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ATHEH three boams for twelve months would have
created wealth of N24 R840 (MN3,000 + NS 000 -
N OO0 NS 000 potal deposits and N1, 840
snplus savings) capital within one vear for her
1o work with,

FRODUCTS

Saving products:

*  Duily/Moathly Savings-Individizab.

= Gimoups Savings-Moathly Savings| Agric and
Agro Alled).
Entreprenuership Business monthly Savings
Health monthly savimgs.
Women Leadenship’ Decision making
position monthly savings

* Youath Entrepreneurship monthly savings

INVESTMENT PRODUCTS

Cowan African Respensive Banking (CARB)

*  Loan for the poorest of the poor.

*  Loan for group.

*  Loan for commamity enterprise and business
developmen.

Agriculture

* Technologhes.

* Food production, processing and marketing

¢ Food Banking’ Afrcan Women Food Farmer
Initiative,
AgraAlled Activitics.
Hiealth-Integrated Development Fund
Women lesdership/Thocision making positeon
i women political participation Development
Fund { WOPDPADEF).

* Youth Entreprenucrship.

¢  Cowan Indigenous Product Enterprises
(CIFE)

*  Capacity Building Training.

Loan Products

¢ Poorest of the poor loss (CIPF)

Primaury Group loan.
Community Eaterprise Development Loan.
Food Banking loan.

Widowhood loan,

Youth enterprise loan.

Leadershin Political loan.
Emergency/Educationn] Loan.

&  Heahh care.
CONCLUSION:

COWAN employs savings as the central element
i ifs integraved developmental

Twenty-four vears expenence in rural
development has raught COWAN that if poor
women are i be empowered economically and
overtime, build financing asscts, these msety will
targely take form of savings

Al the end of 3 laon cyeles in | 2months a poor
saver would have N24,840 ax secunty i
megotiale forwith n higher koan of a1 leas

M50, (K} Hence, we are inviting you to be
imvalved and help the poor get out of the cage of
poverty, Together we would change the sentence
and get the poor o live sbove $2 a day befisre
2015 the Millennium Croals MING)

Development
target KO ONE WANTS TO REMAIN POOR
FOR ANOTHER NINE YEARS. W

i ¥

Wkmty women o0 (el trip in (s Arafe COWAN
beva Gard procevsing eonire of ldoAnl
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fumds for rescarch amd trainmg. cepaciiy
building and markel information sysiem

= Commercinl - Providing wholesale flnds for
on-beding o chents and corporate bodies on

vormmercial fommns HI:I'lF.IF"I appopriaic
mrciufimance banks and other commercially

viahle microfinsne tnstiution,

in order 1o enaure moncasod sustainability, the
|'|r-|||1'h.:|t.uuj rreenalpde sl the Fumd shaald be os
Iaroadd as pumaible; however, services offered
thimld he demund drven ind cost ellectne as
development s driven by a mix of cconomic

sClivEties,

i Conchirdan

The Natiomal Microfimance Policy, Regulstory
and Sigporvisery Framework for Nigeria
provides for the selting up of a Natonal

. .

lszrning how to secare Inans

Fund Madel (THM), the

Shcrofimance Development Fund to provide
commercial wholesale loans, refinancing
faculities aml techmicol ssstnnee for
mibkerofinance banks, The Fund is very vitadl In
econcmies like Nigena where microfinance
still developimg smd need varsous Tomms of
suppoart b deliver appropriale serveces,

For the Fund 1o be sucoeisiul in Nipena, several
sustarmashility strateghes such as diversification
of owirership structure, sutononyy of operations,
pood governance and commercal arientation 1o
wervices delivery hive 1o be put in place. &

t thie hanks for their NS00 billsen Agriculteral
siregeneunal pursin Crodit Suppon Scheme
Some of the myvestmcnl i ACSS) and the Micrflnance,
oprpeariarndsce Bighbighted by Polrcy, Regubatory s
the CHEN paper includad Supervisery Framework for
L primary agrcisltural Nigera, The deposit mamey
production such as arsble hanks that panticipared
cropping, horteculinge, bee ool ly prescnted papers
kiscpings, snal] Sarming, whed oft thetr products and bow
fishenes, amongst others corps members coubd access
Other tsues imcluded the flards foor start-ups snd
msrdalities for operating anil Truscess H-. enied {f
ncoossiig the Agniculiarml . Aareciedd
Lmﬁl{h':.umﬂm AL the end of the il o § —
LACGS) o Semall and escritatiiia, e corps J'j. 4 .
Medium Emerprises Equity agrecd that since ey
[nvestment Scheme 4
(SMEEISY. Alsa m.qﬂli
were the Self-Help Groups
{SHG) Linknge Ba o
initiative, benefits do S
from the Inseress
Programme (114"),
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bl for poverty SR
allevintion because it
enables the pour
INCTEdse Encounes, balkl
asnets, and reduce their
vilnernbility 1o
extemial shocks
Microfinance allows
P Bl lds b
mowe from y
survival o plamning for
the fisture, investing in
betier nutnition,
improved living
confitions, gl
children's bealith amd
mlucahion

Mictolmumce mvolves
CTERHRY permana
hscal financial
nstittions which
means

linnecial systers fon
the

i it
hnancial
miermcdianies wik)
sound financial
services 10 poor

£ @ permanient

Such insirtutions will
b able 1o peobilize and
eyl domestic
savings., extend credil,
and provide o mnge of
TVIHCR

