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' GUMMARY

Based on available evidence concerning rural women's economic
condition and the experience of successful credit programs for women,
this paper attempts to provide guidelines (or 1essons? for improving
rural women's access to credit. They are summarized below along with
some pertinent facts about rural women's productivity. The last section

of the paper identifies six priority questions for research.

1. Women use and need credit to raise their productivity and increase
their individual and family income.

2. Women are heavily engaged in subsistence and market prdduction,'
both on and off the farm. '

a. Women engaged in subsistence activities can use credit to
make home production more efficient and/or commercialize
household tasks. This will bring both direct jncreases in
productivity and income and indirect increases by releasing
women's time for income generating work.

b. Credit to increase women's market productivity can lead to
direct increases in household income.- Credit for off farm-
production can provide households with more flexibility in
coping with landlessness and the instability of agricultural
income.

3. “pProviding rural women with access to credit can lead to increases
in productivity and household income.that would otherwise not
occur. This is because: - ’

a. Given the sexual division of labor predominant in rural areas,
. credit programs designed to raise productivity of economic
_activities ascribed to men will not reach those activities
- ascribed to women.

b. In rural areas an increasing number of households are de facto

. headed and farms are de facto managed by women. Credit to
women will raise the productivity of farms and the income of
households left otherwise nyntouched" by credit directed ‘to men.



From the experiences of successful programs we have learned the

following:

4. Women's active participation in informal borrowing systems

10.

1n.

demonstrates their experience as borrowers, their willingness
to take risks as well as their ability to assume the responsi-
bilities.of repayment and to use credit for investment in
productive activities.

Women's involvement with informal credit systems is evidence

of their "credit-worthiness" but it does not necessarily mean

that informal systems are fully meeting their credit needs.

The generally high interest rates and limited amounts of

capital available through these systems constitute considerable .
constraints on productive investments. '

." Unfortunately women's access to capital is typically restricted

to informal sources due to the following obstacles which limit
their access to modern systems of banking and credit:

a. Women often lack the forms of collateral required by formal
institutions. '

b. Often the size, terms and repayment schedules of available
joans are inappropriate for women's economic activities.

C. Formal settings and literacy requirements also present

barriers to women's participation in modern banking systems.

. Women specific credit programs have been effective in overcoming

procedural and social obstacles women traditionally encounter in
mixed credit programs. ’

Lending to groups has proven an effective means of providing

~credit to women wio share specific social/cultural characteristics.

. Women's cooperatives and banks pléy an important intermediary

role between women without access to credit and traditional.
banks. They provide women a record of credit worthiness they
can later take to banks. -

Provision of credit to women for productive activities in which .
they have had previous experience has,proven,successfu], '

Provision of credit to women has proven an effective means of
transferring productive activities from the non-market to
market economy. S o - o

i,



2.
5.

.

i

Repayment rates Without collateral. can be reliable. -

Frequent small jnstallment payments have increased repaymentzx

rates because they keep money from being used elsewhere.

Women have been shown to save if saving has been a fequiremehtv
of credit. This demonstrates the capacity of women to play a -

~role in the mobilization of rural savings for investment.



. "The Euro- Amer1can tendency to attribute the concern with agricul-
tural production (with food before it leaves the harvest field) to men
and to attribute the concern with food after it leaves the harvest field
to women led to the dual assumption that scientific agr1cu1ture was a
male field and scientific food knowledge (food preservat1on, nutrition,
child rearing, and home management) was a female field. This seemed to
be a step in the right direction when it first was developed in the
United States and initially was spread around the world through technical
agr1cu1tura1 schools for males and home economics schools for females.
fctually its effects have beei disastrous. "

Margaret Mead
(1n 1. Tinker & M. Bo Bramsen, eds.

women and World Development. o
Washington, D.C.: Overseas Development
Counc11, 1976, p 10)
PES \' .

-

e

Th1s part1cu1ar view of rea11ty has helped def1ne prior1 the sex
_of those who wi]] benefit from spec1f1cserv1ces provided by rura] develop-
~ment efforts._ Men have access to. agr1cu1tura] extens1on, 1ivestock érograms,
'cnd cred1t WOmen receive home economics ‘and nutr1tion 1nformation.,~The-
_pract1ce is w1despread throughout the rural" Th1rd world and has been
documented 1n countr1es as d1verse as Kenya (Pa]a, 1975, Staudt, 1978),
i Bangladesh (Ze1denste1n, 1979), Co]omb1a (Ceboratev. 1976) and Honduras

(Buv1n1c, 1378)

A Homen, however, want and need cred1t and 1n many cases a\ready use:
jt;; Homen s want for cred1t has been recorded by Huston 1n her 1nterv1ews
.w1th -women 1n s1x countr1es (1979) and by AID' s Reg1ona1 Econom1c Development
B Serv1ces,0ffyce, West Africa, in 1nterv1ews W1th womer 1n Upper Vo]ta

(USAID, 1978).



women s need for cred1t has been reported by many,'dnc10ding‘Sheffier,

for El Sa]vador and Costa Rlca (1979), Pala for Kenya (1975) and, perhaps
“most poxgnant\y, Tend]er for Brazil (1979) She observed home economists
_(fpromotoras“) part1c1pat1ng ina rura] development proaect in the North-

‘east 1ending their own mon_y_to he]p rura] women increase the productwv1ty:

of their cottage industries. This paper first examines why women need
credit and what kind of cred1t mechanisms they use. It then exam1nes
obstacles women face in attaining access. to certain sources of- cred1t and
describes successful credit programs for women. The paper ends wtth some
Tessons and suggestions for the design of future.credit programs to reach
rural women. Some of these suggestions are a]so app11cable'to»the design
of programs for men. Because rural women share w1th men the cond1t1ons
of poverty, they also share many of the obstac]es 1n obta1n1ng cred1t. |
 This paper, however, emphas1zes those factors that affect women and men

| 1fferently and that trans]ate into - lessons and gu1de11nes wh1ch are sex

spec1f1c

1. why Do Women Need Cred1t? w0men‘s.ContriBOtion“tO‘Rura1fProdUctfvity

- and Family Welfare

Rural women need cred1t for the same reasons that rura] men do to
increase the family's 1ncome throuoh expanded product1on and 1nvestment
and to jmprove the fami]y S we]fare through 1ncreased consumpt1on

Ra1s1ng the fam11y s jncome by 1ncreas1ng men s product1v1ty;and
income v1a credit and technical ass1stance--the‘“tr1cL1e dovm"

" development approach app11ed to women and other family memberse-ignores



aitogether the growing'numbers of househo]ds headed by women. Figure 1
shows estimates of such househoids for a sample of Third World countries.
Economic deve]opment both has stimulated male: labor migration and weakened
traditional support systems for women "Teft behind" in the village. The
.'economic activities of women become jncreasingly important as they become
heads of households and farm managers. For instance, in 1975, in the
Kakamega District of western Kenya, 40% of the househo]ds sampled were
headed by women farm managers. Most of these managers were women “left
behind" by men migrants. (Staudt, 1975- 76) Figure 2 depicts the sex
composition of rural migrants by age groups for selected African countries.
The clearly male dominated rural outmigration in the working age groups
reveals the significant proportion of women who stay or are
left behind in the rural-areas. While statistics are not yet'availabie;
it is a well accepted fact that the number .of - women de facto farm managers,
as well as. laborers, has increased dramaticaliy in those Asian and Middle
Eastern countries that are exporters of (male) labor to the 0i1 fields.
."Credit to male farmers will not help raise the incomes of families-
Without adult men nor will it be very. effective in families where men are'

absent for extended time periods (espec1a11y Since credit timelines, is

important)

