mechanism to make the poor bankable, that is, profitable. Yet another mechanism is flexible savings plans, which the poor need and which microlenders need to reduce their cost of funds (Morduch 1999). Thus the microcredit movement became the microfinance movement, where finance includes, not just credit, but also savings, and in some cases, insurance. Furthermore, stripped-down management of the lending agency is an important element of microfinance because making large numbers of small loans is expensive. Microfinance is about such institutional innovation.  

I pose three sets of research questions.  1. To what extent do the eight microcredit programs studied here utilize the five mechanisms discussed above? 

2. Is it important for a microfinance program to be self-sufficient? Economic self-sufficiency in microfinance is determined by at least four factors: the interest rate, the repayment of loans rate, the efficiency of the program (measured by the number of borrowers per staff member) and the cost of funds. What is the appropriate interest rate to charge for microloans to microentrepreneurs? Should the interest rate cover the cost of funds?  How can a program achieve high repayment rates?  Should programs target women, who have high repayment rates? Should programs use groups to ensure repayment? What interest rate can the poor afford? 

3. Often the extremely poor are more than income poor, i.e., they are socially deprived—illiterate, in poor health, and so forth. Does microfinance need to make social interventions to succeed?  And if so, can this be economically self-sufficient?  


There is some variety of strategies for tapping the social assets of the poor. I present three types of group-lending contracts: 1. self-help groups (SHGs) in India, 2. solidarity groups in China and South Africa, and 3. village banking in Mexico, in order to determine how to design cost-effective microfinance programs that reduce poverty and empower women. Empowerment is “the process of increasing the capacity of individuals or groups to make choices and to transform those choices into desired actions and outcomes” (Kim et al. 2007 on South Africa).  

I. Eight Microfinance Programs

1. Self-help Groups in India: WIF and SEWA


a. WIF


I recently returned from an international conference in New Delhi, India, on “Women, Leadership, and Community.”  The Institute for Teaching and Research on Women (ITROW) brought together American and Indian women, and academics and activists.  There I learned about the Women’s Interlink Foundation (WIF) in Kolkata from the founder and chairperson, Aloka Mitra. She is an authentic pioneer in providing poor women with access to credit.  She started helping female victims of sex trafficking in Kolkata at a time when no one would approach them. In 1990, Mitra and a group of professional social workers established WIF.  In 1992, it became a Public Charitable Trust under the laws of West Bengal. Formation of women’s groups has long been an NGO activity in India. The Self-Help Groups (SHGs) are an Indian contribution to poverty alleviation.  In 1992, the government of India adopted a policy to link SHGs with commercial banks in their “Self-Help Group-Bank Linkage Program.” The first bank to implement the policy was the National Bank for Agriculture and Rural Development started (NBARD).  Other banks followed. Non-governmental organizations (NGOs), like WIF, form most of the Self-Help Groups (SHGs) that are to link up with banks, but banks form some SHGs themselves in this national government program (Mitra at India conference, and email correspondence).


WIF works in eleven districts of West Bengal, one of which is Kolkata, the capital city. For example, in Birbham District they have facilitated the formation of 500 SHGs, and in Jalpaiguri District, 88 SHGs. WIF forms the SHGs with the support of District Authorities and the Panchayats (elected village councils). There are usually several SHGs in a village. There are at minimum of ten to fifteen women in a self-help group (Aloka Mitra, email correspondence). This program starts with savings, not credit.  Women pool their savings into a fund, which in time will finance microloans for microenterprises.  WIF is the facilitator between the SHGs and the banks. There is no direct lending by WIF.  They work on building important capacities in poor women, upgrading their skills, and helping them with product design and management. Most of these women’s businesses are producing and selling handicrafts in cane, wood, terra cotta, leather or silk. As the women are illiterate and without financial assets, WIF teaches them to read a passbook and learn arithmetic. Then WIF helps the women secure very small loans from banks participating in the government program. WIF works in slums and on the street, in red light districts, and other high-risk areas along the border with Bangladesh (where much sex trafficking goes on). In addition, they have programs for combating HIV-AIDS, which target truckers and women prostitutes.  They also work with tribal women.  Their mission is social and economic empowerment of women along with the prevention of exploitation, trafficking, and domestic violence.

WIF serves between 5000 and 7500 or more women at a time. The interest rate that the banks charge WIF SHGs is between eight and twelve percent according to Mitra (email correspondence). As a charity, WIF need not be economically self-sustaining. In addition, the central government of India has given WIF the right to receive funds from foundations and NGOS outside of India.

b. SEWA Bank   


SEWA stands for Self-Employed Women’s Association. In 1972 SEWA registered as a trade union in Gujarat state in India.  It is located in Ahmedabad, the state capital. SEWA created a cooperative bank, SEWA Bank, which has been operating for about thirty years.  In 2001 it became affiliated with Women’s World Banking Network.  It has also partnered with the IFC (International Finance Corporation of the World Bank Group) as part of their “grassroots business initiative.”  SEWA Bank provides savings and lending products and services to low-income women, plus insurance.  It targets the poorest of the poor. It currently serves 17,193 working women.  



SEWA Bank first helps the women get out of debt to the local moneylender. (For a fictional representation of how the poor get into an endless cycle of indebtedness to moneylenders, see Monica Ali’s Brick Lane.) Then, women are encouraged to save and ultimately build assets by borrowing from the bank. Women can start a new business or expand a current business.  They are allowed to borrow for “consumption smoothing,” that is, to cover their living expenses in bad times and carry them over until the good times return. This is not always allowed by microfinance institutions (MFIs) that focus on income-generating activities only.  SEWA Bank is realistic about the lives of the poor. They know that the poor frequently get sick or injured. Floods and cyclones hit them. (For a fictional representation of how very poor people struggle though a cyclone, see Amitav Ghosh’s The Hungry Tide.) SEWA Bank provides insurance for widowhood (on how hard it is to be a widow in India, see Aruna Chakravarti’s novel The Inheritors) and losses in riots (to see the losses of Dalits in riots, see Rohinton Mistry’s novel A Fine Balance).    SEWA Bank helps women workers save to provide for repairing or buying houses, for old age, for marriage of children, death, maternity, and festivals. SEWA mobilizes women as a trade union and as a bank. SEWA Bank charges an interest rate of _________.


Some studies have concluded that SEWA Bank has had positive impact on the clients and their families.  One USAID study showed that school enrollment among working class boys in Ahmedabad grew from 65% initially to 70% when their mothers were borrowing from SEWA Bank (cited in Littlefield, et al.). Another study showed that women were empowered by borrowing from SEWA Bank. They organized for better wages and better rights for informal women workers, to revolve neighborhood issues, and to advocate for legal changes (cited in Littlefield). A third study showed that SEWA Bank clients worked to improve health outcomes for women and children via loans to upgrade community infrastructure (to provide clean water, toilets, drainage, and paved roads) (cited in Littlefield).