The agrtatéon for
spevind microfinance
Tcilibes for women is
il on the Increase as

winhien see theanselves
as the focal points in
the welfire of thedr
familics amd the nanon
= 4 whole, Beemse
women are the
traditkenal home
kecpers; instead of the
famly being poor, the
woman would, i her
matherty role look for

5 Way out

She talks bo her family,
neighbours, frienils
trying fo find
Empreyvement and
aligmatives o the
home situation. She
ek for amd Ffnds
micro credit. Woinen

micrifinance

A0 wndid amd done
about maerefinance. it
can actislly be g
Iusenecss kaller,

How™ Microfinance is

ot appioprte for

4 g gl
it The poos
who have na income or
means of repaymen
moed other forms of
suppon helore they can
muaky wee of loans, In
many cases, small
granis, infrastructure
EmpIroveTnents,
cmygoyinent amd
Irainmy programs, and
other pon-financial
services may be mone
Wﬂ h:mh ot
PoYTrTY ki
Wherever posaible,
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WHEN CAN MICROFINANGE BECOME
A BUSINESS KILLER?

w:::‘:“
mch_m-l'inmrul of banks nod other
serviceds should he credil fac
coupled with bujlding For :lum"}:.rf?l:l{llh
savings, business that keeps
This anticke wishes 1o wood recands, is lepally
underscore the registered and
importance of Botmess  recognired, prepanss a
mﬂcﬂ-;huwmi . Services  business plan up to

to accepsable stamdands
develapment of miero anel files tax returms
enterprises a8 o suppont  will instill more
1o microfinance confidence m fumnd
provisson providers than a
bussiness lacking in
A lot of businesses these qualitics
wotild do better if they Providing HDS
are provided with the imvolves an in
ICCCRSANY seTvices analyes af the business,
resquired for the growth  the problems. the
und development of a oppontunitics mnd even
business. BDS hrings 8 wider knowledyre of
i the fowe the ihe provailing situation
undertying potemials and envirompent
of mn enfreprencur withan which the
Pocause these services busincss exists. RIS
Wy wye-openen’ for COVETS VArous key
i her io e aress of brisiness
cvery business which serve ns strong
stuatnon and apply the.  points that would
right problem solving  enable such busitesses
b, withetand economic
o turbulence
Nigerman banks have [t cam also be infermed
stated uneguivocally that an entreprencur
and repeatedly that that has aceess 1o BDS
Small and Medium I8 more likely 1o
Emerprises (SMEs) succoail than ihe
pose a high risk, entreprencas without
therefone their  any form of ADS, The
probability 1o sccess entreprencus who runs
finids from hanks. a business withoit
ggﬂﬂl that bemefit from RS i limitsd in
have higher knowledge, training,
chanees of nocessing skilks etc.
loan facilites from So what does |t entail?
banks because their A typical BDS consists
capacity hus been buily of the i-':lll-lﬁh'ln.g
up to nl:ﬁwhl-rr:h s
wherchy meed h-lntmu huasiness
bormowing condstions plaming, bookkeeping
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im terma of know bedpe

arid cost calcubation,
pice s pand wtidioldea

tmpait, trade Daers amd
moocan b finance,

manapement trining, iv, Regmter with
iformatcn on stntutory and
wechnologics, expan regulatory bodics.
and dormestic inarkers 2 wtep that will
stvess, and inter-firm bt the
linkages amd mos cutifidence of fund
inponantly, provviders
counseling and
METISONg Services. v. FEmbrace scourate
will anuiat nccouniy s well as
SMEs to: codmpany activitics.
i, Prepare bankable vi, lmprove
business plans managerial
copubilities,
ir. Source and utllire A
pertinent business . Form ¢lusters,
mfrmation, cooperatives and
olher networks that
it Develop requisile could be joimly

e capacity
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il
happen, The lack of
BDS in the past
sccounts for the failare
of fnance-providing:
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Pevelopment Agcocy
of Migena {SMEDAN),
i cimmmited o
enhancing the growth
ol SMEs in Nigena
drough the e of
Husinesy Develipment
Service Providers
(BDSPs). In hoe with
this, SMEDAN has
commimsmned |6
BOEPs to provide
these services o
enicrprise clusters and
groups acroas the
country,
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Introduction

A CERTIFICATION S

MICROFINANCE
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BACKGROUND

e af the key reguirements for the aiceess of
the Microfinance Policy, Regulntory and
Supervisiey Framework for Nigerta launched by
the President of the Federal Republic of Negeria
and Commander-In-Chicl of the Anmed Forees,
Chiel Clusegun Chasanjo on December |3, 2005
i the implementation of & Mamagement
E:IIH p for the deli e iy
ap ivery and supervision of
Bt e a1t et bt
a 0 of the
mumﬂ;ﬁu in ‘iimd}m Wi
characterised by weal corporate gowvermance.,
-mmmﬂ;ﬁumu
ﬂmw innnageenent
practices, lax credil pdmimisiration and i
resultant smpact on their cammg, and erosion of
their shareholders' funds. Also important, is the
need 10 address the skill gap on the pan of both
the s and local wochmeal service
iders that may constrain them s the
dlischarge of their responsibilities 10 guaranec the
sucoess of the new microfinance frnmework.