Women have been and continue to be heavily involved in7rura1~pro4
ddction. They need credit to increase their productiVity and income as
much as:rural development schemes need to improve women's productiVity
(through access to training, techno]ogy, and credit) given the objectives
"of economic growth in rural areas and the a]]eViation of rura] poverty

Ba]anced_economic growth cannot take p]ace in rural areas without improving.



the economic contr1but1ons of both men and women s1nce the1r product1v1ty
generally is 1n d1fferent economic areas. Men and women tend to perform

similar work on]y 1n very pr1m1t1ve (horticultura]) and very advanced -

(industrlal) economies. In most rura] economles today there are c1ear '

d1v151ons of labor by sex. ' f )

a) - Prov1s1on of credit to raise output and transform non-monetiaed
act1v1t1es-—both on and off the farm--to the monetized economy is an:
“accepted rural deve]opment strategy Rura] women are prlme candidates
for this cred1t as they are heavily 1nvo]ved in subs1stence product1on

both on and off the farm.

"off the farm," as part ot their domest1c act1v1t1es (home productlon),
_rura] ‘women undertake a wide range of tasks ". wh1ch produce goods and |
'services for househo]d consumption that need’ not@n‘cannot) be purchased

, 1n the market. In rural Africa, approx1mately 90% of the 1abor 1nputs

in carrylng water, co]]ect1ng fuel, and process1ng foodstuffs is female
(Ahmed, 1978). Agr1cu|tura1 storage and processing of gralns for con-
sumpt1on is an exc]us1ve female act1v1ty in a sample of rural househo]ds |
in the h1gh1ands of Peru (Deere, 1978), in Nicaragua (G\l1esp1e, 1977) and
in Senegal (Yac1uk 1978) The t1me spent by women process1ng grains is

‘approx1mate1y f1ve hours per day in-Senegal and 1 4 hours per ‘day in

Nicaragua; When econom1c value is 1mputed to the time spent in home

product1on act1v1t1es in- rural househo]ds in the Phi]ipp1nes, women and

ch1ldren contr1bute appreciab1y more than fathers to the househo]d s fu11

income (Qu1zon and Evenson, 1978) F1gure 3 summar1zes these f1nd1nos..e
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Figure 1. Percentage of "' Potential’’ Heads of Household
' who are Women in Selected Countries

BOTSWANA (1971) J45

PANAMA (1970) a0

HONDURAS (1974) |26

MOZAMBIQUE (1970) |25

INDONESIA (1971) |23
“MOROCCO (1971) |22

PERU (1972) |19

“INDIA (1961) |19
"KENYA (1969) |19

Seiected
Countrigs *TUNISIA (1966)J18

*THAILAND (197ﬂ| 18

"BRAZIL (1970) |18
“IRAN (1966] |16

*CUBA “97°L| 16

75] *PHILIPPINES (1970)

15] *ECUADOR (1974)
[ 1] "VENEZUELA (1974) -
j ‘KUWAIT (1970):
— 70]*NEPAL (1971).

L S SR TR B

o ~10 20 30 - 40 50 - 60
' - Percentage ' o ’

*Single miothers are not included as data were not available.

NOTES: The magnitude of households that might be headed by women was

- defined by the percentage of ‘potential’’ women heads to ‘‘potential”

‘total household heads. “potential’’ women heads of household include

all women who are widowed, divorced, separated or single mothers.

**potential’’ total household heads include **potential’’ women heads of
household plus men over the age of 20 who are not single.

Data were obtained from national censuses Or U.N. Demographiz
Yearbooks. Dates for the different data analyzed are given in
parentheses in the figure. ‘

SOURCE: Buvinic’ Mayra, and Nadia H. Youssef. **Women-headed House¢-
holds in Third World Countries: An Overview.’’ Paper presented at the
International Center for Research on Women Workshep “Women in
Poverty: What Do We Know?'’ Belmont Conference Center, Elkridge,
Md.. April 30-—May 2, 1978 (Table 2).

i
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Figure 2. Deviations of the ‘‘Observed’’ Ru'rél Female to Male Ratio from tﬁe
*Expected’’ Female to Male Ratio for Africa by Country and by Five Year Age Groups.

Deviations from expected
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Source: Rural Pupulation data for the ~observed” sex ratios were obtained from the UN Demographic Yearbook, 1976. Daie noted for
cuch country refers to year daia were collecied. Data for the “expected”” sex ratios were derived from the U.S. Bureau of the - -
Census estimated life 1able values. :

' Note: Positive deviations from the “expected” sex ratio indicate male dominated rural out-migration (MMI); negative deviations
reveal female dominated rural out-migration (FMI). .



Figure 3.

‘Mélr'ke't Ihcome':ahd Full Income for Family Members,
- " inguna;'Philipp'i‘n,es,a=1975-76 o -

Average

-per year

5,000 —
4.500 |- - 4,435
4,000 |— :
3,500 3,334
3,000 —
2,500 |—
1 2,000 [~
1,500 |—
1,000 |—

mcome

n pesos* :
P Market Income

: = Full Income

‘ 4,002

1,301

500 —

" Father Children

*l'n‘ 1975 the rate of exchange was about 7.4 pesos to U.S. $1.00.°

NO

TES: Market income is the value of market production. Fullincome is the
total value of both market production and home production. Children’s

" full income includes time spent in school. Excluding it, children’s full
 income is equivalent to 3362 pesos per year. '

SO

The data are based on direct observations of a random sample of 99
rural households in Laguna in three separate 24-hour visits overan eight
month period. '

URCE: Quizon, Elizabeth K. and Robert E. Evenson. “'Time Allocation
and Home Production in Philippine Rural Households.’’ Paper presented
at the International Center for Research on Women Workshop on
"Women in Poverty: What Do We Know?,” Belmont Conference

| ;_C‘énie'r, Elkridge, Md., April 30—May 2, 1978 (Table 9).



'Attr1but1ng economic value- to act1v1t1es on. the bas1s of a one- to -one
‘correspondence between | time and money can. be quest1oned Nhat cannot
be questioned, however, is the 1nord1nate amount of time and,effort
hwomen spend in household product1on.