2. Solidarity Groups in China and South Africa—Grameen Model


While Self-Help Groups are unique to India, Muhammad Yunus and his Grameen Bank developed the solidarity groups as a form of group-lending contracts for microcredit in Bangladesh. Now it is the best-known model for microfinance due to Yunus’s fame from winning the Nobel Peace Prize.  A solidarity group is made up of five women who come together to apply for a loan from a Grameen Bank. It is the result of grassroots organizing of women. Grameen means rural, and so the women in the solidarity groups are usually barefoot, illiterate, and live in huts.  The solidarity of the women with each other, all accepting responsibility for each of the five women’s loans, is the substitute for collateral that formal lenders require.  One example of a microbusiness of a woman in a solidarity group in Bangladesh is the “telephone lady.” GrameenPhone has lent money to women to buy a Grameen cellular phone and use it for a business for her village. The solidarity group uses the social assets of the poor, their knowledge of the community and its members (Yunus 2002). First I will look at Grameen-style solidarity groups for microcredit in China and then in South Africa.  


a. Grameen Model in China: FPC and the Shaanxi Initiative

The context for microfinance in China is government promoted economic development at an unprecedented rate, as well as job creation, and poverty alleviation. According to Park and Ren, the poor in China are concentrated in isolated mountainous regions. Also unprecedented is the massive government-led microfinance initiative of the Ministry of Foreign Trade and Economic Cooperation and of the Rural Credit Cooperatives (“cooperative” in name only, according to Park and Ren).  


The Rural Development Institute of the Chinese Academy of Social Sciences (CASS) in Beijing has been experimenting with microfinance since 1994. They set up NGOs in three counties--to the extent that there can be NGOs in China. [I was a guest of a NGO for two weeks in China in 1993, called the China International Association for Friendly Contact, which was associated with the Center for Peace and Development.]   In 1995, the Funding the Poor Cooperative (FPC) was formed in Yucheng County of Henan Province. This is the second oldest microfinance institution in China, and many see it as one of China’s most successful. The Grameen Trust, the Ford Foundation, and other international donors fund it, along with loans at interest rates of 2.88% from the Chinese government.  


Ninety percent of the clients in FPC are women. FPC tries to target the poor by excluding the richest households, defined as those with color TVs and brick houses. They charge an interest rate of 16%, which is low by international standards.  This is because of the low cost of donor funds and low operating costs due to cheap labor in China. FPC has achieved operational self-sufficiency (they need no subsidies to operate) and nearly financial self-sufficiency (they are beginning to generate revenues for expansion). It has been serving 15,000 clients.  This suggests that the poor are bankable in China. 


FPC created authentic solidarity groups, based on the Grameen model of group lending. A solidarity group is five women who pledge solidarity to each other in supporting each other’s borrowing and starting or expanding a tiny business. They accept liability for repayment. Members of the cooperative form their own groups and elect their group leaders. The groups meet regularly, approve members’ projects, and accept group liability for their loans.  Several groups form a center and elect center leaders. Center meetings are held once or twice a week.  All installment repayments and loans disbursements are processed at center meetings.  The women monitor loan use, deal with late repayments, obtain training, provide and exchange information. There is much learning-by-doing in the group and center meetings. During the period studied by CASS, the weekly repayment rate was 95%, and there were virtually zero defaults. The CASS survey found that borrowers were rightly convinced that if they paid back the first microloan that they would be able to borrow more the next time, suggesting that dynamic incentives were functioning as a mechanism for microfinance. The impact of the program has been measured by a survey that found that 97% of the participants said that their consumption had increased (Park and Ren).


Part of the success must be attributed to the fact of the active involvement of the researchers at CASS. They traveled around the world looking for best practices before they created FPC. In addition, consultants from the funders (Grameen, Ford, etc.) visited and advised the FPC pilot project. Another reason for success was that Yucheng County is on a flood plain with a relatively high population density. The solidarity group model was developed in Bangladesh, which has high population density. This makes forming groups easier, and makes it easier for the poor to get to the center meetings. The poor don’t have much spare time from their struggle to survive. In densely populated areas, it is easier for women to meet once or twice a week if they live in the same village. That said, these women were mobilized to help themselves, which is the key to climbing out of poverty. 


Another Chinese microfinance program is located in Luonan County, Shangluo Prefecture, Shaanxi Province. It is west of Henan Province in a mountainous area with sparse population.  This was an initiative of the central, provincial, prefecture, and local governments.  Fifty thousand people were served, substantially more than in the Yucheng County project. [Park writes, nationwide, the unprecedented central government-led microfinance program served more than 600,000 people (email correspondence).]  Only 32 percent of the clients in this Luonan County project were women. The repayment rate was low: 36% of weekly repayments were not on time.


The interest rate charged was only 2.88%, the same rate at which the government lends money to the FPC.  This low rate was due to the fact that the Chinese government controls interest rates and did not want to charge an exploitative rate. Also the government believed that the poor couldn’t pay a higher interest rate. However, this policy of low interest rates has two negative unintended consequences. First, the low interest rate is appealing to richer households, who are not excluded because this program does not target the poor. Thus, in many cases, the microloans are not reducing poverty. Second, the poor see the low interest loans as a form of welfare, and consequently are less motivated to repay the loans. That is the second reason for the low repayment rate, the first being that most of the borrowers were not women, who have higher repayment rates. But this program was completely government run and funded.  

 
This initiative has been judged a failure.  The government officials with their top-down approach, did not achieve create true solidarity groups with members participating. In the isolated mountainous region, it took too long to get to the center meetings, which discouraged the poor.  It cost too much time for them.  The program was run from the top down. Local political officials did all the decision-making.  Joint liability was not enforced. Another problem was that most of the projects were in the agricultural sector, which did not involve self-employment, as in most solidarity group programs.  In agricultural projects, there are cash flow problems with money coming at the end of each of the two harvests a year. In order to repay weekly, the client must reduce his consumption and increase his labor by working off the farm to earn wages, thus reducing his welfare.  Park writes that the central government has given up on group lending (email correspondence).  Nonetheless, in the CASS survey, 63% of clients said they increased their consumption. Many of them were rich households already. 

After twenty-five years of experience in microfinance, Yunus has developed Grameen Bank II, which addresses this agricultural problem for microfinance.  He has developed a flexible microloan program that could accommodate the seasonal needs of farmers (see Yunus 2002).


Unfortunately, the microfinance movement in China is stagnating due to a negative legal and regulatory environment, that is, both ineffective and counterproductive. It is hard to establish authentic NGOs in a country dominated by a one-party state.  China needs to speed up its financial reforms. Park recommends that they experiment with the rural credit programs that already exist, and try to find a model of microfinance with Chinese characteristics.  Programs run by the Agricultural Bank of China and the Rural Credit Cooperatives could experiment with liberalization of interest rates, with group loan contracts, and with targeting women. 


b. The Grameen Model in South Africa: SEF and TCP and MFS


The Grameen model has also been adopted in South Africa.  In 1991, John De Wit created the Small Enterprise Foundation (SEF) in a small rural town of Tzaneen, in Limpopo Province, South Africa.  This location is in the post-apartheid homelands where the rural villages serve as dormitories for people who work elsewhere near by. Men migrate there, leaving the women in charge at home.  This SEF is the oldest and best known, pro-poor grassroots microfinance institution (MFI) in South Africa. In addition to microloans, SEF encourages clients to save at the local post offices.  By 1995, SEF had achieved a 97% repayment rate and a 68% financial sustainability (meaning they needed 32% of their costs subsidized).  De Wit had an impact assessment done and found that SEF was not reaching the poorest of the poor, which was his objective.  Moderately poor people with business acumen and higher levels of confidence were crowding out the poorest of the poor (SEF website).  

