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INTRODUCTION 
This module provides a brief overview of the role of finance in develop

ment from a gender perspective, laying the conceptual foundations that 

then permit an examination of microfinance as one of the main strategic 

tools used in Africa to promote poverty reduction and gender equality. 

The module introduces the theoretical, institutional and policy frame

works for the financial sector in Africa, and then the idea and practice of 

microfinance in particular, highlighting the consensus and contestations 

around its potential to reduce poverty and empower women. 



LEARNING OBJECTIVES 
At the conclusion of this module participants will have: 

1. Been enabled to understand the key aspects of the operation of 
the financial sector in Africa. 

2. Developed a critical understanding of the relation between 
gender and finance. 

3. Recognized the strengths and limitations of microfinance as a tool 
to improve women's access to financial services in Africa. 

OUTLINE 
I. The financial economy. 

A. Finance and economics. 

B. Financial sector institutions and monetary policy. 

C. Women's access to financial markets and services in Africa. 

II. Microfinance in the African context. 

A. Conceptual framework. 

B. Institutional and policy frameworks. 

C. Approaches to microfinance. 

III. Gender, microfinance and economic empowerment. 

A. Gender issues in microfinance. 



B. The debate on microfinance and women's economic 
empowerment. 

C. Potential impacts of the financial crisis on microfinance from a 
gender perspective. 

DURATION 
One day. 



I. THE FINANCIAL ECONOMY 

Objective: to enable participants to understand the key aspects of the 
operation of the financial sector in Africa 

A. FINANCE AND ECONOMICS 
a) Finance is the branch of economics that studies the management 

of money and other financial assets that can be bought, sold, lent or 
borrowed through financial markets or institutions, called the 
financial economy in Module 7 on gender and macroeconomics.The 
definition of money was provided in Module 9 on gender and 
macroeconomic strategies in Africa, part II. 

b) The set of institutions that facilitate the buying, selling, lending or 
borrowing of money and other financial assets is known as the 
financial system. 

c) In theory, the buying and selling of financial assets should follow the 
laws of demand and supply elaborated in Module 1 on gender and 
economics. In practice, supply and demand explain the buying and 
selling of financial assets, but the explanation of the supply and 
demand for financial assets is complicated by the intricacy of the 
financial assets created in the financial system; also, much of the 
buying and selling of financial assets in modern financial systems is 
of assets that have not yet been produced, or which the seller does 
not yet own, but which another seller lends in exchange for payment. 

d) In Module 7 it was demonstrated that in the circular flow of income 
and product, the financial system receives deposits from house
holds, called savings, which it channels to firms seeking to obtain 
money to invest. 



e) More generally, savers are individuals or institutions that supply 
monies, in the form of deposits, to a financial institution. The saver 
does this in return for an income flow, in the form of interest 
payments on the savings, from the financial institution. 

f) The financial institution uses the money that savers deposit as the 
basis for advancing credit, which is the transfer of an amount of 
money from a lender in the financial system to a borrower inside or 
outside the financial system. 

g) Borrowers borrow to pay for current consumption (i.e., food), fund 
working capital requirements (i.e., fertilizer) or make productive 
investments (i.e., a tractor). Credit thus allows a borrower to buy 
today what would otherwise not have been bought until a later 
date. 

h) To obtain a loan, the borrower usually must provide collateral, an 
asset transferred to the lender in the event of default (i.e., a title deed 
to a piece of land). 

i) In obtaining the credit the borrower acquires a debt that must be 
repaid in full. In addition, the lender charges a price for the loan; the 
rate of interest, an amount of money that the borrower must repay 
above that which was borrowed. 

j) Financial institutions make money by lending money to borrowers 
at a higher rate of interest than they pay to savers who deposit their 
savings in the financial institutions. Financial profits thus are a 
redistribution of resources away from a borrower and toward a 
lender. Financial institutions also make money by buying and selling 
financial assets. Modern financial institutions in developed countries 
make far more money by buying and selling assets that they own 
or have borrowed than they do from lending money. 

k) So the financial system involves a cycle of saving, depositing, lending, 
borrowing, buying and selling, with financial institutions acting as 
intermediaries between those that save and those that borrow. 

