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Right honourable ladies and gentlemen, fellow microfinance practitioners, academicians, members of the interested public, it is an honour to be asked to present Women’s World Banking’s perspective on what needs to be done to focus the microfinance sector more on empowering women. The report “Helping or Hurting: What Role for Microfinance in the Fight against Poverty? in our opinion does outline many of the key areas that need to be focused on and re-focused on if the sector is to achieve some of its promise to empower women.   Our response today is intended to deepen the knowledge in five key areas in order to encourage better donor policy making. The five areas are:

1. Increasing women’s access and control over the use of loans

2. Product suites that build economic security
3. Holding the sector accountable for social performance

4. The role of social communications and financial education

5. Building purposeful leadership
My comments draw on more than 3 decades of know-how of the WWB network as well as having personally worked in the sector for 16 years' experience much of the time researching women’s lives and their needs from financial services providers. It is worth noting that WWB has many different kinds of network members—from fully participatory client led institutions such as Janashakti in Sri Lanka, to client owned institutions such as CARD in the Philippines; to large scale highly innovative MFIs such as ASA in Bangladesh and Ujjivan in India; to large microfinance banks such as Equity Bank in Kenya and Banco WWB in Colombia. As a network we have always been agnostic as to lending methodology. Our focus has been on figuring out ways that microfinance can empower and not disempower women at scale.
Topic 1: Increasing women’s access and control over the use of loans

· First access. Our recent work in Paraguay into helping an MFI target women in rural areas found what remains an endemic issue—that women’s work is largely invisible. While conducting due diligences of farm households where men had received a loan, it became clear that in the majority of cases wives were actually earning more and on a more regular basis than their husbands. Yet the women underestimated their contribution, husbands underestimated their wives contribution and the credit officers had both undervalued women’s contribution and overvalued men’s contribution. In this particular instance WWB is working to expand the credit officers’ capacity to analyse household’s financial status accurately and to sensitize them about this market opportunity. We are also developing a communications campaign to visibilize women’s work in the community. Having done this in Jordan a few years ago, working with Saatchi and Saatchi, we can testify as to the empowerment benefits women receive from the positive reinforcement of seeing women like themselves on TV, on the radio, on the sides of buses. Marketing is a very underutilized tool in the empowerment agenda and should be explored more.
· The second issue I would like to talk about is control over loan use.  The paper rightly points out in the section on gender that a per cent of loans taken out by women are passed on to their husbands or other males in the household. It mentions a study by White (1991) that found in BRAC that up to 50% of borrowers were passing loans to husbands. In 2006, 60% of Kashf Foundation borrowers, WWB’s affiliate in Pakistan, self-reported giving the loan to a male household member, usually their husband or a son. The real percentage of women passing on loans is likely to be higher in certain cultural contexts. Let us put a stake in the ground here, Money is power inside households (1000s of our clients have said it) and therefore control over the use of the loan is fundamental if we are to empower women through accessing credit. 

· WWB’s work in this area tells us that this is not an easy fix. 
· In examining this issue with Kashf for example we found that it was not simply the highly gendered nature of the labor market that drove this tendency but that institutional policies and procedures inadvertently played a role. Policies designed at the Head Office that sought to mitigate the risk associated with husbands using the loan ended up actually encouraging them to do so. For example, borrowers were asked to get a ‘nominee’ for the loan. The nominee was not meant to be the guarantor but in practice it was perceived to be this way. While there was no organizational mandate that the nominee would be a male relative, in practice they were the husbands if borrowers were married, or fathers if borrowers were unmarried. Husbands were asked to sign the loan agreement forms. Both these requirements were interpreted by men as meaning that the loan was theirs. HQ also requested that credit officers hold meetings with husbands at the beginning of the loan cycle to ensure they were aware that their wives were taking loans and to understand the implications of that in terms of their liability. During these meetings, credit officers, imbued with the same mental models as the clients (about appropriate gender roles), tended to reiterate that husbands were fully responsible for the loans.
·  In our interviews with front line staff and clients, many expressed the belief that it is mandatory for a wife to get ‘permission’ from her husband for everything. Further a common saying in Lahore expressed by men and older women is that a ‘woman’s earnings has no blessings’. All this to say, and not to pick on Kashf, because I am just using them to illustrate the nature of the problem, MFIs operate within particular cultural contexts and it is pushing against the tide to get cultural change. This requires investment in leadership (Boards, Investors sitting on boards, CEOs, 2nd layer managers), it requires that lending policies and procedures are designed with gender outcomes as a goal, it requires that staff are gender sensitized and that reward systems are aligned with gender outcomes, it requires that we figure out how to measure gender outcomes and that they become universal standards in the sector. The latter is a topic which I will address later.  
· What was very encouraging was that in several instances, women reported that they passed the loan on to husbands and sons the first four or five loan cycles, and once they had become established in businesses such as now owning rather than renting a rickshaw, women were allowed to use the loan for their own income generating activity.

· We must also recognise that there are several segments in terms of business size in which women operate and different lending methodologies and procedures are required to build a real financial pathway for women as they grow their businesses. For example, there is a need for a hybrid product in between the Grameen group lending approach commonly found in South Asia and the individual appraisal based lending (IPC) used to support growth oriented microbusinesses. This product would require less robust financial performance in the woman’s business and have less onerous guarantee requirements than the IPC individual lending model. It could look like the Latin American Solidarity Group model (groups of five who only meet one in a loan cycle where an individual loan appraisal is conducted and group is only liable in extreme default) and/or it could be a hybrid individual loan where two women co-guarantee each other. Similarly there needs to be a bridge product in between the microenterprise lending product and the traditional SME product. WWB’s work with Diamond Bank in Nigeria showed that many women classified as SME were in fact large microenterprises and could easily satisfy microfinance requirements while not fulfilling the onerous SME requirements. There is need therefore for more refined segmentation of the women’s market as well as more nuanced lending approaches tailored to their needs. 