Instead of consolidating the gains of SEF and expanding, De Wit chose to target the very poor.  While keeping the Small Enterprise Foundation operating, De Wit founded the Tšhomišano Credit Program (TCP) in 1996 to reach the bottom third of the poor. Tšhomišano means, “working together” in the Northern Sotho language. The lenders developed a way of identifying the poorest of the poor. However, they discovered that women in the villages disagreed with them on who was really the poorest.  Thus the women were asked to develop a way to identify the poorest of the poor. Women in the communities that were receiving SEF loans met in groups and discussed their perceptions of who was really poor and should have access to TCP loans. They came up with the criterion, that in rural South Africa, very poor women were the ones who live in grass huts, not in houses with tin roofs. Based on such judgments, the women decided who would get access to loans from TCP.  SEF calls this the Participatory Wealth Ranking System.  This is a very useful contribution to the microfinance movement.  It is more efficient and cheaper than having a loan officer come to the village and try to figure out who is very poor and yet creditworthy.

A Social Intervention Methodology (SIM) was added to microcredit for the very poor. The field staff of SEF provides experiential learning for very poor microentrepreneurs. Leaders of groups and field staff collect impact data together. They collect data not just on loan performance, but also on nutrition, schooling of children, and health care.  


The Small Enterprise Foundation (SEF) now serves 45,920 clients, of whom 30,267 are in the Tšhomišano Credit Program, and the rest being loans for small enterprises, the original function of the foundation. It charges an interest rate of 16%, according founder John De Wit (email correspondence).  There is a limit to how many women can participate in the loan program from one community before the market gets saturated and women have to compete with each other in their microbusinesses.  SEF has found that only 20% of the women in a community can participate in the program at a time.  There is just so much demand for food and clothing, the typical kind of microenterprise.


Half of the women in the program are so successful that they expand their business away from the village, for example, by hawking wares in a nearby town. As they graduate from the program, space opens up for other women to launch micro-businesses. Unfortunately, the other half of women don’t graduate to the “small and medium-sized enterprise” (SME) category. Thus the revenue coming to SEF’s TCP is low, creating the need for subsidies.  With all the pressure to become efficient and self-sustaining by the global microfinance movement, De Wit has foregone funds from donors who insist on short-term self-sufficiency.  Yet, he has found donors interested in the social as well as economic benefits of his program, which don’t insist on short-run self-sufficiency.  In addition, the revenue from the original SEF program subsidizes the TCP for very poor women.  


In 2001, something really exciting happened.  Some researchers at the School of Public Health at the University of Witwatersrand in Johannesburg launched a social intervention project in eight villages in the TCP program. The project is called Intervention with Microfinance for AIDS and Gender Equity (IMAGE).  The researchers used a local community NGO working against domestic violence to deliver a series of workshops to the very poor women.  Called “Sisters for Life,” the workshops addressed issues of gender roles and HIV education. The women chose their leaders and all activities were participatory in order to foster collective action.  The NGO asked the women which women among themselves they believed had leadership potential. These selected women were given a second set of workshops to receive leadership training.


The researchers evaluated IMAGE over the period of June 2001 to March 2005. First, they found that there was an increase in the assets of these very poor women, that money from their enterprises were used to build assets, perhaps a better house. Second, they found that domestic violence was reduced by 55% in the IMAGE villages. Third, there was an immense increase in activism in the IMAGE villages of Limpopo.  All told, the women held 40 village workshops, 16 meetings with people in positions of power in their communities, and five marches; they undertook two partnerships with local institutions, and two new village committees were formed (Epstein and Kim). 


Yet, TCP still needs subsidies. According to researcher Julia Kim, IMAGE is being up-scaled in tandem with the slow growth of TCP (email correspondence). She recommends that some people, institutions, or networks outside of Limpopo Province, replicate SEF and IMAGE in the rest of South Africa. 


In Johannesburg, a different kind of microfinance institution (MFI) was set up. This is South Africa’s other leading MFI. Headquartered in this large urban setting, Marang Financial Services (MFS) operates in five of the nine provinces of South Africa with a network of seventeen branches.  Each province has a manager. Each branch has a manager and three loan officers. They charge an interest rate of 90%, according to Yvonne Radinku, the former director of Marang (email correspondence). With this high interest rate, they have achieved 51 % financial sustainability and that percentage is rising.  They are serving more than 15,000 clients.   


They do not target the poor. They offer loans to all unemployed households in a given area.  That is, if no one in a household has a wage job and thus would be able to help the members of the household survive in this way, they are eligible for a MFS loan. Having a microenterprise is the only way these women can survive without begging, suffering malnutrition, or resorting to prostitution. They operate mainly in poor villages in the poorest parts of the country. So, though they don’t target the poor, they feel that do reach them. Their clients tend to live in houses with tin or zinc roofs. This suggests that they are better off than the clients of TCP who live in huts with thatched roofs. Marang’s priority is to achieve financial sustainability.  While director of Marang, Radinku argued that it takes too much time and expense to target extremely poor people. In the context of South Africa, just helping the poor get access to financial services is enough.  Trying to reduce poverty and attain sustainability is too much for MFIs.  Radinku also questions whether the very poor can set up and run businesses successfully. Marang only lends to people who already have a microenterprise or have run one in the past.  Ninety-three percent of MFS clients are women.  Savings plays a role.  Clients are required to make a deposit of 10% before receiving a loan. Plus, they must save 20 Rand a month, which is deposited at the same time repayments are made (MFS website).


In the year 2000, Marang was incorporated to manage the viable assets of Get Ahead Financial Services, from which they inherited social activists. Evidently, passion for helping the poor is not enough to make financial services self-sufficient. Get Ahead Financial Services failed. On the other hand, social activists are excellent at empowering poor women. It is not clear where MSF will find more social activists to make this new financial service business work.  It is easier to hire a loan officer than to find a passionate, dedicated social activist. Then Khula Enterprise Finance Limited (a government agency of South Africa’s Department of Trade and Industry, a wholesale finance institution promoting small and medium-sized business) asked Marang to take over the also failed Rural Finance Facility, whose main creditor was Khula.  Marang chafes under reliance on government funding through Khula, which focuses on small and medium sized enterprises (SMEs), not microenterprises (MSF website).


Marang does not create true solidarity groups.  Groups of five to eight borrowers are expected to co-guarantee each other’s loans with their deposits and monthly savings. These groups meet at the beginning of the loan cycle, but once loans are made, individuals make repayments directly to Marang branches, not through the group.  There are no center meetings.  Not having center meetings is a trend that Morduch, author of The Economics of Microfinance, approves of, because having meetings is not very efficient (see Morduch on India).

3. Village Banking in Latin America: Mexico


a. Compartamos


Microfinance in the West has taken a different form than in the East. We have seen the Self-Help Groups in India, and the Grameen model of solidarity groups applied in China and in South Africa.  In Latin America, “village banking” evolved independently of the experiments in the East.  One bank in Mexico started as a small village banking experiment and grew to become the world’s first commercial microfinance bank.  In 1990, Compartamos, an NGO, established a pilot program to provide poor rural Mexican women microcredit. They started in the states of Oaxaca and Chiapas, states in Mexico with a large indigenous or Amerindian population, the poorest of the poor. The NGO was supported by the Foundation for International Community Assistance (FINCA).  Village banking is a method of providing credit to groups of women, so they can issue income-generating loans.  Whereas Grameen solidarity groups are made up of five women, village banking groups number 15 women or more. The women make a solidarity guarantee to each other.  The village bank is the women who meet in the home of one of the members or in a market stall. The village bank is not a building; it is a method, according to Andre Simone of FINCA (email correspondence). The women in a village get one loan from a bank.     


