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I. Introduction 

� The concept of microfinance is not new. Savings and credit groups that 

have operated for centuries include the "susus" and "tontines" in West 

Africa "chit funds" in India, "arisan" in Indonesia, "cheetu" in Sri Lanka, 

"tandas" in Mexico, and "pasanaku" in Bolivia, as well as numerous 

savings clubs and burial societies found all over the world.

� This presentation provides a holistic view of the formal microfinance 

history from the pioneer stage up to the maturation of the industry. 

� Furthermore, it will tackle some specificities inherent to the microfinance 

industry in Africa.  



II.World Savings & Retail Banks Institute 

� A worldwide retail banking network

� Representing 7000 Banks in 90 countries

� 570 million customers in 220,000 outlets

� $15 trillion in Assets (20% of world GDP)

� 2.2 million employees

� 3Rs core values:

� Retail to finance the real economy

� Regional to foster close interactive relationship

� Responsible approach to retail deposit taking & 
lending

� The WSBI advantage

� Shape international Banking Policy

� Strengthen your business

� More information on www.wsbi.org



III.Historical evolution of 
Microfinance -1

� The Irish Loan Fund system: initially interest-free loans from donated 

resources initiated by Jonathan Swift in the 1720s and transformed into  

financial intermediaries in 1823, with Loan Fund Board in 1836. Boom in the 

1840s, with about 300 funds making small short term loans with interest of 20% 

all over Ireland .

� People's Banks, Credit Unions, and Savings and Credit Co-operatives 

organized primarily among the rural and urban poor emerged in the 1800s.

� Communal fund in Germany: The first thrift society was established in 

Hamburg in 1778;the first communal savings fund (Sparkasse) started in 1801. 

Merge of the rural and urban networks of credit associations in 1889 under  the 

Cooperative Act of the German Reich increasing the number of cooperatives to 

over 15,000.



Historical evolution of 
Microfinance -2

� Spread of various cooperative models in rural Latin America in the 

1900s pursuing the double objectives to increase commercialization of the 

rural sector: mobilizing "idle" savings and boosting investment through 

credit. Ownership issues (government agencies and private banks instead of 

poor like in Europe) limited the success of the model.

� Focus on agricultural credit to small & marginal farmers between 

1950s and 1970s with supply-led government interventions. Targeted state-

owned DFIs & farmers' cooperatives received concessional loans to on-lent 

to customers at below-market interest rates. Disappointing performance of 

directed subsidised credit programs, due to poor loan recovery, high 

administrative costs, agricultural development bank insolvency, and accrual 

of a disproportionate share of the benefits of subsidized credit to larger 

farmers. 



Historical evolution of 
Microfinance -3

� Emergence in the 1970s of microenterprise financing based on 

solidarity group lending where every member of a group guaranteed the 

repayment of all members. The program had exclusive focus on credit for 

income generating activities (sometimes coupled with forced savings scheme) 

targeting very poor borrowers in countries like Brazil & Bangladesh.

� Indonesian People's Credit Banks (BPR) opened in 1895 and successfully 

transformed during the mid-1980s into Bank Rakyat Indonesia (BRI) which 

became the largest MFI in Indonesia with about 22 million microsavers and 

autonomously managed microbanks. 

� A new school of thought in the 1980s: the "financial systems approach”

� Credit is not a productive input necessary for agricultural development but just 

one type of financial service that should be freely priced to guarantee its 

permanent supply and eliminate rationing. 



Historical evolution of 
Microfinance -4

� Emphasis on interest rate ceilings because credit subsidies retarded the 

development of financial intermediaries, discouraged intermediation between 

savers and investors, and benefited larger scale producers more than small scale, 

low-income producers. 

� Improvement of Microcredit programs throughout the world upon the original 

methodologies on financing the poor. 

� Lessons : poor people, especially women, had excellent repayment rates (better 

than the formal financial sectors of most developing countries). Also the poor 

were willing and able to pay interest rates that allowed microfinance institutions 

(MFIs) to cover their costs=>high repayment and cost-recovery interest rates 

helped MFIs to achieve long-term sustainability and reach large numbers of 

clients. 



Historical evolution of 
Microfinance -5

� Recognition of Microfinance as a strategy for poverty alleviation in the 1990s. 

General consensus about the key position of  MFIs serving the needs of 

microentrepreneurs and poor households. These successes are nuanced by  

issues of MFIs’ concentration in urban and densely populated rural areas.