The existing community bankas (CHs) numbering
ahave 700 which have beens mandated 1o conven
o cither unlt or state wide microfinance banks
iMFHs) need re-onientacion on microlinance
hanking to deliver their mandates. Most of the
managers of the current CHs lack practical
knowledge of financial services specifically
designed 1o empower the active pooc. One of the
ways o redress the problens of CBs in their
CONVEMIDN process ki microfinance hanks
iMFBs) is vo design and imsplement an
appropmiate capacity building programme for the
executive direciors and 1op management of the
banks, the supervisors and Tocal teclmical ‘training
service providers. This beconses eritical as moss
ol the exisding CBs are unable o undentnk & the

aAppTopiile ireiming programimcs on their own
without supporting them wilh some wehnical
aispstunce ind aid,

The objective of the programme & 1o lay 3 solid
hackground and provide sdequate capacity to
manage the emerging MEBs in an efTicient,
effective und sustninable manner

The specific ks for the comification of
regulators shall inchude the followmg, umong

* To esublsh memmum stamnidards for
regulstars amd supervisors of the CBN and
related agencies in consultation with the
affected and simvilar institutions i other
Junsdictions where microlinance pood
practices have taken oot ;

*  To design trainmg programme, modules,

and curricilar for regulators
mnd supervisors and lcal echpical service
providers;

& Torecrult and retaih compeiend trainers
m and outside H;hinri‘: bo cxecule the

programme, with specific focum on
Risk Based Supervision (RHS) fue
micrafinance banks;

*  To conduct exmmination on the training
curncualsr of leaming debivery instingions in
Migerin or i other jurisdictions with a view
to certifyving them {0 be competent to provide
services as conters for microfinance
cernification process; and

¢ To isue relevant certificaeds) to the
regulstors wnd supervison.

The specific tasks for ihe certification of
operators shall inchide the following, among
othery:

s Toestablish standards of expertise andd

o AT R TTES DF Dl S I i A OF T RROECTN T pand a

comipelence for the munagement of MEFHa/MFIs
i ludeng existing aml padential Directors and of
MFHsMPLS, a0 well as managers of
MFHuMFIs;

#  To design tmining progrmimes, modules
competencies and curncular for MFPBs and MFls
Dhrectoes, Directors Candidaben, snd Chatrmen;

* Tosct gusdelines comcemming procedures and
standards for rnming, cxommatien s
certificaton on best practices o inicrofinaice,

o Joconduct examinabion W les! compelencics
and skills nooded by MFBOMFLS Divectors and
FRMLIEETS

o To run major programmes in microfinance and
enmire stundardosation, undformity aml
certification |n the subsecwr; and

o To ensare amd phold profcaskoninlbem,
creditnlity and ntepray in the cemification
e

O the bong rum, the (maining may be decentralized
wiiile the examination process will be conducted by
the scheoted mstitutions o énsure coalimaty.

The specific tasks for ihe cortification of local
technical traming service providers shall include the
following. among othors:

& To establish standards for expertiag snd
competence for the kechnical training service
providers b operaton of MEPB&MFIs fneluiding
Enrectom and Direcior Candhdates of
MIBsMF s, a8 well as managers of
MFB/MF)s

®  Todesign trmming progrommes, modoles
compatencies and curricilar for techivical
Ernani g service providers |

¢ Toset puidelines conceming procedisres and
staniclarcds for trmining evamination sl
cerificaban;

*  Toconduct examinathon 10 tosl competence and
skills noeded by the technical training service

providers:
& Tonen magor progrmmes @ mscrofmance and

ensure stnmdaridisation, uoilermty and
certihcndEen

o o jmeue rebevart certificated£) 1o the nEisces
and trazeeTs

o Tocentify tresg of tromen (TOT) firms and
indlividuals o freelance consultants or
fscilndors: and

o To set psessrment cntoria (hosed on s ffeng,
infmsructure, competenries cic ) for selocting
micrafimance echmeal Tmamyg service p-r:l'n.'i.d;.-r.
thol woakd enable thers pows ke wrvicen inm
civiidrfinAas frarneT

The Certificatlon Scheme

Siate-of-the-art capacity buklding is designed o
provide practitioners with the practical skills and
competencis they need fof thew dialy operations
rather than theoretical olasroom koowledge. Thus,
at the core of the centification syssermn stands a Skills
and Comipetencies Catalogue (50C) which outlines
what abilitees ¢.¢. the manager of & MFB must
possess in order 1o suecesslully ran a mcrofinance
trstrtution. A specialieed institution takes on the fask
o develop o meaningficl and constantly updated
SOC, and 1o carry oet cxaminations which test
whether o comtidate possess the skills and
competencies regisired. The main mle of such
Enstifwien s 10 safeguard the rmiegnty of te syaiem
and 1o assure the guality of examination.
Practitioners shoulkl prepare hemselves trough
specially designed tramings which are developed in
sach a way thai they heip them b acquire ibe skills
and os redjuired. Tradning course
develspment sl provnion of tmindng 8 conducted
through vanous traising providers conpeting on the
frec mafhoet. The reasons for establishing msch a
comples certifleation sysierm are:

< & To prowvade proctibionsms wilh high-guality

tramnings which provide tsem with the skills
anad competenches reguited i thewr day-to-day
job;

o To certily the superyisory authority (i s case
CBN) that the respective MFHs are nm by
professional imanagement,

* To show the gencral public that MFBs are
trustworthy and professionally run institutions
where they can safelv deposit their money; and

*  Tosuppoen the development of 2 sirong and
competitive mmining providers market.