By 1995, village banking by the NGO Compartamos was expanding and heading toward operational self-sufficiency.  In 1997, they achieved financial self-sufficiency.  Compartamos became a for-profit, regulated, non-bank financial company in 2000 with the support of equity investments of the International Finance Corporation (IFC) of the World Bank Group, ACCION Gateway Fund, the founding Compartamos NGO, and private Mexican investors.  


Compartamos Finance Company, wanting to grow in size, issued debt on the Mexican bond market. This was a first for any MFI.  In 2006, they were authorized by the Mexican government to operate as a full-service bank. When a financial company offers savings accounts, they must be regulated as a bank to protect the depositors.  Compartamos Bank (CB) was returning a high return on equity from 2000 to 2006.  Most spectacular of all was the launching of an initial public offering (IPO) of stock in the bank in 2007.  It was a secondary offering in that no new stock was issued. Rather, the original private owners of stock sold parts of their stock in a public offering, the first public one. The bank raised half a billion dollars on the Mexican Stock Exchange in Mexico City! The original investors who sold shares earned huge capital gains. Currently, the bank is owned by Compartamos NGO (31%), ACCIÓN International (9%), private investors, and by the IFC of the World Bank Group.  



Compartamos Bank is serving over 600,000 people, 98% of whom are women. It has 187 branches in twenty-nine states of Mexico. These are the same branches it had before their IPO.  It still mostly lends to groups (88% of loans) of fifteen or more women. So that the others in the group do not hold back highly successful women, Compartamos Bank offers individual loans to them, according to María Otero of ACCIÓN (email correspondence). Mainstream expert on microfinance, Morduch writes that in the twenty-first century, group-lending contracts have been de-emphasized, again for efficiency sake (see Morduch on India). While in his seminal article, he included the group-lending contract as one of the five mechanisms that make microfinance work, he also wrote that microfinance didn’t have to be based on groups.  Supposedly, just using the other four mechanisms would be enough. He also claims that women are being less frequently targeted as clients.

Compartamos Bank charges 86.3 percent interest on their loans, much higher than the global average for microfinance institutions. Because it is now a commercial bank, borrowers also pay a 15% value-added tax (VAT) to the Mexican government. Thus the clients are paying about 100% for their loans. The interest rate of 86.3 percent more than covers the cost of funds. The reason for this is that CB wants to use the extra revenue for expansion. They have the goal of reaching a million women by 2008.  

Compartamos Bank’s IPO has generated a controversy in the microfinance community.  Muhammad Yunus, founder of the Grameen Bank, and the people in ProMujer International argue that it is wrong to make a profit on poor people.  María Otero, President and CEO of ACCIÓN International, defends her microfinance network by reminding people of the huge risks they took in supporting Compartamos when it was just an NGO (Micro-credit Summit on Mexico). Here is a commercial model of microfinance and a market-led approach to poverty reduction. Compartamos is a pioneer in commercialization of MFIs. This is the trend in Latin America and is promoted by the Inter-American Development Bank and much of the microfinance community.  Richard Rosenberg, of the Consultative Group on Assistance to the Poor (CGAP), a consortium of development groups, argues that interest rates are high because on average Compartamos Bank makes very small loans to many rural women making administrative cost high. Labor costs are also high, unlike in the case of China. Rosenberg claims that this bank is efficient and the high interest rates are largely driven by costs. Below I will present a way to measure efficiency.  

Now that Compartamos is a bank and can take saving deposits, the interest rate should fall due to having funds available internally in the bank. Also competition should drive down the interest rate in time.  Microfinance is more broadly available in Bangladesh and Indonesia than in Mexico, and thus subject to market competition, which has put downward pressure on interest rates (Morduch and Rutherford on India, 2003). In time, then, competition should reduce the rates that Compartamos Bank can charge. (Latin America is seen as ten years ahead of India).   

Rosenberg does question charging poor women now for the expansion of credit access for women in the future. He warns that there is a strong backlash from populist politicians, the media, and social activities. MFIs have to pay attention to the political consequences of high interest rates.  (One social activist at the ITROW conference where I presented the Compartamos Bank as a case study was morally indignant at the high interest rate, which he claimed was exploitative.)

b. Village banking in Mexico: Pro Mujer 


The last case study is a Mexican microfinance institution that makes social interventions, unlike the Compartamos Bank.  But like Compartamos, Pro Mujer International uses a form of village banking, which involves creation of community associations.  Pro Mujer (Spanish for “pro women”) started in Bolivia in 1990, and now has international headquarters in New York City.  In 2002 it set up a program in Hidalgo state of Mexico. It serves about 16,000 women, compared to 600,000 served by Compartamos. They lend only to women.  Their annual interest rate is high: 67%. 


Pro Mujer Mexico (PMM) created 470 community associations with an average size of 20 members.  They use joint liability in lieu of collateral.  They follow the “Microfinance Plus” model, believing that microfinance is not enough to help the very poor climb out of poverty. Poverty is not just an economic phenomenon. There needs to be some additional social interventions for the very poor, such as programs to enhance the health of the poor, empower women, or to provide literacy training. In addition to receiving credit, PMM women work on issues of reproductive health, empowerment of women, and decreasing domestic violence. Their mission is to provide the poorest women with the means to build a livelihood, though microcredit, business training, to provide health care support, and to decrease domestic violence.   According to Morduch, village banking is a costly system of microfinance and has to charge high interest rates.  


In 2006 PMM received a grant from the Bill and Melinda Gates Foundation.  Also in 2006, they signed an agreement with the Social Entrepreneurship Program of the Inter-American Development Bank to expand microcredit for low-income women in the Central region of Mexico: Hidalgo, Queretaro, and in the northern states of Mexico and Puebla. Pro Mujer Mexico has started to expand, but is limited by a lack of resources to grow its portfolio.  It is not operationally self-sufficient, let alone financially self-sufficient. 

II. Lessons drawn from the eight studies in microfinance

I will analyze the role of the level of interest rates in microfinance. I will address the question of when an interest rate is exploitative, and consider the possibly of determining the “just price” of a loan. Then I will discuss the role of adding social interventions to microfinance programs.  Finally, I reflect on the role of NGOs, governments, markets, and the role of the poor themselves in reducing extreme poverty.

1. The importance of having the right interest rate


Consider Table 1: Eight Case Studies in Microfinance.  At the bottom of the table see characteristics of the worldwide microfinance movement that we can use as a benchmark for evaluating our eight programs. Microfinance is serving 100 million people worldwide, and the average interest rate charged for loans is 30.9 percent a year (source: ____).  Another benchmark for judging the eight programs is the Grameen Bank, the predominant global model for microfinance. The Grameen Bank serves six million people and charges an average of 20 percent a year interest on loans. Now let’s look at the programs.

WIF’s clients pay from eight to twelve percent for their loans. WIF can charge a low interest rate because it is a charity, and because it prepares the women for the banks, which reduces the amount banks have to charge. WIF reduces the risk for the banks. I have not yet been able to obtain the interest rate charged by SEWA Bank. On the websites of microfinance programs and institutions, they rarely give the interest rate.

In the case of the Shaanxi Initiative, we see the unusually low interest rate of 2.88 percent charged by the government of the People’s Republic of China. We have seen that such a low interest rate has negative unintended consequences.  It encourages richer households to take loans, and discourages poorer households from repaying the loans that they see as welfare.  The Funding the Poor Cooperative in Henan Province, guided by the Chinese Academy of Social Sciences and experts from donor organization, is charging 16 percent, just a little less than Grameen, on which it is modeled. This Chinese program, with a higher interest rate, has fared much better than the Shaanxi Initiative with lower rate. It has a higher repayment rate and succeeded in raising the consumption of the families of the borrowers (according to Park of the University of Michigan and Ren of CASS in China).