Ma1n tasks ahead for rural: deve]opment efforts are the 1ntroduct10n
:of 1abor saving technologies to make home product1on more. eff1c1ent (wh1ch
f"w111 re]ease women's time for: 1ncome generat1ng act1v1t1es) and labor
us1ng technologies to commerc1a11ze househo]d act1vit1es. Nomen need
‘ access to cred1t both to acqulre these technolog1es and to benef1t from
(or control) the econom1c returns of the newly monet1zed household
act1v1t1es.. | | o

"On the farm, the centra] role women p]ay in subs1stence agr1cu1ture

3 1n Afr1ca 1s we11 known. Up to 80% of subs1stence farming 1n Kenya and

f almost a]] 1n Gabon is in: the hands of women. In rura] Pak1stan women
_‘are in charge of tend1ng an1mals and of ‘the agr1cu1tural work wh1ch can

| be done inside the family compound (Ashraf, 1977) Nomen s part1c1pation_
in subs1stence crops in Latin Amer1ca and As1a 1s less centra] but st111

.'qu1te s1gn1f1cant In Nepa], both women “and men - devote one th1rd of thelr

14 to 18 hour day to farm 1abor (Ahmed, 1978); in Peru women deyote

-'s1gn1f1cant1y 1ess t1me than men to agricultural tasks but aésumefma1ﬁ~'

\respons1b111ty for tend1ng the an1mals (they spend 38 hours ‘per. week in

'th1s Job, Deere, 1978)

1/ ‘The art1f1c1a1 distinction between the househo]d and the farm, pointed

out by David and Meyer (1979) in their review of evaluation stud1es on the
impact of agricultural loans, becomes obvious when describing women's
activities. Are the storage and/or process1ng of grains household or farm
activities? A compelling hypothesis is that these activities are not seen
as farm or agricultural tasks because they are female rather than because
they are post-harvest tasks and locationally occur "off" the farm.



The 1nst1tut1onal biases: that have. channeled cred1t pr1mar1ly toy
large comnerc1a1 1andhold1ngs leave Afr1can women w1th few cap1ta1 |
resources and few benefits ot techno]ogy and development. The result
7h§§;?§¢" not on1y a w1dening gap 1n income between African men and
women'but also a s1gn1f1cant increase in the probability of nutr1t1ona1-
| def1c1enc1es 0ne of the s1x factors identified by Achola Pa]a.Okeyo as
'affect1ng Kenyan women. and men differently and shap1ng the1r reactions
to“1nnovat1ons 1s women's d1ff1cu1ty to have access to credit. |

' | b) Rura] cred1t is also used to 1ncrease the productivity and
income of those a]ready part1c1pat1ng in market production. Loans are
'grantedfto incorporate labor as wel] as capital 1ntens1ve techno]og1es
m'in'farms and to develop a1ternat1ve off-farm sources of income genera-
‘t1on and employment.- The d1vers1f1cat1on andcommerma11zat1on of- the -
‘frural'economy is- part1cu1ar]y 1mportant for the welfare of rural
<fam111es given the increasing numbers of smal] and landless farmers in
"hthe Th1rd Norld For instance, wh11e 1n Pak1stan 48% of farm fam111es
| 11ed on secondary sources of. 1ncome from non-farm act1v1t1es wh1ch
.ffcontr1buted £3% ‘of the total househo]d 1ncome, 70% of the sma]] and
vlandless fam1|1es undertook non farm work wh1ch contr1buted 39% of the
ffhousehold 1ncome (WOrld Bank, January 1978) Contrary to what many
-f bel1eve, rural women a]so are heav11y 1nvo]ved in market act1v1t1es,
"on and off the farm and ‘as men, they a]so save and 1nvest |

'"On tne .farm.’ Recent evidence shows gross underreport1ng of .

S women S part1c1pat1on 1n agr1cu1ture 1n convent1ona1 .censuses and



'employment stat1st1cs. The 1nterchangeab1e roles of rura] women as’
.housew!ves and ga1nfu1 workers and the seasonal1ty of the1r agr1cu1tura1
vork are two reasons- contr1but1ng to th1s underreport1ng In Latin
:5mer1ca, field work in 001omb1a, Brazil and Honduras reveals significant
undercounting of womeg agricultural wage 1aborers (Deere, 1979; Lewin,
1977; Buvinic, 1978).  Women- agricultural wage laborers also. are reported
‘in Asia, where traditionally both men and women have worked 1n subsistence
and in cash crops. In Japan 70% of all agr1cu1tura1 work is performed by
women, in Thalland women p]ough and men, transp]ant the r1ce (whyte and
ﬂwnyte,~1978). | ‘ ‘ | |

S Afrlca js.also showing some ev1dence of th1s new work1ng role for
vwomen. Not surprisingly, women farm managers and wage 1aborers are

| be1ng reported for those countr1es w1th heavy ma]e rural outm1grat1or.
| In Z1mbabwe, Rhodesia, while the census reports BU% of the women as
'?econom1ca1ly inactive, sex ratios ot working hours in agrlculture between
A‘October to September {ploughing. to harvest1ng) obta1ned by a survey
showed that women contr1buted 72% of all working hours to crop product1on
.VLFSUS 56% by the men (Muchena, 1979) Nh11e Afr1can women nowadays
se]dom hold 1nd1v1dua1 1and ownersh1p t1t1es, they 1ncreas1ng]y are’
rbecom1ng de facto managers of sma]] farms.u

‘>A10ng w1th their male counterparts, women . smal] farmers need access‘
”to¢agricu1tura1 credit. They are, however, prone to exper1ence more

obstacles than men farmers lnlobta1n1ng cred1t. For one th1ng, they

2/ For instance, based on interviewers with farm owners in the Western
Region of the Honduras, it is estimated that in 1974, 11,640 women worked
as wage laborers in the tobacco and coffee crops. The 1974 census, fowever,
~.indicates that only 642 women ‘worked in agriculture (Buvinic, 1978).



seldom own land, an accepted form of coTTateraT ~ They also have unequal
access to ‘extension services which provide information on and techn1ca1
assistance in obtaining cred1t As agricultural laborers, many other
women in rural areas also need access to’ sav1ngs and - Toan 1nst:tut1ons
(formal and informal). The expansion of saving 1nst1tut1ons pro»1d1ng
~innovative investment opportunities for the local saver is an accepted
deve]opment strategy to prov1de internal, broad based sources of capital
for investment in economic development (see V. De Lancey, 1977). Access
o these institutions will help mobilize women's rural savings for °

credit programs.

{ “Off the farm," rural women's 1nvo]vement 1n 1ncome earn1ng act1V1t1es

is pervasive throughout the Third World. In fact, Javanese women's .
trad1t1ona1 involvement in income produc1ng act1v1t1es outs1de of r1ce -
cu]tivat1on led Collier et al (1973; cited in Sto]er, 1977) to pose that.
' 'they are better equipped than the men to deal with situations of increasing
landlessness. This 1s supported by stoler (1977), who f1nds that femaTe
.1ncome contributes one-third of the total income of landTess (less than
0.2 hectare) households but Tess than 15% of the tota] 1ncome of farm
househo lds. o o ; | ‘ o
Throughout Asia, A1r1ca, and Lat1n Amer1ca women 1n ruraT areas are
the traders and sma]] merchants and are act1ve1y 1nvo]ved 1n cottage _
industries. The maJor1ty of the vendors 1n Lat1n Amer1can smaTT markets
(both those who have f1xed sta]ls and, those who come 1n to seT] the farm

produce da11y) are women (see, for 1nstance, Bunster, 1978) They surv1ve



t on 1oans from moneylenders and seldom have access to 1nst1tut1ona1 sources
| of-cap1ta]. Recently, cred1t programs to market women were set up in

Nicaraguav(Caste110, 1979) and. E1 Salvador (Blaney, 1978) Both achieved
high success rates demonstrating market women 's cred1t worth1ness and the

value of credit in -increasing (women's) productlvity

I1. .women s Access to Indigenous versus Modern Systems of Credit

~ The-high participat1on of women in jnformal credit markets has been
'documented in most Third World countries. .The experience of women pay1ng
the generally higher informal interest rates compared to commercial
:interest rates demonstrates their ability to afford formal credit. However,
women ~continue'to.borrow, invest, and save largely outside of the
modern hankino'systems. Why? Two maJor factors restrict womenos'access
to forma] credit more than men's. They are related to women's lack of .
.control over economic resources and the nature of their economic act1vities.