11 
5 



B. FINANCIAL SECTOR INSTITUTIONS 
AND MONETARY POLICY 

a) In Africa the banking sector is the predominant set of financial 
institutions. Banks are involved in the cycle of saving, depositing, 
lending, borrowing, and, to a much lesser degree, the buying and 
selling of financial assets. Stock markets, in which equity in 
companies is bought and sold, and bond markets, in which non
monetary financial assets of companies and countries are bought, 
are growing in importance, but banks still dominate.Therefore, this 
module will not pay attention to stock and bond markets. 

b) Commercial banking in African countries is generally characterized 
by, first, limited access to credit (particularly for agricultural 
producers, small-scale enterprises, and women) and, second, high 
costs of borrowing. There are several reasons for this, including: 

• Banks were not set up originally to administer small-scale loans. 
Therefore, they lack the capacity to extend credit to small 
producers and informal workers, preferring to lend to large 
private and public companies. 

• Information systems are not well developed.The credit-worthiness 
of borrowers is frequently unknown. Risk assessments are based 
on impressions of creditworthiness instead of facts. 

• The banking sector tends to be highly concentrated; a few large 
banks dominate the sector—in economic terms, it is an 
oligopoly—giving the industry significant market power. 

• African banks often prefer to hold low-risk assets with relatively 
high rates of return, such as government bonds, instead of 
holding loans that are perceived to be much riskier; in economic 
terms, they are risk averse. 

c) Central banks, discussed in Module 9, commonly set the regulations 
for other financial institutions (e.g., commercial banking) in the 
financial economy because they are responsible for monetary policy, 
which affects the terms and conditions under which the financial 
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system operates. An accommodative monetary policy can increase 
the volume of lending delivered through the financial system 
because it cuts real interest rates and thus the cost of credit. In so 
doing, domestic demand expands, as discussed in Module 7. A 
restrictive monetary policy, perhaps arising out of policy conditions, 
reduces the volume of lending delivered through the financial 
system because it increases real interest rates and thus raises the cost 
of credit, making it less accessible and reducing both investment and 
the multiplier-accelerator effects discussed in Module 7. 

EXERCISE 1 
Objective: to review common problems in the banking sector in Africa 

Facilitators should divide participants into groups of four or five, with 
participants in each group from different countries. 

Ask groups to use a flipchart to list answers for each country in the group 
to the following questions: 

1. Is credit available in the banking sector in their countries? 

2. Are interest rates affordable in the banking sector in their countries? 

3. What are the three biggest problems of the banking sector in their 
countries? 

4. Do women and men have equal access to financial services? 

Give groups 20 minutes to answer the questions and then review the 
answers in plenary by trying to establish the most common problems 
facing the banking sector in Africa as identified by group members. 



C. WOMEN'S ACCESS TO FINANCIAL MARKETS 
AND SERVICES IN AFRICA 

a) As discussed in Module 7, women often have higher savings rates 
than men. However, gender biases in formal financial markets tend 
to channel these savings away from being deposited in the formal 
financial system. For example, bankers only allow a male head of 
household, or require the approval of a male, to open a savings 
account. This means that women hold their savings as cash or in a 
non-cash asset, such as livestock, or deposit it in an informal financial 
sector institution, discussed below, to which they have access. 

b) Women often do not have access to credit from formal banking 
institutions, and so are effectively excluded from formal credit 
markets. This is because they often lack adequate collateral to enter 
formal credit markets due to gender inequalities in property rights, 
or because financial markets contain gender biases. In households 
with both adult men and women, often credit is extended only to 
men, or the approval of a male head of household is required before 
credit is extended to women. Alternatively, when women are 
provided credit, the money given as a loan is controlled by the men 
in the household, if necessary through coercion. 

c) This means that when accommodative monetary policy results in 
an increase in formal lending, most women are shut out of the direct 
benefits of the policy—an increase in the volume of credit. In these 
circumstances, the benefits of accommodative monetary policy to 
women are indirect, through increased domestic demand and 
improved employment opportunities. 