� In the mid 1990s microfinance activities widened to savings and other financial 

services. This new development imposed the replacement of the term of micro 

credit into "Microfinance“ as the term refers to a range of financial services to 

the poor, including not only credit, but also savings and other services such as 

insurance and money transfers. 

� Examples of innovation in Microfinance business:

� The Kenyan Cooperative Insurance Company (CIC) provided credit, life, and funeral 

insurance to credit union members who subscribe to policies through their credit 

unions



Historical evolution of 
Microfinance -6

� International Remittance Network (Irnet) launched in 1999 by WOCCU, in partnership 

with Vigo, a money transfer firm. 

� Prodem in Bolivia has introduced a combination of biometric fingerprint and Smart 

Cards to deliver financial services to its clients. ADOPEM in Dominican Republic 

introduced the Personal Digital Assistants program. BASIX established tellers in 

manned phone booths operating in India.

� "Agriculture Salary" savings product to farmers provided by CCACN (Central de 

Cooperativas de Ahorro y Crédito Financieras de Nicaragua) & Bolivian Caja los Andes 

loan repayment options that fit the cash flow of various agricultural activities, including 

an end-of-term payment for both principal and interest that fits single crop activities

� Mobile Banking at the end of the first decade of the 2000s in Africa & Asia.



IV.African microfinance 
History

� Microfinance  practices are not new in Africa. Traditional and informal African 

savings and loan schemes include, Ekub in Ethiopia, Tontines in Cameroon and 

Niger, Esusu in Nigeria, Susu in Ghana, Gameya in Egypt, and Sanduk in Tunisia. 

These schemes are based on traditional knowledge and values, and microfinance 

initiatives that build upon them can count on legitimacy, accountability, and self-

enforcement.

� African microfinance is as diverse as the continent itself. The formal microfinance 

movement in Africa started in the mid 1970s with the savings and credit 

cooperatives known as SACCOs in the East and COOPECs in the west 

(coopératives d’épargne et de crédit “COOPECs”). The lessons learned:

� Poor people prefer savings facilities rather than access to loans,

� Interest rates were issued for loans only, and no interest paid on savings=> COOPECs   
mobilizes savings in rural areas to finance businesses with trade people and white-collar 
workers in urban areas.



Zimbabwe Savings 
Development Movement-1

� Informal burial societies in the end of the 1890s (troubles to collect money 

used to delay the burials) and rotating savings clubs (women’s groups)

� A Catholic missionary, Brother F.Waddelove, in 1963 started the first savings 

club unified in 1953 under the United Central African Burial Society.

� Societies providing financial schemes emerged with the Bantu Trading 

Cooperative Society (1938), The African Friendly Society (1960) and the 

United Consumer Cooperative Society (1964). Political and legal constraints 

from the colonial state (the Land Apportionment Act in 1930 and the Native 

Urban Areas Registration and Accommodation Act in 1946), placed severe 

limitations on the possibility of Africans to provide collateral for large loans and 

credit.



Zimbabwe Savings 
Development Movement-2

� the National Council for Credit Unions in 1968: as result of the move from

savings clubs to credit unions with support from church groups, university

researchers, commercial producers and agricultural retailers.

� Continuous growth of the savings clubs after the independence in the 1980s.

5000 in 1983 to 7000 by 1998 (Rasftopoulos & all 2001) and Policy Shift from Savings

to Micro-Credit (the Wycomb Foundation).

� SHDF, registered as a non-profit company and developed cooperation in the 

context of promoting savings-led Microfinance services with majors in the late 

1990s, KAF (Konrad Adenaur Foundation) & Care Intl, in 1995,  ADRAI 

(Association pour le developpement par la recherche et l’action integrees) etc…

� In 1997, CARE Intl approached the SHDF with a transformation project from a 

savings to a credit organization over five years funded by the USAID (US$2 

million)



V. Conclusion

� Microfinance movement began with simplicity, combined traditional best

practices and recorded an explosive growth since the 1970s with credit-led

microfinancing which enabled to reach the poor while achieving long-term

sustainability.

� Importance of Program Integration and Linkages as key success factors

� WSBI advocacy for savings-led microfinance as sustainable way for the very 

poor to access the basic financial services they need and as model shown 

adaptability and resilience during economic shocks



WSBI and ESBG