.T, A maJor hurdle for women is collateral when 1t is requ1red in the

form of. a house, land, or other property In a maJor1ty of Th1rd World

| '»countr1es property, part1cu1ar1y 1nd1v1dua1 1and titles, is in the 1ame of

'the ma]e “head of household." His s1gnature is often requ1red, making
Hwomen 3 1ndependent access to cred1t 1mposs1b1e Where businesses are
‘accepted as’ co]]ateral, women may not be cons1dered good- creoat'risks
because they are engaged- predom1nant1y in small scale enterpr1ses in the
1nforma1 sector and may not have documentation of formally reg1stered busines
| 'z.' The second major obstac]e 1s tnat many formal credit institutions

fdo noi have_programs that are respons1ve to the types of work done by
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women. The size and terms of loans as well as the repayment schedulos
-may be inappropriate for women. Banks will not Tend amounts that are
small enough for the.capital needs of women and w111 often requ1re
larger minimum saving deposits than those women can easily make. In
many systems, the repayment regu]ations'are-inappropriate'in frequency
and duration to WOmen's’needs.v Because they fear'the'money will be
used elsewhere, many women prefer to pay back loans with frequent small
depostts. In come cases, loan terms are designed to accommodate agri-
cultural cycles which may be 1nappropr1ate .to. women engaged in off -farm:
act1v1t1es or agricultural activities which d1ffer from those of . men.
" Social customs also'often restr1ct women 's part1c1pat1on in modern

fcredit systems. Many_cred1t cooperatives are not open to-women, at -
least not»uitn0ut their husband;s signature; even if legally accessible
to wohen; social custom-may bar their participation in sexually mixed
groups. Add1t1ona11y, rural women share with their male counterparts
.common problems such as dealing with paperwork understand1ng comp]ex
regu]at1ons and’ unfam111ar-procedures and lack of physical access.to
the credft'fnstitutions; 'The.predominance of WOnen among i11iterates{-
.further restr1cts their access to modern cred1t systems. o

Nomen s 1nd1genous borrow1ng systems In the absence of forma]

cred1t 1nst1tut1ons or when these 1nst1tut1ons cannot serve them,- -’r~

women are accustomed to tak1ng 1nforma1 credit from a variety of sources
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L;including relatives, moneylenders and pawnbrokers, wholesalers and.

middlemen and self-initiated rotating assoc1at1ons

v.'Relatives. he 1mportance of relatives as. ‘sources of- credit for
women is widely acknowledged. Nomen in Bangladesh borrow rice from
richer relatives to tide them over the last months before a harvest.
_Payment is generally in kind and, although no formal interest is
~charged it is usually-implicit in the: value at which these goods are
, priced In some cases, the borrowers are obliged to render a future
'unspecified serv1ce to the lender (Abdullah, no date). Filipino women
also borrow small amounts of rice from relatives for consumption
between planting and ‘harvesting (Ledesma, l977) and Kenyan women at .
'times get their start in business with loans from relatives (Pala, l979)
Because the availability of such loans depends on the ‘resources and
;~goodwill of relatives, not everyone in need can count on them.

Moneylenders and pawnbrokers. This type of borrow1ng is at least

;as widespread among women as it is among men. Reference has been made
:to thlS kind of lending to very poor women in petty trades in India'
-(Jain, l975) and Indone51a (Germain et al, 1978) women also pawn
‘Jewelry and other ornaments, especially gold to raise cash, as ‘among
ithe Zapotecs of Mexico (Chinas, 1973) Although Jewelry is sometimes
_accepted as collateral by banks in Southern India, it is often valued
v;higher by pawnbrokers (Hariss, 1979).. | | | |

' Moneylenders are often thought to charge higher 1nterest rates

: than off1c1al sources and: to extract monopoly profits ‘from small



borrowers who are denied access to forma] markets. This can be the case as,
for exampie, in Nicaragua where market women pay yeariy interests of 120 to
-240 per cent to money]enders for, needed 1nvestment capitai (Bruce, 1979).
'However, the 1iterature shows that in some cases the rates they charge
are reasonabie given the risks 1nvolved and the costs of d01ng business
in such small amounts. A study in India shows 51gnif1cant competition
in the informal money market (Hariss, 1979) Additional evidence that
"moneyTendersrates may be reasonable is that formal 1nstitutions have not
“fbeen“able to avoid losses when providing 51milar forms of credit at
‘official rates of interest. | I

From the borrower's p01nt of view. moneyienders are often more
‘desirable sources than formal 1nstitutions because there is 11tt1e or no
'paperwork invo]ved the money is immediately avaiiable. coilateral is; /
'not required (or, if 1t is, valuation procedures are easier), and the;_,
:borrower has more fiexibility in using the money--ali characteristics

‘that "fit" women s needs very weli and explain why women use moneylenders.

; ;Despite these advantages, the high costs of credit in these systems and

the relatively smai] amounts of credit avaiiable to an individual
‘,borrower constitute considerab]e 11m1tat10ns on productive 1nvestment ~h

iffor those who have no. access to formai credit institutions.-

Wholesalers, middiemen, and shopkeepers. WOmen in rurai areas often

receive credit from Tocal shopkeepers between pianting and harvesting

e seasons for food and househoid providions. women farmers aiso may

'*receive credit 1n kind 1n the form of seeds and fertiiizer from middlemen.
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In some places women in petty trading get credit from their who1esa1e
suppliers. One reference 1ndicates that women pay 1nterest ranging from
10 per cent per day to 25 per cent per month (Jain, 1975).

Self—initiated rotating credit associations. Rotating'credit

associations consist of v_,.a group of persons who agree to make regular
contributions to a fund, which becomes tnhe property of each'contributor
in rotation." (Lewis, p. 140: 1976). These groups appear all over the
world and are used by both men and women; frequently one sex predominates
or group numbers all belong to the same sex The important jntermediate
role of these organizations ‘{n mobilizing capital for deve1opment has
been described by Geertz (1962) for selected cases in Asia (East Java,
China, Japan, and Vietnam) and Africa (among the Bulu of Cameroon, the
Nupe Ibo and Yoruba of Nigeria the Keta'of'Ghana) and by.M De Lancey
(19/7) .for the Cameroon. Other examp1es of rotating women's credit |
roups include the "Hothers Clubs" in Korea, and "Kootoo" or “Tontin
in Malay51a. The latter groups usually include ten members and a trust-
~ wor'thy leader. In Indonesia, women often be1ong to more than one :
‘credit group or "arisan” where the sums are. awarded by 1ot untii every-
© one has been "1ucky" (Papanek et al, no date)