d) However, the ability to take advantage of improved employment 
opportunities is in part a function of the distribution of unpaid care 
work and overall asymmetry in the intra-household allocation of 
resources and responsibilities, as discussed in Module 5 on 
employment and labour markets. 

e) For women lacking access to formal credit markets, informal 
financial institutions offer an alternative. 



f) The most common form of informal financial institution, which is 
still very widely found in Africa, is the moneylender. However, while 
moneylenders provide credit in a timely manner, the amount of 
credit advanced may be too little, while the cost of the credit, in 
terms of the interest rate, can be very high. Moreover, the borrower 
and lender may be involved in a range of exchange relationships 
beyond the financial market—for example, the market for land or 
the market for labour—resulting in personalized credit transactions 
that reflect mechanisms of social power. In this regard, gender 
relations can mediate women's access to moneylenders as well as 
the terms and conditions under which loans can be secured. 

g) More structured informal financial institutions, such as rotating 
collective savings and credit schemes, are another alternative source 
of financial services. They may have evolved over time to 
accommodate the specific requirements of women. However, these 
institutions have fewer resources at their disposal compared to the 
formal banking system, offer an implicit interest rate on people's 
savings that is very low, often operate outside a legal framework and 
do not deliver financial services in a timely fashion when needed. 

h) Microfinance institutions, discussed later in this module, represent 
an important effort to fill the institutional gap between formal and 
informal financial services that purport to address financial needs 
from a gender-aware perspective. 

i) Pervasive gender inequalities in property rights, unpaid care work 
and the intra-household allocation of resources and responsibilities 
mean that women's access to formal financial services in Africa is a 
significant policy challenge. The overriding policy priority is to 
improve access to formal credit and financial institutions in a way 
that reduces unpaid care work and enhances women's property 
rights, and in so doing, shapes circumstances in which women can 
take advantage of such improved access. One aspect of this effort 
would be to improve women's financial literacy. 
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II. MICROFINANCEINTHE 
AFRICAN CONTEXT 

Objective: to enable participants to have a better understanding of 
microfinance 

A. CONCEPTUAL FRAMEWORK 
a) Microfinance efforts try to fill the institutional gap left by the formal 

financial system, in particular its inability to provide savings and 
credit for many potential customers, of whom a great many are 
women. Microfinance as a strategy for promoting poor women's and 
men's access to financial services has existed for centuries in Africa. 
In Nigeria, Ghana and other countries affected by the slave trade, 
microfinance goes back to the 15th century and was carried from 
there to the Caribbean by slaves. The original Yoruba term for the 
practice, susu, is still used today. 

b) Microfinance in Africa today provides a variety of financial products 
for those that the formal financial sector often excludes in its 
coverage, including savings and insurance products as well as 
consumption and production loans. 

c) The recognition and integration of microfinance as part of the 
formal financial sector began to gain momentum in the late 1990s, 
parallel to the increase in poverty levels, which has created a large 
potential demand for microfinance services among the millions of 
poor women and men in Africa. 

d) In addition to the large demand, the enormous growth in 
microfinance products and services is partly a result of restrictive 
monetary policy and financial liberalization in many African 
countries, as discussed in modules 8 and 9. In particular, high 
interest rates have reduced the availability of credit to the poor and 



increased biases against small agricultural producers, small-scale 
enterprises and informal workers in formal credit markets. 

e) The mainstream approach to microfinance focuses on the income 
dimension of poverty, discussed in Module 5 on poverty, and builds 
on two interdependent assumptions: first, that access to financial 
services is the key to poverty reduction and economic empower
ment, as poor women and men can effectively use microfinance to 
lift themselves out of poverty, reduce their vulnerability to external 
shocks and create wealth; and second, that microfinance recipients 
use it mainly for income-generating and productive purposes. 