The Small Enterprise Fund in rural South Africa charges 28 percent a year, higher than Grameen, but close to the worldwide average of 30.9.  However, as noted above, this program is not self-sufficient and depends upon subsidies and global donors.  On the other hand, Marang Financial Services in Johannesburg is charging 90 percent a year and is nearing self-sufficiency. This is the highest interest rate charged in the eight cases. MFS gets subsidized funds from the South African government. I do not yet understand why they charge such a high rate.


Pro Mujer Mexico charges 67 percent interest on their microloans, way above the world average, and still they are not self-sufficient. This is preventing them from expanding. Compartamos Bank is charging 86.3% for its loans, but the borrowers must pay 15 % VAT, so they are paying more than 100%, effectively highest rate paid among the eight cases. 

Is the 86.3 % interest rate charged by Compartamos Bank exploitative, as some social activists claim?  Mohammad Yunus of Grameen Bank claims it is exploitative (see Microcredit Summit on Mexico). He wrote that the poor already have enough people exploiting them; they don’t need Compartamos Bank to do so as well. The Pro Mujer International people also claim this is exploitation. This is somewhat ironic in that PMI is charging only 20 percentage points less than Compartamos and still way above the world average.

In economic theory, competition leads to a wage that is equal to the contribution to the value of the product of the last worker hired at the margin.  If the wage is lower than that, it is exploitative, due to some inequality of bargaining power, and thus unjust.  When is an interest rate exploitative?  The interest rate is the price of working capital for micro-entrepreneurs.  By analogy, we can posit that the interest rate should be the value of the marginal contribution to output of the business of that working capital sustains. 

A recent study has shown that in Mexico and in Ghana, the micro-entrepreneur is so capital-starved that with just a little borrowed capital she can expand her business and repay the loan with more income left over for her (cited by Rosenberg of CGAP study of Mexican bank’s IPO). In this case, the price of the loan, that is, the interest rate, is probably not exploitative, as it seems to be equal to the value of the marginal contribution to the output of the business. One estimates the value of the marginal contribution by judging if the revenue coming in is large enough to repay the interest owed and some principal while leaving some margin of profit for the microentrepreneur. Even if the interest rate is 100 percent, if the expanded business earns 200 percent more revenue, then the woman is probably not being exploited. It is possible to exploit oneself, one’s own labor.  One is free to do that. But in the case of usury, or exploitation by lending, it goes beyond self-exploitation. The poor get into debt traps and are forced by circumstances to borrow even though they are being exploited.  This was true in American history for the freed-former slaves who became sharecroppers and indebted to the country store in the South. Peasants in early modern Europe were exploited in this way. Mexican peasants are so entrapped today. Only if the value of the marginal contribution of the new working capital to the business output is less than the interest rate, is the interest rate exploitative. Without this information, one cannot claim definitively that the interest rate is exploitative, or that it isn’t.  It is a market failure when power relations cause exploitation.  One way to judge is to do field work and see the individual borrower, her business, and her family’s standard of living before and after the loan. 


Several studies have shown that the level of the interest rate (even when it seems very high) is less important to the poor than is reliability and convenience of the credit (Morduch and Rutherford 2003 on India). In a USAID evaluation of microfinance in the Philippines, Nimai Mehta found that “the price of credit per se was less relevant than the significant social learning-by-doing that was going on both amongst the microfinance group-borrowers and the lenders, creating responsible participants on all sides” (Mehta on Asia Pacific, email correspondence).


Sally Baden of University of Sussex, UK, gives us some insight into the role of interest rates.

High interest rates in the informal sector are linked to high transaction costs and risk and, in some cases, to monopoly profits.  However, informal sector finance occurs under a wide variety of arrangements, often linked to other market transactions and so encompassing implicit valuation of products and land, which alter the effective interest rate (Baden p. 6, fn. 6).

Microfinance is about making many small loans to many people for micro-businesses. Imagine you are a loan officer. How long would it take to loan safely $1000 to each of three people?  How long would it take to loan safely $50 to each of twenty people? The latter is very expensive, one of the reasons that formal sector banks don’t lend to the poor. That is why one strategy of successful microfinance institutions is stripped-down management.  Perhaps Marang Financial Services has too many managers, which would cause them to have to charge 90 percent interest. 

One way of evaluating the productivity of microfinance institutions is to calculate how many borrowers one loan officer serves.  According to Micro Summit Organization, of all the MFIs reporting to the Mix (data service on MFIs), Compartamos Bank has 197 borrowers per staff person, the highest of any Mexican MFI.  The average ratio in Latin America is 120. This suggests that CB is using stripped-down management and is efficient. If one uses the social assets of the poor by grouping poor women together, one doesn’t need as many managers and loan officers. Stripped-down management is an original institutional innovation of the microfinance movement.  

A basic principle of financial economics is the trade off between risk and reward.  If you are willing to take a risk and take it, you may get a big reward. If you are risk adverse and don’t take a risk, you probably won’t get a big reward.  ACCION International took a huge risk investing in Compartamos NGO microfinance institution before it had proven itself and got a huge reward in capital gains ($135 million, as reported in ACCION Insight No. 23 (June 2007). They are now using to expand into China and elsewhere.

Could some of the profits earned Compartamos Bank be monopoly profits because there are so few microfinance institutions in Mexico? This might be because the government of Mexico is favoring Compartamos Bank helping them earn monopoly profits. According to the International Year of Microcredit report on Mexico, “A small number of MFIs, supported by the government, are emerging as market leaders.  Few Mexican MFIs have the capacity to support microentrepreneurs on a sustainable, non-subsidized basis.”  What is needed is more competition from other microfinance institutions and commercial banks making microloans and getting Mexican government out of the way. Then interest rates should come down.


Recently views on usury in the informal sector have changed. Bell wrote:

Until relatively recently, an influential view of informal sector finance was of a predatory, monopolizing group of usurers, charging exorbitant interest rates and exploiting powerless peasants and workers.  Recently, there has been a shift in mainstream views on informal finance, to focus on questions of risk, uncertainty and information costs as factors explaining high informal sector interest rates (cited in Baden, p. 6).

On the issue of information costs, in the formal sector credit histories are recorded and supplied by firms for the use of banks and other credit-offering institutions.  In the case of the poor, no one is collecting data on their use of credit.  This points to the heart of the mechanism of microfinance: using the social assets of the poor. The poor can supply the needed information because they know each other, know who is trustworthy and who has a good work ethic. Individuals in face-to-face groups care about their reputations. Groups can punish members who are not trustworthy. The innovation of group-lending contracts—be it in the form of solidarity groups, self-help groups, or village banking, is to use the knowledge and solidarity of the poor in a community.  This can reduce the cost of making many small loans to many people and this is what microfinance does.


On the issue of uncertainty, it is often forgotten that just giving poor people access to credit does not insure that they will all be successful. There is much uncertainty and there will be late payments and defaults. The cost of funds and the probabilities of non-repayment need to be taken into account when setting interest rate policy. Using groups of women is a strategy to increase repayment rates and to reduce uncertainty.