Among the many groups which exist all over Africa, the features of
one 1n Nigeria suggest what women see as: important 1n a 1end1ng 1nst1tut10n
arfd W why they create such institutions (Okonjo, forthcoming) The group 1s
ionganized by a woman with a good reputation as a 1eader Members deposit

~small sums either once a week orevery'other week since’ 1t 1s_1mportant
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“to the women to be ab1e to make frequent contributions to the c1ub 50 that
ﬁ oney does not get used up on other things.- Each woman in turn can take
out thevwhole sum of money. the group has c011ected ' However, in an:
- emergency or for special needs, 2 woman can borrow by "jumping the queue.
'iThe group is open to all women except those with bad credit ratings. Each
member has another member acting as guarantor'for her; if the first woman
is not able to pay, the second woman assumes this obligation. " Women spend
their "take _outs" on education for children, capital for retail trading
bu51nesses, building or improvement of housing, clothes and food.
Nomen prefer this system of providing themseives with investment capital
and crisis funds to the system of the 1ocal post office that replaces the
iocal bank because the latter requ1res iarger dep051ts, does not{provide
for emergency withdrawai (except with a«iot of paperwork-and~with;twoe¢ s
‘weeksnotice) and does not permit 1oans or’ frequent withdrawals. In other’
.words, its savings and credit facilities are 1im1ted compared'tofthose
offered by the rotating credit mechanisms.. 3

There are situations,however, where rotating credit systems do not
_Work;' They often ‘depend on estabiished community groups non-competitive
.vworkers groups, ethnic or 1ingu1stic tiesw Barbara Lewis (1976) points
-'out that they do not'work among market women of Abidjan probably because
4these women are from different ethnic groups and compete with ‘each other.
Leeia Gulati refers to a s1mi1ar problem of risk with a fchit" system in
an Indian squatter settlement As some women faii to make contributions,

' those whose turn comes later may get 1itt1e or nothing (Gulati, 1978).



- -15-

_ Atthough rotating credit systems are not aiways sufficient_sources:
and mechanisms for the provision of’ credit to women, they do show, first,

that women use credit and suggest what features of a formal women's

credit program would be desirable and workable. Second, they show that
women save and will deposit their savings in institutions they trust. |
Rotating credit systems established by women demonstrate the considerab]e
potential for mobilization of private savings for productive purposes_from :
women in the countryside, even among those considered poor. In some cases,
the mobilization of private savings may be easier to evoke from women than

from men (V. De Lancey, .1977).

II1. Which Credit Programs Succeed With Women?: Case Studies -of Credit -

programs_for Women

A great deal can be learned by studying examples of successful credit
strategies for women, and particu1ar1y, by ana1y21ng the problems encountered
and their solutions. The programs~described here are successful in the sense
that they 1) address the credit prob1ems of women, 2) are financ1a11y\
sodnd for the lending institut1on and 3) result in the product1ve use, i
of private savings. | “: | | | | " o

ang]adesh.. A system of credit for rura1 women in Bangladesh para\ie\s
the system a]ready set up. for rura1 men under the Integrated Rural Develop-
ment Programme {IRDP) and uses the same organizatlona1 and administrative
infrastructure. Women organized in v111age-based groups - (referred to in.
English as cooperatives, but different from the traditional cooperative in

basic ways) are eligible as members to credit for production purposes.



Loans are made to: the group but are distributed to individuals for

'individuai enterprises; Nomen also deposit weekiy savings in the
i'cooperative. Government staff provide technical assistance to vwomen
in record keeping, accounts, and in developing production p1ans. 'Up"
to NOW, they have also been handling financiai transactions of deposits
and ioans with the banks. Approximateiy 600 groups have been formed
under this pilot scheme that has been functioning since 1975 with about
25,000 members. Their accumulated capita1 is 1 100 000 taka (US$ 77,193).
Smaiiiioans'worth 1,400,000 taka (US$ 98, z46) have been disbursed to
6;000 members: Lloans range irom 25 (Us$ 1.75) to_500 (USs$ 35.00) taka
and are given either for a year or for siX months. WOmen are not re-
quired to present coiiaterai or to have their husband's property (if
any) as security The ioans are secured by a grant from a donor agency.
: Although no’ interest is charged, - women pay a 5 per cent nservice charge" onthe
n»loans which goes into the administrative system. In the case of default
by an_individual member, the group becomes ineligibie'for a second loan
untii all the members have repaia the first |oan. Groupipressure serves .
~as.an. incentive for the members to pay back their ioans. With the"i
: excius1on of two very exceptionai cases, aii ioans that have fallen due
'have been fully repaid , 4 | |

. As part of a rurai deveiopment institution with anfequity-based"”
'f-approach to increaSing production, the women S 1oan program
enabies _ women who are 1arge1y engaged in subsistence agricuiture in

'semi-feudai 1abor re1ations to. move into market or commercial production.



With their loans, women are entering the market economy and 1ncreasing
their production -in familiar activities. such as agr1cu|tura1 processing,
1ivestock raising, small manufacturing and business. The most profitab]e
activity of these small investments has been commercializing a traditional
non-market activity of women, processing and reselling paddy bought from
the market. With a 300 taka (us$ 42) investment, women are able to earn
aoout 300 taka a month. Before receiving the loans, some of these women per-
formed this same labor in other households as domestic workers in return for
in-kind payments. Because this work was not carried on in the market economy
prior to the loans, it is ‘di fficult to compare the pefore and after
effects of credit on costs and returns. Women spend their profits on
food, clothes, shelter, education for children, and/or buying 1and A.
yet, there is no avaiiabie evidence which indicates if or how women use
their profits to expand their businesses.

The pilot phase of this project ‘has shown that rura1 women in‘
villages can use 1nst1tutiona1 credit for production reievant to rural
deVeiopment goals and that the ava11abiiity of credit to women benefits
"tne famiiy as a whole. The following case study jis- representative of
what has been accompiished in the first phase of the program.

"Ayesha has been a cooperative member for four years. She

has 4 shares (40 taka) and 200 taka in savings. There are 10

people in her family and they own 8 bigha of land (about 2%

acres). Before 1974, the family was experiencing economic

difficulties and Ayesha had to borrow from her father and other

relatives. They could not use e their lana fully because they

did not have bullocks. They borrowed other bullocks at

cultivation time but sometimes couldn't get them when needed.

They did not have a deep tubewell, so they could not get much

paddy from the land. The husband worked as a laborer for
others.
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~ Before joining the cooperative Ayesha did not engage in
commercial activities. With her first loan of 200 taka she
bought a calf and repaid the loan by selling poultry and eggs.
She increased to 500 taka the amount of her second loan of
300 taka by selling poultry and eggs, and bought another calf.
She repaid the second loan by selling 200 taka worth of
poultry and eggs and by borrowing 100 taka from her husband.
With her third loan of 300 taka she repaid 100 taka to her
husband and bought a goat. She repaid the first two loans,
each of which was due within 6 months, and will be able to
repay the third, year-long Toan.
She now has two cows and two calves. In the morning
she gets enough milk to bring in 12 taka; in the afternoon
she gets enough milk for the family. She has already earned
900 taka from the milk. She spends the money on family needs:
daily needs like oil, salt, and soap, clothing for four
children, fees for thiree daughters in school, and small items
for the children. She has 400 taka left. Although she would
not consider selling her cows and calves, they would bring
3000 takas. Her husband uses the cattie for cultivating and
their manure for fertilizer. With the cows and their deep
tubewell, they are getting a good crop and the husband does
not have to work as a laborer. The family is getting on well.
She says that her husband is pleased that” she has joined the =~
cooperative and that her position in the family has improved."