Implementation of the Certillcation Scheme

CBM ogether with NTHC b fully committed 1o
culablish thecertification scheme for microfinance.
They have assigned West Alcan Inurtute for
Frnancial and Economic Management | WAIFEM)
and Financial Institidions Tramming Center (FITO)
with the task fo ran 8 kot propect over a lirmefrusne
of 3 years where the SCC, the examination
procedures, and the maining courses are in be
developed, amd the 1* tminings and exuminations are
tir b conducted, Within this pilof project s tramsition
fioen the prveet writ inbe a olly indopendent and
selfaustainable certificanon institation is envisaged.
Throuph the extabdishment af the certificatbon
sysiemn, the human capacity in MFBs will be
significantly increased. {Mher types of microfmance
msgEtutions beside MFBs might be inchiuded in the
systen al & lster stage o strenjgthen the
microlinance sector a5 4 whole. W
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b warkd of
microfinance and of the
ommnibus poverty

alleviation was agog on Ocloher
I3, 2006, For Alex Counix, the
President, Grameen Foundation:
USA, a Nobel Pesce Prize for
Professor Muhaemad Yunus,
the mekenowledped creator of
what s known os microfinance
wis ‘exhilarntimg’. For Yienas'
immedinte colleaguis amd
disviples across the world, the
prize was the bigpeat and the
Larest ghobal endorsensent of
microfinance as an effective
ercalnor out of poverty for the
ponie. Excried na his friemds are,
we mne certmnly not surpnsed

If there be any element of
surprge, i is 15 the Nobel is
mist i ceonomics. That certainly
s netther bere por there,

Like all men of destiny, the
American truined
Ecomometricunn was propellad
on the path of greatness by the
masery of his people defimed by
farning and perenoial floods. As
ati sctivisd, he sought the
frecdom of Bangladieshin
whether froen the nicmal
colonisation of Pakisten or from
the grp of poverty, Hangladesh
Rl 19T was enourwillig part
of Pakistan. In mud-1970s

L—__

Henry Kissinger, then US
Secrctary of Stute unchaniably
dubbed Hangladesh o baskel
s’ on the accoynt of the
Asian rathon’s wide spread
poverty and hopeless
development prospects.
Scandalised by poverty on the
streets of Hangladesh, Prof
Yumus in his confession could
ot establish any relutionship
between the
INCTCAsEnY Slarving
Bangladehis und
the chegant

he taught at the
Unaversaty of
Chittaggong. a
Southern city of
Bangladesh
Cocktnils of
catyventional
development
therapy were
failing. Professor
Yimnaes dicd what
ondinary’ men
wosild not di, he
duimped his chalk
and professoral
chair, 'With few falies, he began
lo provide credn Bacilibes 1o
lamdless wormcn. His chariseno,
wisiot, sedlessiness andd

-

i}

N

l

Prof. Mubummed Yunws, a Vobe!
Prace Prize Winner

camaniment affrociod bri ox-
sindents 1o kamlets and villages
fo deliver financial services to
victima of hardiéore poverny

These qualitics paved his way bo
the Mobel. His belief in and
arguments for crodit as on
sntidote for poverty are
infections and compelling.

a4

Yunus s 0 very perssasive
speaker. He foresees povemy
free world through sccess 1o
creddit for everyone. He has

repemediy noted that the
wanthd has enough
technological know-how amd
respurces to realise thas vision
Fack im 1990, Mubkansmued
Yitsus has declared credit m o
"Trdamentnl hansan right®
anid argued et those whio
command world resources
and arention should follow
suit, & wish which remains
outstanding . To him, poverty
15 the root of oll evila
Listening o him in the
conference hall of Grameen
Bank m 1991 explamng why
the devaseating flood of thal
year was less o ¢vil than
POVETTY WK ImaAFing
Accorhing o him, while
flowsd affectied only thousands
and within few dayx, the lives
of millions of people consists
of daily grm strupgle with
poverty. Yunus 5 an
mmrepentant belicver i the
ability of human beings, even
the poor. He argues against
e patermalistic view tha
poor need traming or be old
horw fo imvest their loans. He
insisds that the poor know
iwhat 1o elo, fhat they revnadn
poor becuase they lack socess
o affordable credi. He
mubbished the promacy of
tangible collscral
requerement m credil dealing
arud rather demonatrated (has
o rvtion for promapt koan

repavment cun be oreated
with “sowial cullateral’. He
ses collmeral as the bamice
DEAINE] PNME PETRORNE ACCESS
ko rnstpiulisnal eredil and as
for his position on several
credit issnes, he s absolurcly
tight. His trusd in the sbildy
ol all men proopded the
internatsonalisstion of whal
he termed the Esaentials of
Urameen” of the Grameoen
Hank Approach (GHA) o
credit delivery. He was
emphatic that vou do m teed
another Yumis' 1o make
smiccess of microorodil
schomes in other cultures,
while conventional wisdom at
that time tended to the
contrary. The spoctacylor
performances of microfinance
mstimtions in Afnica, Latin
America and Asia are
eloguenl testimondes of hes
vision. Today, throagh
Cirameen Trust, 2 non-profil
mstitution he crented in early
| ¥K)s, there are over |50

successful prameen
replications of variods

degrees

Beyond Crumeen, Yunus has
broiaght sucoour to several
poser weross the warld . He
doppedly pushed the practice
off delivermmg small loans o
ihez posir B g2 ol
scooptobility against all odds,
eapecially opposition from

wnlernational developomen
gatablishmens and suthorities
Like the sitsiude towands
oSt innovatkons, consialtnngs,
EVEn some very respeciad
saw meode "whys' the kdea of
creght-for-the poor would fail
than succeed. He guided the
practece through s phises of
development (o it current
general acceptance by the
entire world