This discussion above suggests that there is a critical relationship between the level of interest rates and the economic sustainability of microfinance. In Table 1, we see that Compartamos Bank is serving 600,000 people (98 percent are women). They are charging a high interest rate but they are serving significantly more women than the other programs. Not only is the Bank self-sustaining, it has an interest rate that brings in more revenue than needed to cover their cost of funds. This surplus revenue is used to expand. Is it right for them to charge that high a rate? This is perhaps a questionable practice. However, if the poor women served are earning more than the cost of the interest from their tiny businesses now that they have access to credit, then they are not being exploited. Prior to this, the women were engaged in subsistence agriculture. It could be a win-win situation for the Bank and the borrowers. 

One question arises: if their lending is so profitable, why doesn’t Compartamos borrow from commercial sources to fund its expansion, rather than charging current borrowers?  Perhaps, in this way they could lower their interest rate charge to a level that covers their cost of funds and still be a profitable commercial microfinance institution.

2. Social Intervention Methodology


Now we turn our attention to the trade off between social interventions for very poor women and sustainability of such operations. In view of the social benefits of some microfinance programs, it may be worth it for governments, donors, and NGOs to subsidize them.  Social interventions take many forms.  It can take the form of offering workshops on reproductive health or literacy training. It could take the form of intervention to mobilize women to take their own action to improve their lives. Consider Table 2: Eight Social Interventions. Women’s Interlink Foundation is definitely making social interventions for poor women, with microloans coming only later.  SEWA makes social interventions as a trade union and as a bank.  The Henan Province program in China gave women the experience of solidarity groups, but the Shaanxi Province program did not.  The TCP of the SEF provides experiential learning and self-evaluations for their clients.  The researchers at the University of Witwatersrand created the IMAGE Program of “Intervention for Microfinance and AIDS and Gender Equity” for the very poor of SEF’s TCP.  Marang offers only microfinance.  Compartamos Bank offers only microfinance. Yet, the women do get the experience of being a village bank, that is, a group of women who share liability for loans and work on their business together. That is a form of social intervention. Finally, Pro Mujer Mexico is microfinance plus health education and other social interventions. All this costs money.


Worldwide in the international microfinance movement, there is pressure to reduce or even eliminate social interventions in order to lower costs of programs (Morduch and Rutherford on India, 2003). However, if the social interventions have long-term benefits, this pressure is shortsighted. In an early, but still relevant study, Changing Women’s Lives and Work, Lucy Creevey discusses the role of mobilizing women in microenterprise projects. In her study, in part sponsored by the United Nation’s Development Fund for Women (UNIFEM), she analyzes the impact of microenterprise programs around the world. She looks at “training of women in group organization and management, self-awareness and empowerment to assist them to take charge of their own lives and take a larger role in their economic activities and in their larger communities” (p. 4). Whether such mobilization of women is necessary or useful is a debated issue. However, two of Creevey’s studies, one in Bangladesh with extremely poor women in a coconut product project, and one in India of tribal women working in silk production, vividly demonstrate the usefulness of mobilization women in the context of very conservative societies. 


Mangala Subramaniam makes another compelling argument in her book The Power of Women’s Organizing. Based on her own extensive fieldwork, she shows how a grass roots, community-based program of facilitating the formation of village level collectives called Sanghas, in Karnataka state of India, succeeded in literacy training for rural Dalit women (untouchables). They taught them to read and write. While this is not a case of microfinance, it is a case for organizing and mobilizing women as a strategy of helping them climb out of extreme poverty.    


Helen Epstein and Julia Kim recently report on the Small Enterprise Fund and its TCP in Limpopo Province, South Africa in the New York Review of Books.  In “AIDS and the Power of Women,” the authors demonstrate the benefits of the strategy of using participatory workshops on gender power relations. Women are empowered by participating in these workshops, and in leadership workshops for the women with leadership potential.  The Sisters for Life workshops not only reduced domestic violence in the villages, but also mobilized the women to create their own organizations. They called themselves “Women Supporting Women” and took up grassroots organizing in their communities. 


3. Microfinance and the Millennium Development Goals


The Consultative Group on Assisting the Poor (CGAP) has collected evidence from microfinance programs over time and around the world for each of the UN Millennium Development Goals (Littlefield CGAP Focus Note 24).  On the first MDG, cutting the percent of people in extreme poverty in half by 2015, CGAP cites cases where microfinance is reaching very poor people and on a massive scale.  ASA in Bangladesh and Banco do Nordeste in Brazil are finding low-cost ways to serve the very poor, such as channeling transactions through post offices.  BRAC in Bangladesh is serving people who live on less than a dollar a day. This is achieved by innovations to serve many borrowers per staff member, which counteracts the high cost of making many small loans to many very poor people.


On the third Millennium Development Goal of empowering women, Littlefield and her coauthors cite successes in Nepal, Bolivia, Ghana, Bangladesh, and India—including SEWA Bank of this study. “Access to financial services can empower women to become more confident, more assertive, more likely to participate in family and community decisions, and better able to confront systemic gender inequities” (Littlefield). This evidence comes from surveys taken at the grassroots level. While they applaud the achievement of microfinance, Littlefield, Morduch, and Hashemi, remind us: “No single intervention can defeat poverty…[at the macro-level] People need employment, schooling, and health care”…as well as access to finance (Littlefield note).


Microfinance is one strategy to help very poor people work their way out of poverty and to empower women.  Very poor people need social intervention as well as microcredit because poverty is not just an economic condition. It is also social deprivation. As the historical record of the West shows, the main strategy of lifting whole countries out of poverty is economic growth and job generation. We are seeing this dramatically now in China since the 1990s and increasingly in India.  Until there is a job for everyone, there is room for aiding very poor people to become self-employed in the informal sector by giving them microcredit and social interventions as needed. 

4. The rise of non-governmental organizations


The rise of the microfinance movement over the past thirty years has paralleled the rise of non-governmental organizations (NGOs).  These civil society organizations worked where governments chose not go and where business didn’t want to go. But in the twenty-first century, governments and the private business sector have increasing become interested in lending to the poor.


NGOs, or non-profit organizations as they are known in the USA, use the social assets of the poor to give them access to credit.  They are building social capital in countries across the world. Social capital is the mobilizing the knowledge of the poor to leverage it for material success in microbusiness development.  The best example is India, where there are two million NGOs, that “work ceaselessly to energize the poor” (Bhagwati and Panagariya on India). Civil society is active in aiding the poor, perhaps because governments have not achieved much with their top-down operational style.  Foundations, charities, academics, activists, and grassroots organizers have been mobilizing local communities to work for change in their lives. The contribution of NGOs to the poor is “grassroots learning-by-doing” (Mehta on Asia Pacific).


Governments should help this civil society mobilization or get out of the way. We saw how the Chinese government with its top-down approach did not succeed in microfinance. The Indian government’s historic war on poverty is mainly a welfare approach creating dependence (see Mehta on India). Welfare, unlike microfinance, doesn’t make people self-sufficient. In the case of South Africa, the government is focused on small and medium size enterprises (SMEs) in order to create a black middle class. While this is an admirable goal, it doesn’t help the extremely poor who can only create microenterprises. Small and medium businesses employ wage labor, whereas microenterprises usually consist of only one owner-operator. Recall that the first UN Millennium Goal is to reduce the percentage of people in extreme poverty. Governments are needed to create laws and institutions to help the very poor climb the ladder to economic success.  


III. Concluding Observations

The microfinance movement increasingly approves of the use of markets and the private business sector. What the poor mostly need is jobs and other productive, trade, and investment opportunities, rather than welfare programs. Sometimes the poor do need welfare programs for humanitarian relief, but they are not the way to help them become self-sufficient. Competitive markets are needed to promote efficiency in microfinance and to drive down interest rates. But the private business sector tends to ignore the social needs of the poor. What is needed here is social interventions and mobilization of the poor.  Using an analogy from the agrarian sector, don’t just give the poor food aid; help them improve the yield of their crops and the productivity of their labor.