B. INSTITUTIONAL AND POLICY FRAMEWORKS 

a) The African microfinance industry is heterogeneous and geo
graphically dispersed. The market structure underpinning the 
supply of microfinance services in Africa varies significantly 
depending on the stage of financial sector development and overall 
policy environment in different countries. 

b) Microcredit schemes were initiated since the end of the 1970s by non
governmental organizations, usually with financial support from 
donors, but governments and commercial banks have become 
increasingly involved in microfinance since the late 1990s. These 
microcredit organizations have evolved into microfinance institutions 
(MFIs) as other financial services, such as savings products and 
insurance, gradually have supplemented the provision of small loans. 

c) With the notable increase in lending from MFIs and commercial banks' 
and financial investors'growing interest in the microfinance industry, 
the microfinance regulatory and policy frameworks in several African 
countries have been strengthened. However, in general, the 
frameworks are still underdeveloped in much of Africa, leading to 
marked differences in the levels of interest rates and other modalities 
of service delivery within and between MFIs and countries. 

d) Existing regulatory structures tend to focus on MFIs'collection of 
clients'deposits as repayments and savings, leaving lending activities 



outside the surveillance of regulatory structures. As a result, some 
MFIs can push their clients to borrow more than they can afford, hide 
their balance sheets and venture to invest the borrowed funds into 
businesses about which they have limited knowledge and expertise. 

e) MFIs in Africa also face significant capacity gaps, underlined by 
promoters of microfinance in Africa. In general, these gaps can be 
divided into those on the supply side and those on the demand side 
of the financial system. 

f) Gaps on the supply side include the failure of existing MFIs to 
respond to the financing needs of large sections of the population 
and the lack of adequate information and knowledge on the 
differentiated needs of potential clients in terms of financial services 
and products, based on the assumption that potential clients avail 
themselves of the one-size-fits-all packages that MFIs offer. 

g) On the demand side, MFI activities in Africa typically target self-
employed workers who can meet their eligibility criteria.These tend 
to be the not-poor or the near-poor, excluding low-income wage 
workers or smallholder farmers who are already categorized as non-
bankable by the mainstream financial institutions as well as the 
poorest of the poor women and men who, due to unemployment, 
fall below the eligibility criteria of most MFIs. 

h) While both the demand for microfinance and the intersections 
between microfinance and formal financial markets are on the 
increase, the level of participation of local investors in the microfinance 
sector remains very low. This implies that the development of this 
sector will continue to depend on foreign direct investment for the 
foreseeable future. 

C. APPROACHES TO MICROFINANCE 
a) An array ofapproaches to the development of MFIs has been used in 

Africa, ranging from traditional group-based systems to specialized 
lending by non-governmental organizations (NGOs), non-bank 
financial institutions, cooperatives, rural banks, and savings and 
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postal financial institutions. Recently, an increasing number of 
commercial banks have begun to provide microfinance services. 

b) Among these approaches, the community-based approach, which 
relies on local communities to support MFI development, is the most 
commonly followed. As MFIs operating outside the formal banking 
sector had to find their own source of funds, the development of 
saving vehicles was important.This was supported by involving local 
communities in the formation of community-based cooperative 
groups, such as local clubs and village bank associations, which have 
been central in the savings mobilization effort and expansion of 
other microfinance services in Africa. 

c) The various approaches can be clustered into two main types: 

• The poverty lending approach involves lending that is generally 
subsidized by donors targeting poor women and men, including 
the extremely poor, as part of a package of other support 
services. The approach is derived from that of Bangladesh's 
Grameen Bank and remains the predominant approach in most 
African countries. 

• Subsidies are meant to minimize the cost of services, but not to 
reduce interest rates, which are generally much higher than 
those of formal banks but much lower than interest rates from 
informal moneylenders. The dependence on donor subsidies is 
a major issue for the autonomy and long-term financial sustaina-
bility of this approach. 

• Although MFIs use a variety of mechanisms to undertake the 
poverty-lending approach, in general it involves poor people 
having to form themselves into small groups that regularly save 
small amounts, making deposits to MFI administrators who visit 
the group. Small loans are then made to the group after a period 
of time, based upon how much has been saved, but passed on by 
the group to a person in the group, resulting in a collective 
responsibility to repay. Commonly, the first repayment is factored 
into the loan, in part because repayment, including interest, is in 
small, regular instalments made to bank administrators who visit 
the group. 
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The financial systems approach is commercially oriented and 
provides a standard package of financial services targeted to 
the bankable poor. It rejects subsidies, emphasizes financial 
sustainability and cost recovery, and seeks to promote small and 
medium-sized enterprises. The very poor are seen as unbankable 
and better served by subsidized job creation or social assistance. 
The African Development Bank promotes this approach. 