He has spearhieaded
initistivies, which brought
rematrces (o macrofinance. He
once chabred the Comuhative
Crroup to Assist the Monrest
(CGAP), a global resource
group for microfinance
housed in The World Bank.
The Nobel laurente s the
miain driving force behind
senies of Mcroecredit
Summits. As we celebruie this
rriaty o f visbom and courege |
we shoukl acknowledge his
University of Chittagong x-
students und colleagoes who
cotalifuted the bedrock of the
Cirarmeen success, Dimpal
Haru, the current Deputy
Muoraging Drector ol
Cirameen Bank and Professor
Islam Latife, Managing
Direcior of Grameen Trust
are shinning cxamples of
bovalty mnd commitement

| 9
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iroduetion
. it reference buresus
(CRBs) are now an importand
nrd well entrenchad component
of the financial system
infrastructure in many parts of
the world, notably in the Uinlted
States, Europe, Asig and Latin
Amenca. They have come to be
recognteed s a potent weapon
10 combal (he endemic problem
of bad debes which generally
have devastating cifects on the
lending instituthons, Despite
their acclnimed sabutary cffects
on credit admimstrution, crodit
reference burcanus exist pnd
operaie only in a lew countrics
m Afnce. These include: Kenya,
Tanzania, Znmbia, Egypt. South
Africa. Nigeria nnd some
countrics in Francophone West
Africa. In whst follows, we
shall briefly examine the nansre
of CRBs, therr benefits for
micrefinance banks (MFBs),
and issues and challenges in
operating a CRB system for
MFR1 in Nipenia

Definition and Rationale

A eredit reference bureaw is an
agrocy that provides
mnformation on the credit history
il habits of bormowers to credit
gramtors. This inproves the
lender’s ability to piscss the
credit-worthiness or ability of
the prispective borrower o
repay o loan. Generally, CRBs
collect and collate financial data
on individuals und companies
from financial institutions with
which they have business
tatsonships, On mequest, the
ormaticn 15 made available,

by for a foe, 1o thind partics

for the purpose of credit
assessmiend and credit miling. A
CRB does not 1ell n credit
gratubor whether to lend or ned (o
a prospective bormower. But e
informution supplied by a CRB
can weigth heavily on the terms
and conditions of o loan granted
o a borrower. Credil reference
barrcaus oF reporting agencics
may b operated as private
CTHETPIScs of A8 cooperafives
formed by concernad
sinkeholders m u specific
geographical ares

Regandless of the natare and
structure of ownership, the basic
fnction of credit reference
burcaus is to provide
enformation in the form of credit
repoarts regarding loan histories,
solvencies, hankruplcies,
foreclosures, criminsl reconds
and sometimes charseter and
repuiation, Tvpical chients of
CRBs include banks, mongage
lenders, credit card companies,
wholesalers, leasing firms and
other linancing companies.
Froum credin reports of CRBs,
lenders mre able 1o determine if
a loan applicant has 4 good
recond servicing past loans, the
quanium of leans currently
onatmmding, and assets pledped
s security against them.

A recent World Bank (WIDR
2003}, study underscored the
relevance and mmportance of
CRBs even for small firms
Acconding o the study,
rnformation on credit history
cun reduce processing time,
costs and default rates by more
than 25 percent, The Bank

L

further argues that on the
average, countries without
credit reghistnes have o private
eredit-to-GiDP mtio of 16
percent; those with publicly
owmned crodit registries about 40
percent, and those with privaie
burcaus about 67 percent. In an
empirical study of the impact of

credit bureaus on credit markets,

Imessn Love anid Natahya
Mylenko of the Workd Bank,
found that 49 percent of small
firms reported credit constraints
i countrics without g credit
burean, compared with only 27
percend in countries with one.
They also found that the
likelihood of obtaining a loan
improves from 27 in countries
without o credit bureuy to 407
in countries with one

Credit Reference Bureau for
Microfinunce

Benefins for MFBs
Microfinance services have
emerped over the past few
decades as impornant tols for
economic development and the
empowerment of the world's
poor. Expansion of the ghobal
micrufinance sector las hroughs
i its wake problems of
information asymmetry, sdverse
sclection and moral hazard,
Information asymmetry refers 1o
the condition in which market
participants do not have scocss
10 the: informstion they need for
their decision making processes
Adverse selection is the
occurmence of uniavourable
resatlts ansing fom imformation
asymmetry, while moral harard
18 the risk that n party 10 a
transaction will not act in pood

risks could be

hazardous for the
operalion and
irabdlity of microfinance
4. Hence the growing
comviction that credit
inflrmntion systems of CRBs
would be supportive of the

mtional efficiency of
microfinance banks. Specifically.
o credit mtormmton shan ag
swstem for microf pance hanks
wolthd help to redkice risk and
transactions cosls, IRCTCnse
iransparency, fcilimie the
crewtion of betier incentives to
repay loans, ind spur
competition among indusiry
players to the advantage of all
coneermed,