The expansion and evolution of the program is expected to bring
modifications jn_the'Iendihgwsystem appfopriate to needs quen'haJe‘
;éxbféSSéd in regard:to émodnt andifimindnbf-1oané'and explorations of
”déro-baged small industfy_a§ the:nethstep fo investment. Ways to
increase the amounts of Toans, fdﬁénSEIe'tne hembers of these vi]jage-
-based groups to dea1 dire¢tiy wifh banks, and to provide.c011aterai éf?_
also being expiored}(IRDP woméq;ginogramﬁe.Progress'and‘Year1y'Réport§,
1974 to préseht).:‘4  B B | | -
| i In.terms'dffrdrél devé1opment_goa|s this casé study shows that
;1éndiﬁg diféttly-td a sma1T farmer's wife increases the productivfty in

her hdtk; Since. there is a sexual division of labor in traditioné]'fdf§j5vl



=1 9-

”Situations, this work is different from that of men. ~The'resu1ts are
‘ increases in productivity and net: fami]y income which wouid not have
'occurred if. credit had been avai]abie oniy to men. Further, the program
will provide Ayesha with a. credit record that she can use to get access
to the-banks._ | | ‘ |

icaragua. The market women's cooperative of Nicaragua is an
_example of a program that is meeting credit needs of women which the.
existing systems do not satisfy BUE Nicaragua as. in a11 of Centrai
America, petty trading overwheimingiy is "women S work ¥ Women traders
‘require capital to maintain and improve their enterprises, espeCialiy
because of the competition from new commerciai outiets. For exampie, .
women who operate medium size staiis in Managua need between $ 14 $ 140
per day.’ Traditionaiiy they get this capitai‘from moneylenders or |
relatives at high interest rates since the banks prefer not to. give
very small loans and require more coiiatera] than that provided by the'
small business itse]f

In response to these probiems, the Nicaraguan Foundation fOr B
Deveiopment (FUNDE) evoived a program to- meet market and other women s
credit needs They started by giVing Toans directiy to indiViduais from
an office 4n the ‘marketplace, but found, that women did not respond weli--
.even though their interest rate was, 12 per. cent a year as compared to the
120 per. cent yeariy rate of moneylenders Investigation reveaied that
-womenvfound the jmpersonality of the borrowing and repaying Situation.a
'probiem. The formai office setting was unfamiiiar, intimidating and |

inaccessibie, and sanctions in the case of defauit were not ciear
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:There was a]so a lack of peer pressure to repay the loans The.program
in genera1 was a11enat1ng to women. The next step was to encourage women
to form cooperat1ves and to extend credit at 12 per cent: annua] interest
_rate to each cooperat1ve unt11 tney become self—suff1c1ent (about two
fyears) | |

The cooperat1ves, formed by the women, are set up’ with offices, a
-‘credit manager and an: elected cred1t committee.. To be e]igible for a
‘1oan, women are requ1red to purchase at least one share, pay .a service
'charge, and buy a passbook for a total cost of 22 cordobas (US$ 3.14).
.;After members have retained their shares for at least siX weeks, they

‘can borrow up to three times the amount deposited but not more than

8,000 ccrdobas (US$ 1 120) Informat1on was not ava11ab1e on_the 1nterest
rece1ved on the depos1ts which precludes comparison with off1c1a1

| tnterest rates. women may borrow for e1ght months or a -year. and pay o
25per~cent interest rate per month. Their 1oan s guaranteed by another :
-.'cooperat1ve member or a th1rd party A second loan cannot be taken out
until the first is repaid women can repay even in dai]y 1nsta11ments
’ffslnce for many th1S 1s the best way to ensure that their money is-
‘lnot used in: other ways.' women who are defaulters are asked to leave the
cooperat1ve. women apply to the cred1t manager. and their loan app11cations
are reviewed by a cred1t comm1ttee of people who know the women personally
‘and know th1s k1nd of sma]l business. The service 1s persona] and f1ex1b1e.
'Membersh1p started w1th market women but s d1vers1fy1ng to 1nc1ude women

in commerce, sma11 manufacture and agr1cu1ture.. women are us1ng 1oans
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”mostIy to maintain and expand their businesses, but are beginn1ng to use
-them also for 10ng -term. 1nvestments in chi]dren S education and hous1ng
- As the cooperat1ves no longer need the support of FUNDE they begin

to deal directly with banks. This is often the first t1me banks deal
directly with poorer peop1e in the community, The cooperatives make as
'many economic arrangements as are possib]e to serve individual economic
needs and provide a democratic 1nst1tution able to serve other needs of
. its members {(political, day-care, group business, etc. ) (Th1s informa-
tibn-comes from a case- -study of market viomen's cooperatlves 1n Managuaiﬁ
-prepared by Judith Bruce of the Popu]ation Counc11, to be pub]ished ‘
" later this year.) | | ‘ -

India. Another k1nd of arrangement that gives credlt to‘women 1s
the we]] -known Se]f-Emp]oyed women s Association (SEwA) of Ahmedabad
This is a trade union of very poor: self-employed women worklng as
1vegetab1e vendors, junksmiths, handcart pu]lers. used garment vendors
/and ‘other such petty traders. Among the women 97 per cent are s]um
tdWellers and 93-per cent are 1111terate. These women do not own the e
means of productlon and often have a high degree of 1ndebtedness to
money]enders and who]esale suppllers -When estab1lshed 1n 1972 SEwA
had over 10 000 - work1ng women as members. o

A woman ‘pays- three rupees to join the associatlon. -As almemher
-of the assoc1ation she: is entitled among other benefits to become f“
.shareholder_at 10. rupees (US$ 1. 30) per share in the Mahila or. women s

.Bank,‘wh1Ch_SEHA-started 1n,]974. hrough this bank, she can take 10ans
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of zso to 1000 rupees (USS 33-$l32) : She needs two guarantors, usually
‘other shareholders and loanees. She has to pay back a fixed amount of
rupees every month and repay the whole loan in 20 months. ‘There is a
10 per cent- service charge fbr the loan. There is a small rebate if the
1oan is paid on’ time, and pena]ties if 1t is not.. As of the end of 1976
8000 women members had’ received 3,000, 000 rupees (US$ 392 ,000) in credit.
An analysis of 2000 borrowers showed that 44 -per cent paid their
’1nsta1lment on time, 43 per cent missed 3-6 installments, and only 13 per :
cent missed more than 6. Women are. using loans to pay off old debts as .
well as for capital investmeht and/or jmmediate consumption. h |

The Mahila Bank 1s a kind of intermediary organization between the
women members of SEWA and the nationalized banks which "were reluctant '
‘because of the administrative problems involved in taking care: of SO
many small loans." The Mahila Bank has. about 8 employees who help the '
.members in making savings. deposits and in taking and repaying 1oans (The
anount of savings women have deposited as of 1977 was 719 000 rupees) The
'Mahila Bank submits loan’ applications to the banks and pays out the money
- to the women. The willingness of ‘banks to work with SENA and the Mahila

' Bank has to do with the credit-worthiness of the Textile Labour Association

of which SENA.is an offspring. (Women in a Developing Economy, from.