• MFIs that have adopted this commercially oriented approach pay 
utmost attention to financial sustainability and risks in particular. 
Consequently, they must also limit the number of clients they 
can serve to avoid problems with the repayment of loans and the 
increase in transaction costs that had been experienced in the 
past as a result of rapid increases in the number of clients. 

• The financial systems approach typically lends to individuals 
rather than groups, which has been increasing over time as 
commercial banks establish MFIs. 

d) Both approaches share a common concern about financial 
sustainability. The major difference between them pertains to the 
nature of the performance criteria that they use, the way in which 
these are prioritized in relation to financial sustainability and their 
effects on poverty and development. 

EXERCISE 2 
Objective: to reflect on the gender content of approaches to microfinance 

In plenary, facilitators should engage participants in a short group 
discussion about the following questions: 

1. Why did MFIs in Africa initially disproportionately target women? 

2. What are the possible gender implications of a move from poverty 
lending to a financial systems approach to microfinance in Africa? 

Allow 20 minutes for the discussion. 



III. GENDER, MICROFINANCE AND 
ECONOMIC EMPOWERMENT 

Objective: to enable participants to recognize the strengths and 
limitations ofmicrofinance as a tool to improve women's access to 
financial services in Africa 

A. GENDER ISSUES IN MICROFINANCE 

a) Women have been disadvantaged in the allocation of formal credit 
in Africa. They are over-represented within groups that have 
received disproportionately small shares of allocated formal credit: 
smallholder agricultural producers and informal workers. In 
addition, they often face constraints because the prevailing 
parameters of legal frameworks and gender relations fail to 
recognize their property rights, meaning that they lack the collateral 
that guarantees a loan from formal financial institutions. 

b) As a result, microfinance and MFIs in Africa have targeted women 
as the intended beneficiaries of their activities, and women 
predominate in the volume of loans acquired. So microfinance 
favours women, who also constitute the large majority of their 
clients. However, this has not precluded the emergence of 
significant gender issues in the allocation of microfinance in Africa. 

c) As already noted, MFIs usually fail to obtain adequate information 
and knowledge on the different needs of potential clients, assuming 
that the one-size-fits-all type of package that they offer is adequate. 
The inability of most MFIs to differentiate their potential clients has 
significant gender implications. 

d) Studies on microfinance schemes in Africa point to the segmenta
tion of microcredit along gender lines: While women predominate 



in terms of the number of loans, men tend to take fewer, but bigger 
loans. 

e) Microfinance targets those defined as poor women and men who 
are economically active.This can exclude those who need assistance 
most. It overlooks the basic reality that poor women have heavy 
workloads, as discussed in Module 5 on employment and labour 
markets, because they cannot afford not to work, but this work is 
often not adequately captured in the system of national accounts 
(SNA) because the women are unpaid family workers. MFIs thus 
reproduce the institutional discrimination and gender biases that 
have resulted in women's exclusion from formal financial institutions, 
by ignoring the value of women's unpaid work and the gender-
specific constraints facing them, as well as their specific financing 
needs, which are not limited to economic activities but are also 
related to their multiple roles and unpaid work in the care economy. 

f) Financial systems-based MFIs target those that are considered 
bankable. However, many women are not bankable because they 
lack collateral as a consequence of property rights structures that 
are mediated by gender relations. In addition, they are not 
considered bankable because their work is not adequately captured 
in the SNA. In this way, MFIs can exclude those women most in need 
of access to their services. 