For Migeria, operation of CRHs
will ennbie MFBs to reduce the
gvernpe Lime SPEnt 0N processig
of loan applications, therehy
livwering the cost of |'|ll'l1-'l'i|:!|:1'l.g_
credil. In the same vein, michl-
entreprencurs will spend less
time waiting for loan approvals

i major problem with hnﬁ'uwm
tn st developing countnes
Assessment of borrower righ by

' .I.:'L-.- . 1 . .! .1-_ . ::. 1
will ﬂq sgutlony

authosit rivmdtor the sectod
miee cilgefively.

Experience hos shown that the
risk clement of repeat loans in
muicrofinance banking systerms
with CRBs can be reduced by as
rrsch as half of the nek in new
loans. Thus, MFHs will compete
fr clients with favournble credit
hnstores, rosultimg in etfier

bermms for those bomrowers.
Exisience of eradit hurcaus lends
i impe] borrowers towand
greater discipline with the
knowladge that they risk bemg
locked out of crodit markets if
they usduly delay or defaull on
their loan repasments

Cibpective aned proper sssessment
af the borrower's Nidelity by
S84FBs would be enhanced =
reputntional collateral will work
in fovour of bomowers with
good crodit histories. This
wonld be pariicularly helpfial o
the lending institutions snd
borrowers since unider
mictofinance lendhing, cradit
could be granted without
physical collateral but solely on
the basis of the reputation of the
DEHTOWET OF EURFEINOE,

in Migerin, it will
contend with s o
challenges that have cunatt
otlher coentrics in estahly

banks and w
10 the Nigdrian

a

op ghie Stage of
“Seoglt”in a particular country.

5 ountries with few and under-

developed microfinance
inatitutions tend 1o exhibil a
comesponding low demand for
credit information sharmg. (M
the other hand, where there is
Erowing mn‘q:_-ﬂil_irm_.tmu-gn
microfimance mmstitutions ax
happened in the past decade in
coumbries soch as Baolivia,
Rnngladesh, Mali, Uganda and
Paragiay, the demmand for crodin
fnformation slanng moreawes
signtficantly. If microfinance
stintions do nod shars
information about therr ¢lients,

(12}
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oppartinities would abound for
horrowers to ke out muhiphe
|oans From different institutions
without detectinn by unwary
lemders Cilven the dexire and
comtmitment of the CAN 1o the
orderdy developeent ond
sustzinable viahality of tha
emerging MFBs, establishiment
of u credit reporting mechamsm
for the sector s mmperative.

Spatial Dowain O Operation
Of MFB Credit Reference

Hirewi
Foe Nigeria, operation of a CRE

for microflnance banks muost be
contextualiset withen the
Micrafinnnce Policy, Regulatory
and Supervisory Framework

by the Cemtral Bank of
Wigena recenly for them fo

s the poculiardics o
il perat g

wales and local govertitnents ane
expected to chanaed 1% of thew
amnual budget through
microfinance hanks for rebevant
poverty reducing and growth
enhancing sconsmic aciivites
The contributions by the siaies
and bocal governments 1o MFBs
in their jurisdictions may impel
them 1o take more than 3 passang
insterest in ensuring thal MEPHs |
dishurse the funds to their chents
within the simie or Tocal
government sren only. The
practical implication is that
subscribers to CREBs will be
confined to particular local
{OVEMMET AFcEs or stakcs 1
accordance with the aroa of
operation of MFBs. It would
appear that the coverage of
CRBs winild not exceed the
hosmdmnies of their nuthoriao




i arew of operation
&4 A nuimber o
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rolinmnee

wraniog friom Use foregormg, i 1
not elear whether the demsand
For credil informuadion sharnng in
4 BEnte can justify competitive
CRB operations with the
atembant cost effectiveness and
efficicnicy in services. Faced
with a low demand situstion,
the prisgmatic ontson could be o
eatablish CRE menopolies with
the atiendant high pricing and
uther ineiliciencies. These and
otlser related imsues require
firther reflection in order 1o
evirlve an i mode] of
CRE for MFBs in Nigeria
These and other considersitions
must have inspired the CBN o
stipulate in the mew peolicy tha
the operations of its existing
CRB would be extended 1o
cover MFBa, In other words,
MFBs would be roquared 10
report details abot their lending
dain i o contral depository for
warchousing, processing,
analysis and dessemination m
sccordance with the rules of
Engagetnen,

Models of Credit Reference
u
A pertinent question to ask is
what should be the ownership
profile of a CRB for
microdinance; should it be a
public, private or public private
parnership? Acconding 1o the
World Bank, experience has
shavwn that private CRBs have
demonstrated greater
effectiveness than their pablicly
owned counterparts which tend
to manifest the radstional
ailments associated with public
sector enferprises. Regardless of
which model is sdopled, one
thing is clear; the Central Hank
has a pivotal role to play in the
orderty development of credit

TN TTLN OF Vel S A ke Fi (0 e
Porting rystemy. [0 the thor-
iy meCiumm-berm, (e Bank nmost
fntime o ke the fead in

pobicy mutistives on CHH.,
chumnpion legislative
TRISFVENdENML, Tegister of [icense
credir bureass, provide legal
oversight for CRBa, provde
duspute senlement avenues and
romote participation and
cistiphiance through regulatory
requiremnents amnd supervision.