"pissociation to Rehabilitation:. Report on an Experiment to Promote Self

Employment in an Urban Area" by Devaki Jain, ICSSR,1975 ).
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IV. Providing Access to Cred1t Lessons:for the Delivery of Credit .
-to. Rural Women B N o

In a sample of small farmers 1n Nestern Kenya, progress1ve women
farm managers--those who diversify crops and/or have cash ,rops--leceive
cons1derab1y fewer serv1ces than .do: farms where a man 1s present one.
tth1rd of the female versus one half of the male farms rece1ve Jor more
kinds of services. Paradox1ca11y, twice as many non 1nnovat1ve ma1e :-
“thap 1nnovative fema1e managed farms get agricultural extension and loans
(Staudt, 1978). It is well known that s1m11ar situat1ons occur throughout
;the_Third World. In the design of programs to remedy this s1tuat10n four
rrretated questions emerge: what services shou1d be de11vered to whom, whgn
: shou]d they be delivered and how. | | a |

G1ven that the serv1ce to be de11vered is cred1t some gu1de11nes
'torhe1p answer these quest1ons are provided below They are based on
,what 1s known about rural women S soc1oeconom1c behavior and what has
.'been 1earned from successfu1 attempts to- provide credit to women (see case
'stpd1es) They are. comp1emented by the experience ga1ned from provid1ng
'Acred1t to -small farmers and rural entrepreneurs.

Des1gn1ng credit;programs for women Lessons from successful programs

- The case studies presented here, as}we1]‘as“other programs which have
successfu11y provided cred1t to women, offer the fo]lowing'usefu1 lessons
wh1ch may -be applicable to the des1gn of future efforts.

v1 ~-Nomen-spec1f1c credit programs have been effective 1n overcom14g

.obstac1es potent1a1 women c11ents trad1t1ona11y encounter in m1xed (men and

'Iwomen)»programs - The. case stud1es of women- spec1f1c programs in Bangladesh,
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:Nicaragua, and India have demonstrated the effectiveness of programs
'designed to accommodate women s a) 1ack of co]]atera] b) lack of prev1ous
experience in acqu1r1ng formal sources of capital and c) requirements for
frequent repayment. Eva]uation of women s credit cooperatives in Malaysia-
(Aziz, 1977) and in Latin America (castello, 1979) points out the
advantages for women to operate in environments that cannot become male
‘dominated. A common observation in the delivery of agricultural credit
to men is.that, when a single agency serves both large and sma11 farmers,
the credit goes to the large farmer (World Bank, 1975).° This findind
snengthensthecase for Setting up special agencies or .sections within
agencies to deliver credit to women only. |

2. Women's cooperatives and banks play an important 1ntermed1ary

role between women'without access to credit and traditional banks. -

Intermediary organizations provide women with experience'and.a.recOrd of
‘credit worthiness women can 1ater present to banks. The IRDP credit
;program in Bangladesh and the FUNDE program 1n Nicaragua both p]ay
1ntermediary roies providing credit to women who 1nit1a11y wou]d not '

be given access to banks due to co]latera] requirements, repayment terms,
‘11teracy and_1ocationa1 requ1rements. The 1ntermediary role of the
Mahila Bank in India hzs been one of its most 1mportant successes

Repayment rates without collateral can be reiiable. “One of the

maJor obstacles women face in obtaining credit 1s a lack of traditional
forms of collateral such. as land or other property Credit programs Wh1Ch

either waive co]]atera] requirements or empioy 1nnovative strategies based
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on resources available ta.woménghavershowﬁjwonenfto-be reliable
borrowérs.; ) S
The repayment rate of women participating in the IRDP in Bangladesh

where no collateral is required has been excellent. With two exceptions,
al tHe‘loans'due have'been.fully repaid.‘ Both the FUNDE project in
Nicaragua, where loans are secured by another coop member or a third
'party, and the Mahila Bank program in India, where the signature of two
guarantors is required have had successful repayment rates. Repayment
’records are also good in programs in Cameroon. where credit union members
borroh against their savings’ (M. De Lancy. 1977) in Indonesia where '»
Hsmall credit associations require only the signature of the village .
headman (Germain et al, 1978); and in India; where the Bhagini Nivedita
.Coopérative Bank redeems jewelry and ornaments as a means of providing
~loans to women.(AZii; l977)i. 4 o

For credit to be truly accessible.to women, the recommendation made

by the World Bank (l975 p. 18-19) should ‘be emphasized:"The repayment'

- capacity of the borrower should be determined by his (her) productive T

capacity rather than by collateral requirements

4. Frequent small installment payments have increased repayment

ratés because they keep money from being used elsewhere. Women indeed

preier them for this reason. Flexibility in repayment schedules and
innovative collection procedures are important elements in the success
of many credit programs even though the resulting administrativeicOSts

- may. be higher for small loans. Nomen in the FUNDE program can repay
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xeven in daiiy instaliments. For many ‘this isgthe best way to ensure the

" money is not used in other ways.

5. Frequent coiiection is aiso a means of encouraging savings.. The
Bhagini Nivedita Cooperative Bank LTD has established pigmy deposits, where
.a member can make minimal daily contributions to her deposit. The bank
utilizes the services of college students who act as agents of the bank'andj
collect savings door to door.“ They earn 4 per cent on whatever 1is collected
by them per month. The scheme-has allowed lower 1ncome groups to make
 small daily payments with ease (5, 468 depositors) More personalized
‘services, wnere ‘grace periods and repayment scheduies are decided on a _;
case by-case basis (as in an. IAF revoiving credit fund), may often contribute
’to greater success., 0ther incentive programs aJso prove effective in '
promoting repayment The 'SEWA program provides a rebate if the 1oan is paid
on time, and a penalty if it is not.

6. ‘Group lending can be an effective way of providing credit to women.

.Peer pressure and/or joint liability in the FUNDE and IRDP programs'have-m-.
resuited in high repayment rates. The defauit rates of . most marketing
cooperatives funded through an IAF program in Nicaragua have been hcid at |
_1ess than 10 per cent (IAF Report, 1979) Group 1ending reduces the
administrative costs for banks and provides an efficient means of 1ntegrating :
training, technicai assistance, and the introduction of new technoiogies
to women (Dixon, 1978). | ' ' |
| ‘The relative advantage of group lending however, depends on the

nature and iocation of the program. In some cases group lending: has not
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been'successfui. such as in the Nest African case where there is high
competition among women who belong to different ethnic backgroups.

1. pevelopment programs for women are more successful when they are

complemented by the provision of credit. Too often rural development

programs for women have failed because they have involved training'or
promoted changes that require credit which has not been made available.