g) Poverty lending uses community-based women's groups as the 
basis of its lending, and seem to be more attuned to their concerns 
and needs. However, in many instances the effect of group-based 
lending on women's lives has been constrained by the underlying 
gender inequalities in resources and power in their communities. 
The dynamics of local-level microcredit systems are characterized 
by the predominant role of "traditional" authorities and chiefs in 
both formal and informal community-based institutions as well as 
community gender norms. Women often have little power in local-
level decision-making processes, which are shaped by patriarchal 
values and might not be sensitive to women's concerns and needs. 
So, for example, women who want a loan to expand their earning 



activities might see it diverted into consumption by male 
community authorities or by men in their household; there is 
evidence of men having women take out loans from MFIs because 
the men can control the loans that women access and for which 
women have responsibility. In this way, using community-based 
groups can reinforce community-based gender norms of inequality. 

h) MFI emphasis on group-based lending also means that they will not 
reach significant elements of the population that are unable or 
unwilling to join such groups. In this way, MFIs fail to respond to the 
financing needs of large sections of the population, of whom a 
significant portion are women. 

i) Women have high rates of repayment of their loans, which average 
90 percent across the region. These high repayment rates reinforce 
the gender bias of microfinance in favour of women. However, many 
MFIs are only interested in the rate of repayment, overlooking how 
it has been achieved. It is unclear whether or not their analysis 
includes all the costs and benefits of microcredit. For example, many 
women in Africa who receive loans from an MFI see their total 
workload increase, as increased employment is not offset by 
reductions in unpaid care work. Increased work responsibilities 
emerging from the provision of microcredit have been documented 
to result in women having to repay a loan with other loans from 
other microcredit providers, thus becoming trapped in increased 
indebtedness that repayment data fail to reveal. 

j) On top of these issues, the organizational culture of many MFIs is 
gender biased: A 2005 survey of MFIs in 65 countries found that the 
proportion of women in senior governance or management 
positions varied between 30 and 40 percent in most cases, even as 
70 to 90 percent of their clients were women. 

k) These issues demonstrate that the inherent gender biases in many 
of Africa's formal financial institutions have been transferred to MFIs, 
seriously limiting women's abilities to negotiate and voice their 
differentiated needs to the loan providers. 
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I) In this light, both case studies and quantitative evidence on the 
outcomes of microfinance suggest that poverty reduction and 
women's economic empowerment are far from being automatic 
outcomes of the programmes. 

B. THE DEBATE ON MICROFINANCE AND WOMEN'S 
ECONOMIC EMPOWERMENT 

a) The debate on the capacity of microfinance to enhance women's 
economic empowerment has been fuelled by conflicting findings, 
which might be due in part to differences in contexts and the 
research methods and indicators used to measure empowerment, as 
well as to the diversity in the organizational strategies of MFIs. 

b) Areas of consensus in the debate: 

• Positive: 

- For many, microfinance is an effective coping mechanism 
for poor women and men in times of crisis, helping to 
smooth fluctuations in incomes and consumption, thereby 
reducing food insecurity and diversifying livelihood options. 

- Women's access to microfinance positively affects the 
health, nutritional status and schooling of their children. 

Microfinance organizations can effectively help to develop 
new skills and promote new technologies among their 
members. A case study in Malawi revealed that most of the 
women involved in the microfinance programme had 
increased their financial and business skills. In Mali, some 
projects provide women's groups with an integrated 
package, whereby access to microcredit is linked to their 
participation in business management and skills 
development training in a preliminary phase. 

• Negative: 

- Notwithstanding the positives, MFIs have failed to reach 
extremely poor women and men, and tended to concentrate 



on the upper and middle poor as well as the non-poor, near 
poor in their efforts to achieve financial sustainability. 

c) Area of contention in the debate: 

• There is a lot of evidence that the economic gains from micro-
finance are limited, and thus, that the household and community 
effects are similarly limited; upscaling income-generating 
activities into profitable enterprises requires more substantial 
amounts of financial capital and support than MFIs provide. 

• While microfinance has helped to address gender-specific 
constraints that lead to women's exclusion from formal and 
informal financial services, most microfinance programmes have 
failed to remove the gender-related constraints that confine 
women entrepreneurs to small-scale and less profitable forms 
of businesses. This general trend is exemplified by a study of a 
credit programme in Egypt, which found that of 96 different 
enterprises reported by clients, women were involved in only 
28. This indicates the programme's limited effect on women's 
business development. 