It is itmportant that in the g
run, CRBs for microfinance be
self sustaining and profitabie
This will require & wide
participation of MEFBs, as well
os dermonstrated efficiency and
cost competitivensss on the
part al the CRB. The pricing of
the CRE's services '=-1Iljml‘lnl:-l.:-:ll
careful handling to avoid a
thirw -down of [is supply of
credit reports, The point cannot
be over stressed that a clear
begal and regulntory basjs for
CREs 15 required for effective
oversight and protection of all
sakeholders. In particular,
legislation musi create o balance
between the need 10 protect the
privacy of the bormrower and
effective information sharing
between the CREs and MFRs
Such legislation must provide
for adexpuate safeguurds agniny
masuse of dats penerated from
the reporting mechanism by
CRBs.

Another issue 1o be comidened
i% the entical role that
miormation lechnology will
play with respeet 1o credis
reference bureaus, microfinance
Jrhmh and their clients
nformation wwehnology (IT) has
been revealed as an important
taol for enhancing the quantum,
quality, timeliness, and accuracy
of credit reference reports. Thus,
the place of IT in the
establishenent of a credible
tracking system which CRHs

1

cotll leverage for the

NPEra o cannot be enyshapiuesd
In-an =nv rommesE] wbere ey
1% o relinble nalhicina

mie e tion w I mird

CrMERorbng the Lect Ekal mins
custoeecrs of MFHs are lneraey-
chnllenged, it might be helpful
1o explore deploving an IT
tracking system with biometne
capabiiity in the design of o
CRHB for the microfinance
banking sub-sector in Nigeria,

Cietting Searted

The naugal starting point in
setting up a credible CRB is 1o
€nact an enablng law 1o
underpim the reporting
mechanism. Without a law
backing the reporting system, if
wimild be difficalt to pet the
cooperation of the MFBs and
their clients who could shield
themselves behind a vell of
privacy in deny the mechantsm
of the needed information. The
law would define the model,
entry s exit from the CRE
mnrket, set standards and ihe
reguilation of CRB operntions. i
should also provide for
procedures to venify information
and avenues for dispute
resolution

However, it would a that
the intendment nl'lh:m
mecrafmunce policy i io
miegraie ihe MFHs o the
existung CRH armangement,
Even w0, the law estublishing
the present scheme would need
10 be examined and
smendments made 1o ensure
that b is sultable for MFBs, The
pomnt must be made however,
that Bo matter how stringent the
provissons of the underlying law
of a CRH system may be, the
cificiency and effectivencss of
the scheme ultimately depend
on the integnity, and
professionalism of operntors of
the CRAs.

AR
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The goal for the Migerian and fwir crodit reporing.

Macrofutance Policy showld
b the passagre of & law' on
IR operations that will
promote the development of
CHRE® o be sel Caustaining
amd profitable organoestons
The taw should clearky define
ihis iy mag'h1 mitlmEnty for
LS with porovers o iegiale
and hicense CRBs, s
supeTvisony regulafions aosd

Concluvion
The Faderal Gosernment ancd

CBN have taken e rght
steps in puttmg in place
mechamisms for 1he
development of the
microftnaice sector [ e
cverinal opernions of TR
fior MFBs wall deepen amd
urengilen the secior with

rn, i e, TV P Wl AT T ey SEE 1 M S -

parns 1o (o Nimancia
pad cconomy as a wi
Bluch work necls o e
undertaken 1o pealine the
desired goal, but wilh ihe
comrsitments that are alresdy
viatble and the goodwill and
dedicaton of dl stukchalderns,

the goal will be achicved
L
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MICROFINANCE FOR WOMEN:

COUNTRY WOMEN ASSOCIATION f( OWAN), EXPERIENCE

Wl ¥

i el ini Chpawdige, Fisruiier Dt CrEEN i

AACK GROUND : s
COWAN AFRICAN RESPONSIVE BAN A

{CARBY s based on the Afncan Trulitional
Hespomaye Bankmg [ ATRB) methodology where
enoperation, sharng. irusl, honeaty, ity amd
suvimgs are the hedrocks of elliciency, siccess und
svtainahility

The product which hai cmerped for mofc than a

decade of COWAN work s the African Tradiional

Hanking (ATRI) proprmmmme, & unikae sy
hcked crodit system which menges unsd refmcs
traditions] and formal, practices @ a Wity whikch
ndapes to the financial neods and capaThies b0 Wn
i-- _T l"' A {hcd thi- bt African
ok EPRRliL Bruct hocs strcit e Ty i

Sariaiion of badinal saymgipracuces mid i8

|‘-.

/ . hi- :

Bl gt=rt a
TH'JHI{I.IH a savitngs-hocked crodsl institiass
serving poor women m urban and raral wreas.