What is the role of the poor themselves? The Grameen Bank movement has shown that the poor are as entrepreneurial as any class of people.  Mehta was impressed by the tenacity of the poor in making their small funds go a long way (Mehta on Asia Pacific).  India is showing how self-help groups can mobilize women to pull themselves and their families out of poverty. The Small Enterprise Fund and its TCP in Limpopo Province, South Africa, is a model for how poor women and their leaders can self-mobilize to produce transformational change in their communities.  There is as yet no database to support these claims: only the individual program results that have been documented in this paper and in the literature referred to at the end of this paper.


Mainstream economists Baumol, Litan, and Schramm write, “The most important long-run contribution of microfinance is that it has demonstrated how it is possible to enable millions of the poor to reach the first rung on the ladder to economic success.”


Social activists in South Africa write, “Poor people do have the power and the ability to help themselves, but they can’t do it alone” (Epstein and Kim).


If we start with the question of how do we help extremely poor people climb out of poverty, I would argue that we should help by providing microfinance to their women. There are four reasons for this: (1) studies have shown that women spend more of their new income on the family than men do (survey in India by Women’s World Banking); (2) women have higher repayment rates (Morduch; Littlefield; Pitamber on Africa); (3) women are easier to mobilize in groups; and (4) the majority of the very poor are women and their children (Pitamber on Africa).  As my eight case studies show, very poor women need social interventions along with microfinance to mobilize and energize them.


From the point of view of the status of women in the developing world, we should help raise that status and help them gain equity with men.  For some women, access to credit for a business is enough. As for other women--illiterate, barefoot, and pregnant--they need to be mobilized and energized at the grassroots level by activists. 


From the vantage point of the microfinance movement, these eight case studies illustrate the importance of Morduch’s five mechanisms for making the poor bankable: group-lending contracts, dynamic incentives, regular repayment schedules, stripped down management, and flexible savings account.  In his later work, Morduch (on India) de-emphasized the importance of formation of groups and the focus on women.  I think this is a mistake.  


To place microfinance and social intervention in the context of economic development, I turn to the “Operationalizing Pro-Poor Growth” program of the World Bank and British, French, and German bilateral aid agencies, reported in a brief from the Center for Global Development. Microfinance provides the poor access to credit and that is one of four mechanisms to connect the poor to economic growth. The other three are: 1. establishing land rights for them; 2. building infrastructure (building roads to poor villages), and 3. freeing up labor markets (Lucas and Timmer). Social intervention is a way to develop the social assets of the poor. The other three are:  1. health assets that we can help them develop (fighting diseases like malaria and HIV); 2. education assets that we can help them develop (literacy training); and 3. gender equality can be an asset of the poor if we can help make sure that women “have equal access to mechanisms and assets necessary to connect to and benefit from economic growth” (Lucas and Timmer). My study suggests that the liberating power of microfinance that can jumpstart the process of developing the assets of some of the poor and connecting them to growth.

[Comments are welcome on this preliminary report on my sabbatical research.  My email address is: headlee@american.edu]
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Table 2: Eight Social Interventions 

India

Women’s
Forms Self-Help Groups in districts, then links them to banks.

   Interlink
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   Foundation
skills, teaches arithmetic. Works for social empowerment and to



decrease trafficking, domestic violence.

SEWA Bank
The SEWA trade union mobilizes women. The Bank considers the life cycle needs of women. Helps women develop assets.
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Chinese Academy for the Social Sciences; 

the Poor
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But no social intervention beyond credit. 

Pro Mujer
 Village banking, Groups of 20, Communal associations, neighborhood 

Mexico
centers, empowerment, reproductive health, domestic violence prevention and business development

Worldwide
Pressure to reduce social interventions

References 
General

Altman, Daniel. “Thinking Small and Still Lending,” International Herald Tribune 2.13.08, p. 11.

Baden, Sally (1996) “Gender Issues in Financial Liberalization and Financial Sector Reform,” BRIDGE Report no. 39. Brighton: University of Sussex. www.bridge.ids.ac.uk/re39c.pdf (Accessed 8.16.07).

Baumol, William J., Robert E. Litan, and Carl J. Schramm (2007). Good Capitalism, Bad Capitalism and the Economics of Growth and Prosperity. New Haven: Yale University Press.

Center for Global Development. www.cgdev.org
Creevey, Lucy (1996). Changing Women’s Lives and Work: An Analysis of the impacts of Eight Microenterprise Projects. For UNIFEM. London: Intermediate Technology Publications.

Floro, Maria Sagrario, Professor of Economics, American University, Washington, DC. Email correspondence. 

Institute for Teaching and Research on Women, Towson University, Towson, MD. www.towson.edu/itrow
International Year of Microcredit 2005.  www.yearofmicrocredit.org
Littlefield, Elizabeth, Jonathan Morduch, and Syed Hashemi (January 2003) “Is Microfinance an Effective Strategy to Reach the Millennium Development Goals?” CGAP Focus Note 24.   www.cgap.org  (Accessed 2/9/08).

Lucas, Sarah and Peter Timmer (2005) “Connecting the Poor to Economic Growth: Eight Key Questions.” CGD Brief (April). www.cgdev.org  (Accessed 3.3.08).

Microcredit Summit Campaign. www.microcreditsummit.org
Microfinance Information Exchange, Inc. The Mix.  www.themix.org
Morduch, Jonathan (1999), “The Microfinance Promise,” Journal of Economic Literature Vol. XXXVII (December), pp. 1569-1614.

Otero, Maria. President, ACCION International. Email correspondence.

Peterson, Janice and Margaret Lewis (Eds.) (1999). The Elgar Companion to Feminist Economics.  Cheltenham, UK: Edward Elgar.

Simone, Andre. Foundation for International Community Action (FINCA). Email correspondence. 

Traub, James (2008) “Putting stardust to good use,” International Herald Tribute (March 8): 15-16.

United Nations Development Programme. www.undp.org Data: http://hdr.undp.org/hdr2006/statistics
United Nations Millennium Development Goals data: http://unstats.un.org/unsd/mdg/Data.asppx
Women’s World Banking.  www.swwb.org
World Bank Group. www.worldbank.org Data: http://devdata.worldbank.org
Yunus, Muhammad. (1999, 2003) Banker to the Poor: Micro-Lending and the Battle Against World Poverty. New York: PublicAffairs.

_______________. (2002) “Grameen Bank II: Designed to Open New Possibilities.” www.grameen-info.org/bank/bank2.html (Accessed 2.21.08).

Asia Pacific Region

Fernando, Nimal A. (2007), “Low-Income Households’ Access to Financial Services: International Experience, Measures for Improvement, and the Future,” Manila: Asian Development Bank. www.microfinancegateway.org and www.adb.org/microfinance
(Accessed 12/1/07). 

Mehta, Nimai M. USAID-Mercatus grassroots study of microfinance in the Philippines (email correspondence). 

Seki, Akira (2000). “The Role of Central Banks in Microfinance in Asia and the Pacific.”  Volume 1 Overview. Manila: Asian Development Bank. www.adb.org (Accessed 1.29.08).

India

The following references come from the January Institute—Women, Leadership and Community, sponsored by the Institute for Teaching and Research on Women, Towson University, Maryland, USA in collaboration with the Women’s Studies and Development Center, University of Delhi, and the Center for the Study of Developing Societies, January 5 through 12, 2008, at India Habitat Center, New Delhi, India.