• The economic empowerment outcomes of microfinance for 
women are extremely contentious. Some studies found a long 
list of empowering outcomes in terms of increases in income, 
asset holdings, social capital, autonomy and decision-making 
power, alongside a decline in demeaning forms of labour and 
domestic violence. Other studies underline the lack of control 
that women have over their loans and the proceeds of their 
income-generating activities; additional financial burdens due 
to a reduction in men's contributions to households in light of 
the receipt of loans by women; an increase in indebtedness; an 
increase in workloads; an increase in domestic tensions and 
violence; and the marginalization of men. These differences 
reflect that microfinance operates through and on household 
structures, which means that household dynamics have 
important implications for understanding the effects of 
microfinance on gender relations. 



C. POTENTIAL IMPACTS OF THE FINANCIAL CRISIS ON MICRO-
FINANCE FROM A GENDER PERSPECTIVE 

a) Regardless of these debates, microfinance will continue to be 
the main source of financing for poor African women. Therefore, 
it is important to consider the potential effects of the global 
financial crisis on the microfinance sector, as these also affect 
women's access to credit and financial services. In this sense, 
women are more affected than men, who have better access to 
formal financial institutions. 

b) To be economically viable and able to provide financial services 
and products at affordable costs, MFIs need to get funds at low 
interest rates and engage in long-term borrowing, while lending 
in the short term to clients who are poor or near poor. 

c) The contraction in the global financial system has led to the 
withdrawal of many commercial banks that used to provide a 
significant part of the funding to African formal financial 
institutions and finance ministries, the cancellation of their 
foreign credit lines and increased costs of raising funds in 
international capital markets. This situation might lead to a 
corresponding fall in the lending resources available to MFIs if 
they rely on obtaining resources from formal financial 
institutions or finance ministries. 

d) The global financial crisis has also reduced the funding for 
African MFIs that was available from international NGOs, which 
have seen their budgets cut as governments and the private 
sector in the developed countries reduce their contributions. 

e) In West Africa reduced remittances from migrants have led to 
increasing demands on MFIs. In Senegal remittances constitute 
about 80 per cent of household budgets. The total amount of 
remittances for 2009 is estimated at CFA 400 billion, down from 
CFA 555 billion in 2008. 
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f) Demand for the services of MFIs has also increased due to the global 
financial crisis. In some sectors, the economic contraction caused by 
the crisis has resulted in job loss, which has led some households to 
turn to MFIs for consumption lending. At the same time, 
microenterprises that rely on MFI financing for production have seen 
the markets for their products shrink as a consequence of the crisis, 
making microenterprise failure a great possibility. 

g) The possible benefits of MFI lending have also been hampered by 
the global financial crisis because of the effect of the crisis on unpaid 
care work, which has intensified as a consequence of the crisis, 
making it less possible for those women who need access to MFI 
resources to use those resources to engage in earnings 
opportunities than was previously the case. 

h) Clearly, the global financial crisis has affected the microfinance 
environment and, as a result, women's access to financial services. 
This suggests the need for urgent and gender-sensitive policy 
responses. 

EXERCISES 
Divide the participants into groups of four. Each group should contain 
participants from a number of countries. Each group is to discuss for 20 
minutes the potential effects of the global financial crisis on those MFIs 
of which the members of the group have some knowledge by 
considering the following questions: 

1. Was the MFI within the poverty-lending or financial systems 
approach to microfinance? 

2. Was the MFI engaged in activities that increased gender equality? If 
so, explain how you know. 

3. How has the global financial crisis affected the MFI of which you 
have knowledge? 



4. Do these effects have implications for gender equality in your 
country? 

5. What kind of policy actions could be devised in response to the 
gender-equality effects of the global financial crisis on the MFI? 

Each group should prepare a flipchart that arrays the key answer to each 
question by the countries examined in the group. In plenary, facilitators 
should draw out the areas of comparability and contrast across the 
different experiences described by the participants in their groups. 
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