Beneficaanics gré COWAN members and affilates

and they accest ATRE services

in the Dhily Savings Programme, 26
members of commmity level-sell-help groups Hy

saving contimpously smal] amounis, poor Wames
e able I

»  Build significant savings as financial msets

Leversge their savings by accrssing
- working capital amd ipvestment crodil 40

|.|"'.|

ICTEanG 108 |_.-..|-||. Fivity il ;""Il:ll.ill'llll'll ol
iherr ecofiomic BUELV IS

s Accumulsie spphes capital bovord tha
wivich 1% peceansy 1o mnorilke e lians

Laan MFrocediars
Every beneherey
expeciod 1o save W00 deposit w {thin & memth 1o
get W5, 000 Inan. The NSN) savings pot il wll
imwanling b
imtere= For {oir

o the moorest oof T poor loan 1§

pormtame for muiber four rmimika
a1 R Thais, thie T3 (KK ribii i
il will be mnormoad from the fistad sayed

Ir the fiflls moth, he bepeficianos wAll oW wave
B LS T thai il i et b il L] laan im uleg
second cycle Aftor saving fur four months agam
aminting te Mo 00D, ihe Yoan and inferesd will be
amoriired from the savings of six iloisand (Mo,

LHEI
n the therd eycle beneficiary will now save K100

per day, w0 peer ereoaeh whnicn enables” Ber o 2ot

21000 Janr. St will glso saye 33,000 fim
:i:léu fouar svontha totaling M 120N {The boa
aned inberest w il be amortizsd fnin 1l'u‘._11‘| ihijts ol
812 000 Excoss navimgs Ttoey dans q.ll:‘!l.‘ﬂ Tis
kepl in COWAS Tras Fiama] foe e beetselbcpaty o

COWAN clients creating wealth

negitiste for entreprensurship |oan
Wealih Creation:
ATRE polscy is wealth creation throwgh daily

saving calture by beneficianes. For example, a poor

wiman who has kess than l.'-ll_.ﬂ'lfl.h:mpiiﬂufhnf
s fo atiet with, afier emjoying the ATRE three

-~
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d) LliTﬂIllé..éH;FMIlﬁ for loans provided to
MFRs by universal Banks and olher sources

i} Capacity Bullding

a) trmning of self-help and other groups fos
Iwelibond, skill upgrsdation and micm
enterprise development;

b capacity building of stadl of mstifutions
inveldved im microfinance prosotion ¢ banks,
NGOs and Government departments to deliver
efficient and cost effective services; and

¢} capacity builifing of MFls , particalarty
support for the tramsformation of MFls 1o
MFBs

i Management Information System

a) supporting systems management in regard 1o
MIS accounting , audit and internal control in
mibcrofmance isdustry; end

b butlding appropriate data hase

iv) Studies And Publications

a) promoting seminars, conferences for
dEmcussom,

b} granting suppoe for reseanch, and

¢ ) documentation and disseminatson of
micrafinance lileraturne.

4.0 Funding Arrangements For The Nigerian
MDF
In the short fun, a MOF could be provided by

Federal Government and Central Bank of
MNigena. In the bong run, o mix of public and
privale sector should come o play. It is
expected that  funding would be sourced by the
fand mansgers from the copaial markes,
cominercial sources, mubilateral and bilsteral
mstituhions and development partners
Specifically therefore, promoters of the Fund
should target the following mvestors; Federl
Government, Central Bank of MNigeria
Infermational Finance Corporation; Affican
Development Bank; Intemational Developesent
Associntion, States and Local Government 1%
of annuil badget o be set aside for microfinance
activitses b thedr arews; Small and Medinm
Emterprses Fquity Investment Schemel 0% fund
b macro enferprises; and other institutional
myveslias

5.0 Succens Strategies Designed For MDF tn
Nigeria
i) MMversified Chanership Streciure

A mixture of public and private partnership will

b aimvolved in the ownership and management
structure of the fund. 1n this regard, the
governmeidl will be the co-owner and will
conbmue b use the fund (o suppont development
programmies, while the private sector, donors
und imternntional financial mstitutions would
brimg 0 their wealth of cxperience, skills and
compelences in the management of the Mund's
u{Tairs

i) Amtenomy

In order 10 butld a sound insdstution, the fund
should have full atlosomy 0 recrait its alT,
take decision on mvestment and other
sdmenistrative mathers 45 experience has
revealed that wholly owned governmend
development fands 13 susceptible to undue
msterferences that coild jeopardize the success
of the Fund. The autenomy in (he sdministration
and operations of MIDF domiciled in the
National Hank for Agriculure and Rural
Developersenl in India, Rurl Employment
Support Foundation m Bangladesh and Land
Development Rank of the Philippancs o
mention a few success sones have
demonstrated that indeed, sdonomy of MIDF is
the path for compeditive, open and transparent
process.

i) Governance

The suceess of any development programne
depenids on the caliber of the persons charped
with responsibifity for the Management.
Members of the Boand would have to be persons
with clearly spelt out qualification, proven
integrity, competence, track record and

CXPOTICnOE.

iv) Sustainability _
Efficient operatson of the Fund will enable it 1o
sccean the I:Ipmmhlﬂ interraticonsl i
development ! flarther expansion

ity operations on 8 sustainable hasis, Cir. Tt are
nisrmally made on basis of exigting [ -
express perfomunce mdscators
the Fund i able to cover all cost imvalve
administratron. MFDFs should chargs m
imtcrest rate on its services amd helave
competitively from the onsct. -

Services af the Fund could take the following

[oma:

* Gruair: Proveding support in form of free

o
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