Topic 2: Product suites that build economic security
· As the paper mentions, savings and insurance are key to reducing women’s vulnerability and building her economic security. Gender roles means women are a ‘natural’ segment for savings, a fact that will not be contested at the household level. Women want confidentiality in their savings accounts and want products that enable them to achieve their goals more efficiently and more reliably than informal mechanisms. Programmed savings accounts whereby clients can choose their savings goals as well as the amount they save and the length of time they will save for is a product being introduced by a number of WWB network members and one of the few products in microfinance that was found to have a positive impact by a Randomized Control Trial.
· Women save for three main reasons—emergencies, children’s education (or dowry in certain cultural contexts) and housing. Each lifecycle need requires distinct products.
· The financial solution to health is insurance. Not many solutions have been found so far but there are some promising initiatives. For example, Women’s World Banking has introduced a unique micro-health insurance product called ‘Caregiver’ that covers the out-of-pocket expenses associated with hospitalization. In its first year of operation in Jordan, over 50% of the claims were due to hospitalization to give birth. This product is affordable, tangible (in that benefits can be experienced readily by the insured population) and scalable because it works with the best of what an MFI and an insurer can provide. We are now testing it in Peru. Donors need to invest in innovation in the insurance space so that the business case can be built.
· Education. Provision of savings services is absolutely key of course. Significantly more investment is required to push the savings agenda in the microfinance sector. As the paper points out, regulatory reform is required to reduce Know Your Customer requirements. Mobile phone banking offers tremendous promise and should be complemented by savings product design as well as financial education efforts. Donors’ role is to push for product and service delivery innovation as well as regulatory frameworks that support such scaling up.

Finally, housing. There is a need for a global effort to support low income housing. Microfinance needs to figure out micro mortgages and base income projections on earnings from informal businesses rather than salaries. Low income people need property rights and women need them most particularly. A focus of donors should be to build public private partnerships for housing, invest in housing finance innovation as well as legal reform and enforcement of property rights. I will always remember a study done in Kerala which showed that 40% of wives were subject to domestic violence whether they ran a business or not, but this dropped to 10% if they owned the house. 
Beyond product innovation, we need to hold the sector accountable for gender performance.
Topic 3: Holding the sector accountable for social performance

· Although there have been recent industry-wide efforts to increase the inclusion of social performance into MFIs’ management, reporting, and evaluation systems, these initiatives have not yet focused specifically on indicators that demonstrate impact on women. 

· WWB is now working on the design and tracking of a comprehensive set of gender-based indicators that focus on three levels: the customer, the microfinance institution and the investor. As Chair of the Gender Working Group at SBTF, WWB has made the following recommendations: 
· The need for sex disaggregated indicators- beyond percentage women borrowers must be included as essential practices and benchmarks for evaluation of achievement throughout all the standards. 
· The need for market research and customer segmentation to better understand the cultural context, household dynamics and needs of clients, particularly women, and inform the design of products needs to be emphasized.

· The importance of taking into consideration the unique needs of women and men clients in the principles for client protection and transparency. 

· The need to track gender diversity in management and governance; in order to enhance the balance of experience and perspective at the institutional level, as well as ensuring that target markets (especially women) are well represented and served.

· Donors must continue to push for the development, testing and tracking of gender performance indicators across the sector.

Topic 4: The role of social communications and financial education
· In the Kashf story I briefly mentioned the socio-cultural context in which MF operates and how that works against stated good goals of the sector. We believe that a social communications approach, used serialized drama on radio or TV as a cornerstone of national campaigns, shows tremendous promise in changing cultural attitudes about gender roles.  WWB has partnered with Puntos De Encuentro, a Nicaraguan NGO, to produce a social soap opera that promotes savings behaviour and sound financial decision making for men and women in the Central American context. The show—ContraCorriente—is currently being aired in the Dominican Republic—and is the cornerstone of a national campaign to promote savings. Like Makando Junction in Kenya, but deeper into gender relations as well as economic literacy, we believe this is a powerful approach that can change the way societies think about gender relations and money.
Topic 5: Leadership

· Finally, building the industry’s capacity to respond to the needs of women requires leadership. As the industry has commercialized we have seen less women at the helm and we have seen a struggle between commercial interests and social interests. Importantly we all acknowledge that institutional capacity is the main constraint to innovation and doing what we all know is best. In response to this WWB has established its Centre for Microfinance Leadership in order to strengthen the leadership capabilities of executives at the retail financial institution Level. This Centre has trained and coached over 195 CEOs and senior managers from MFIs inside and outside of our network in its first two years of operation. We have learned that most CEOs say that they never learnt the basic management skills of coaching, building teams, time management, delegation and succession planning. Leadership, so revered in our sector because of the iconic nature of the social entrepreneurs who started the industry, can and needs to be taught and professionalized. Donors need to support leadership development programs so that the industry can grow and remain purposeful.
Conclusion
· In conclusion, I would like to thank the committee for the opportunity to present our strategy here today and very much welcome a continued dialog on this subject
The End
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