In Brazil, programs for home industry training have not provided,access

to financing for increased levels of activity or the acquisition of
equipment. Agricultural extension programs have .promoted garden
cuitivation but have not provided credit for women to buy the fertiiizer
required for cultivation (Tendler, 1979). In Honduras, programs for women
through the Housewives Clubs have trained women in sewing, have sub51dized
sewing. machines, but have not provided access to credit to purchase
materials (Buvinié, 1978). - | o

8. Credit to 1ncrease women's productivity seems to have been

particularly successful. The two success stories reported by IAF in

Latin America (loans to market women in Nicaragua and artisan women in C
'Chiie). a successful program with market women in San Salvador (financed '
by the world Bank), and the. IRDP program in Bangiadesh a11 have prov1ded-
credit to increase the productivity of-work women had "traditionaiiy"
undertaken. ‘ e

9. Intermediary credit programs should establish "appropriate

interest rates for women-that are competitive with the private banks and

are similar _to those charged to men. While many women have paid high

interest rates in the informal sector, problems will arise if the interest
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~rates are too high in theiformaI'Sector. In'aﬁ-Axn program in Upper4Voita,
a village promotion fund has been’ estabiished as-a mechanism for prov1ding
jnitial capital for small projects. Vo]taic women expressed dissatisfaction
with the interest rate, however, because an agricultural credit project for
'men had a lower interest rate,’and thus the women felt they were being

. asked to pay more than men. An audit report of a revolving credit fund to
women's clubs in the Honduras (financed by IAF) to establish small economic
projects partiy attributed poor operation of the fund to an effective
charge to the clubs of 10 per cent when the private banking system was -
_charging-iess. There are aiso problems when interests are too Tow. Many
programs with Tower interest rates than banks end up being dominated by
.groups capabie of.receiving credit on their.own.

pelivering ¢redit services to women: "Lessons from.women?s'economic situation.

Current assessments of the-socioeconomic behaVior Ofvrurai women,
summarized in chapter one, . outline general strategies “for the delivery of
_zserv1ces to women--inciuding credit--and suggest priority groups for service
delivery | N e

The type of service--credit--to be delivered and the mode of de]ivery
1111 be a function of the 1nteraction of, at 1east three factors, defining
rural women's work and needs. ' |

.i;- .type_of economic activity;“

2.- piaCe of residence;

3.- household compositionf

*/ For a more comprehensive treatment of this issue, see Isabe1 Nieves and
Mayra Buvinié, Nomen s Concerns in the Delivery of Services: Facts and
Suggested Strategies." A Contribution to AID pevelopment Support Bureau's
Delivery of Services Norkshop, Apr11 1979. :
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1.- Type of economic activity. Rural women's work CanhBe'hroadly

' categorized according to the subsistence or commercial nature ‘of the
activ1ty and whether or not it is agricultural or "off farm" (trading,
marketing, and small industries) Women's’ off-farm subsistence work
encompasses all-those activities undertaken by women within the house-
hold from grain processing to storage in some cases, to food'processing .
and preparation in most. A majority of rura1 women engage in other
household work, agricultural work either in the household's farm, in
1arge farms as wage Iaborers, or in off-farm remunerative activ1t1es.
As with men, the type of credit women need will vary with the specific
type of economic activity they undertake. Additionally, however, most
“women will require.credit to purchase household 1abor sav1ng techno]ogies
and/or to commercialize-some household tasks.
' “ﬁhether-a woman Works: - '_.
. f-l at home or away from the home;
'h ;' in paid or unpaid occupations (e 9. iffsheﬂishselfeemp]oyed or
a family worker), - ' : R S
- in the traditional or the modern economic sector, or |
- - as part of the informal or the formui labor force,
4.wi11 have differential bearing upon the degree to which her work is

compatib]e with home ‘production. The level of role 1ncompatib11ity

between»househoid and market production will create credit demands for-

. - appropriate intermediate technology to reduce the energy expenditure'

| »in household tasks,

- - means of transferring household production (such as the processing.t-

_and preparation of food stuffs) to the market sector.
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- Any service delivered to women with the objective of providing

market work or increasing market productivity should, at the same time,

seek to reduce women's work burdens in the household.

2.- Place of residence. Credit to commercialize household

production and reduce women's work burdens in the household will depend
on the settlement pattern. A certain critical mass of people is
necessary to successfully transfer the househo]d-based'production of
goods and services, especially the processing andypreparation-of :

food stuffs, into the marketplace. In othem words, there has to be

a sufficient concentration of families in a sett]ement'to.make:it.'
feasible to commercialize certain hohseho]d'activities. -This concen-
tration is important not on]y for .organizing production,ubntwin assur-.
ing local demand for the product The commerc1a11zat1on of home:
'product1on in d1spersed rural -areas may be 1mpract1ca1 if not 1mpossib1e
~Inexpens1ve home 1abor saving technolog1es appear to be: the a]ternative

'to:release these women 's time.

' 3.- Type ot household. Homen who head households in nona1 areas

are often ill—equipped to assume the financia] responsibilities -
necessary for the survival of their fam111es These households

emerge in rural areas as a consequence of high male Tabor outm1gration,
and seem to be found more often among the landless and rural poor.

They shou]d rece1ve pr1or1ty 1n cred1t and subs1dies for improving women s

productivity 1n both home and marketp]ace and 1ncreas1ng their income.
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- V. Suggestions for Research
| Reliable and useful knowledge on the factors 1nvolved in the
- provision of credit to rural women 1s lacking.x
It was only in the mid. l970's that the need for credit programs for
women became recognized as a development 1ssue The recency of thlS
vissue means there is much to be learned about women and cred1t. .
“In the paragraphs below we spell out some priority. research questions.
'They are defined by the need to know efficient ways to provide rural
women with access to credit and are tempered by the realization,-from
" studies of delivery of cred1t to rural men, that not all research

: questions can or perhaps need be answered

1= Country specific analyses of laws and regulations on
ﬁ. 1nd1v1dual ownership and banking practices affect1ng women's access
vto modern credit 1nstitut10ns It is: particularly 1mportant to
establish the robustness of these regulatory barr1ers across socio-:
ecdnomic groups._,v' o | |
‘ S.2.- Studies of specific women operated farm and non-farm
iaCtiVities at country and reg1onal levels to determine appropriate‘<
}‘loan 51zes, 1nterest and repayment rates and repayment schedules -
that "flt" the economic features of these act1v1t1es, and to identify

gactivity-spec1f1c ways of waiv1ng tradit1onal collateral requirements
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| 3t-_ Case stud1es of successful women- speclfic credit programs
Aand 1nd1v1dual women entrepreneurs to 1dent1fy both obstacles women
face and effect1ve solutions at the 1nst1tut1onal and individual
levels. lf they ex1st, it would be extremely valuable to study
institutlonal credit programs that have been successful in prov1d1ng.
credit to.both men and women . |

-4.-. Case study evaluations of women borrowers of institutional’
rural cred1t who have defaulted by . type of econom1c act1v1ty to
: 1dent1fy obstacles that may be general1zed to women 1n s1m1lar
occupat1ons P | |

5.- Related knowledge that seems necessary to "target" credit
programs eff1c1ently are: a) 1dent1f1cat1on of - areas with h1gh per-
centage of rural households headed by women, and b) 1nformat10n on
4 household production in spec1f1c’rural sett1ngs and identification
of labor sav1ng technolog1es | o | N

6.- Last but central credit programs have to be grounded:on

a val1d p1cture of rural women s econom1c behav1or
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