Kishwar, Madhu, Editor, Manushi, Center for the Study of Developing Societies, Opening Inaugural Address, 1.5.08.

Basu, Aparna. Emeritus Professor of History, University of Delhi, Keynote Presentation on the History of the Women’s Movement in India, 1.5.08,

Deo, Nandini, graduate student at Yale University, Panel Presentation on “The Indian Women’s Movement: Do’s and Don’ts,” discussion with author 1.12.08. 

Mitra, Aloka. Chairperson of Women’s Interlink Foundation, of Kolkata, Keynote Presentation on Micro-Credit at conference and interview by author 1.12.08 and email correspondence.

Sharma, Jaya and Subhalakshmi Nandi, Nirantar, A Center for Women and Education, Keynote Presentation on Micro-Credit at conference 1.12.08.

Singal, Savita. Professor, Department of Family Resources Management, College of Home Science, Haryana Agricultural University, Haryana, India.  Interview by author 1.5.08, 1.9.08, and 1.12.08.

Other references for India

Bhagwati, Jagdish and Arvind Panagariya. “Great Expectations.” Wall Street Journal 5.24.04.

Mangala, Subramaniam (2006). The Power of Women’s Organizing: Gender, Caste, and Class in India.  Lanham, MD: Rowman and Littlefield.

___________________, Manusha Gupte, and Debarashimi Mitra (2003).  “Local to Global: Transnational Networks and Indian Women’s Grassroots Organizing” Mobilization: An International Journal 8 (2): 253-270. 

___________________. Email correspondence.

Mehta, Nimai. “The Politics of Dependency,” on the electoral upset in 2004, email attachment from the author.

Morduch, Jonathan and Stuart Rutherford (2003). “Microfinance: analytical issues for India.” www.nyu.edu/projects/morduch  (Accessed 2.21.08).

SEWA Bank: Self-Employed Women’s Association in Ahmedabad, Gujarat.  www.sewabank.com
Women’s Interlink Foundation in Kolkata, West Bengal. www.womensinterlinkfoundation.org
China

Park, Albert and Changqing Ren (2001) “Microfinance with Chinese Characteristics,” World Development, Vol. 29, pp. 39-62, 2001.

Park, Albert, Changqing, Sangui Wang (2003), “Microfinance, Poverty Allieviation, and Financial Reform in China,” Paper presented at Workshop of Rural Finance and Credit Infrastructure in China, in Paris, France. Copy obtained from the author.

Park, Albert, Professor of Economics, University of Michigan. Email correspondence.

Ren Changqing, Research Fellow, Rural Development Institute, Chinese Academy for the Social Sciences, specialist on rural credit cooperatives and microfinance. Email correspondence forthcoming.

Sub-Saharan Africa

Pitamber, Sunita (2003), “Factors Impeding the Poverty Reduction Capacity of Micro-credit: Some Field Observations from Malawi and Ethiopia,” Economic Research Papers No. 74. Abidjan: African Development Bank. www.afdb.org (accessed June 2007).

South Africa

Baumann, Ted (2001), “Microfinance and Poverty Alleviation in South Africa,” Muizenberg, South Africa: Bay Research and Consultancy Services. www.cmfnet.org.za (accessed 9/13/07).

Bay Research and Consultancy Services (2007), “The Pro-Poor Microfinance Sector in South Africa,” Johannesburg.  For the Finmark Trust. www.cmfnet.org.za (accessed 9/13/07).

De Wit, John, founder of Small Enterprise Foundation. Email correspondence.

Epstein, Helen and Julia Kim. (2007) “AIDS and the Power of Women,” New York Review of Books (February 15): 39-41.

Hirsch, Alan (2005). Season of Hope: Economic Reform Under Mandela and Mbeki. Scottsville, South Africa: University of KwaZulu-Natal Press.

Kim, Julia C., Charlotte H. Watts, James R. Hargreaves, Luceth X. Ndhiovu, Godfrey Phetia, Linda A. Morison, Joanna Busza, John D.H. Porter, and Paul Pronyk (2007), “Understanding the Impact of a Microfinanced-Based Intervention on Women’s Empowerment and the Reduction of Intimate Partner Violence in South Africa,” American Journal of Public Health (October) vol. 97, no. 10.

Kim, Julia, researcher at School of Public Health, University of Witwatersrand. Email correspondence.

Marang Financial Services, Johannesburg. www.cmfnet.org.za/Marang.htm
Naidoo, Sharda (2002) “Balancing Sustainability with Service to the Poorest of the Poor,” Changemakers Journal (May).

Naidoo, Sharda. Development Economist, Email correspondence.

Pronyk, P.M., J.C. Kim, J.R. Hargreaves, M.B. Makhubele, L.A. Morison, C. Watts, and J.D.H. Porter. (2005) “Microfinance and HIV prevention—emerging lessons from rural South Africa,” Small Enterprise Development Vol. 16 No. 3 (September): 26-38.

Pronyk, P.M., J.R. Hargreaves, J.C. Kim, L.A. Morison, Godfrey Phetia, C. Watts, Joanna Busza, and J.D.H. Porter (2006) “Effect of a structural intervention for the prevention of intimate partner violence and HIV in rural South Africa: results of a cluster randomized trial.”  The Lancet Vol. 368.   

Radinku, Yvonne, former head of Marang Financial Services. Email correspondence.

Small Enterprise Fund, Limpopo Province. www.sef.co.za
Latin America

Berger, Margarite, Lara Goldmark, and Tomás Miller-Sanabria, (Editors). (2006) An Inside View of Latin American Microfinance. Washington, DC: Inter-American Development Bank.

Dore, Elizabeth (Ed.). (1997) Gender Politics in Latin America: Debates in Theory and Practice.  New York: Monthly Review Press.

Escobar, Alejandro, Microenterprise specialist, Inter-American Development Bank, email interview alejandroe@iadb.org
Floro, Maria, and John Messier. “Is There a Link between Quality of Employment and Indebtedness? the Case of Urban Low-income Households in Ecuador.” manuscript provided by the author. Supported by UNIFEM-Andean Region.

Luna, Elba, and Maria Victoria Sáenz (2005). Micro Impact with Micro Money: 25 Years of Support to Microenterprise. Washington, DC: Inter-American Development Bank.

Wenner, Mark, Microenterprise and rural financing specialist. Inter-American Development Bank, email interview.

Witkowwhi, Dieter, Senior Microenterprise specialist, Inter-American Development Bank, email interview Dieterw@iadb.org
Mexico

ACCION. “The Banco Compartamos Initial Public Offering.  ACCION InSight No. 23 (June 2007).  www.accion.org/pubs  (accessed 10/7/07).

International Year of Microcredit (2005). www.yearofmicrocredit.org  Mexico report. (Accessed 8.24.07).

Microcredit Summit. “Compartamos IPO: Microfinance Doing Good, or the Undoing of Microfinance?” Microcredit Summit E-News, Vol. 5, Issue 1 (July 2007).  www.microcreditsummit.org/enews/2007  (accessed 11/22/2007).

Pro Mujer Mexico www.promujer.org
Rosenberg, Richard (2007) “CGAP Reflections on the Compartamos Initial Public Offering: A Case Study on Microfinance Interest Rates and Profits.”

www.microsummit.org/enews/2007  (accessed 10/22/07).

Varga, Javier, Director, Pro Mujer Mexico. Email correspondence.

PAGE  
44

