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Abstract

The majority of poor people in Mozambique have been excluded from getting loans, even from
traditional financial institutions since they do not have valuable assets or credit histories to enable
them to be legible from those loans. As a means for facilitating alternative financing, a growing
number of Non-Government Organizations (NGOs) in Mozambique have engaged in micro-credit
projects in partnership with poor Community Based Groups (CBGs). This allows poor

communities to meet some of their basic needs.

This dissertation focused on the self-provision of micro-credits by the community grouping from
the 4" Neighbourhood in Chokwe district as the selected case study. The aim of this study was to
examine and evaluate the effectiveness of micro-credit schemes in alleviating poverty as

incorporated with the principles of community development.

The study found that the principles of community development are crucial in enhancing the self-
provision of micro-credit schemes. The beneficiaries were empowered through small business
training to better manage their micro-enterprises. They also participated in the decision-making
process since the rules and modalities for the functioning of the micro-credit process and the group
administrative structure were established by them. The available local resources enabled a

comparative advantage to micro-enterprises process.

Although the enterprises run by the beneficiaries are at the micro level, the study found that they
are not disassociated with environmental problems. This includes cases such as the destruction of
vegetation, erosion of the land and elimination of fish species. The internal and inter district
business relations have been favourable to micro-enterprises since the trading partners have equal

power relations.
The study also found that although the beneficiaries of the micro-credit schemes engaged in the

survivalist type of micro-enterprise, they generate an income that satisfies their basic needs in a

sustainable manner. Nevertheless, those beneficiaries that ran established fledging micro-
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enterprises had upwards shift of their household socio-economic status when compared to others.

This has resulted in their households to move to horizontal social mobility.
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Chapter 1: Introductory Background

1.1. Introduction

The majority of poor people in Mozambique do not have valuable assets or credit histories to
enable them to benefit from loans, even from traditional financial institutions. In essence, financial
assistance in the form of micro-financial schemes, micro-enterprises should not only benefit the
poor financially but should also empower them to manage and sustain their enterprises. Thus loans
are dispersed to facilitate localized development initiatives aimed at uprooting poverty and
underdevelopment. As a result, a growing number of NGOs in Mozambique are engaged in micro-
credit projects in partnership with CBGs, as a means of facilitating alternative financing. As a
result of these micro-credit initiatives, local community groupings are able to initiate and run small
businesses in partnership with NGOs. This thus allows poor communities to meet some of their

basic needs such as housing, water, food security, education and health.

Exclusion of the poor people from the traditional financial institutions to access credit programs
in order to engage in livelihoods strategies to enhance their households’ income and meet the basic
needs, is a global concern especially in developing countries. This scenario has resulted in the
emergence of global movement of both micro-finance institutions and community based
organizations (CBOs) with financial programs tailored to the needs of poor people. Globally
through micro-finance and CBOs over ninety two million poor people have been reached out with
more incidence to women, corresponding to 83%. The related benefits extended to 333 million

family members (micro-credit summit campaign report, 2005; Bateman, 2010; Reed, 2013).

Nevertheless, globally it has been recognized that the financial programs tailored to meet the needs
of the majority poor people may not be viewed in isolation. Therefore, the need to synchronize
those tailored micro-credit programs with the perspective of the Sustainable Livelihood Approach
(SLA) embedded with community development approach, which empower the poor people,
especially women from the structural practices that are greatly linked to the exclusion of the poor
communities from resources and opportunities (Tesoriero, 2010; Ife, 2002; Geiser et al, 2011;
Morse and McNamora, 2013).



The SLA and community development were concurrently used as the frameworks/approaches in
that apart from sharing common aspects they also complement each other. Both the
elements/capitals of the SLA and the principles of community development expose the structural
issues that contribute to deprive the majority of the people through exclusion to resources and
opportunities. The elements/capitals of SLA and the principles of community development both
have the ability to highlight the components of natural, human, financial and physical environment
and how the relationship of these components determine people’s level to meet their basic needs
in a sustainable way and fostering environmental sustainability. While the SLA highlights the
policy implications across the institutions, community development promotes systems and

processes tailored to community needs (Tesoriero, 2010; Montesquiou et al, 2014).

This dissertation focuses on the self-provision of micro-credits by poor community based groups
in partnership with the *World Vision. World vision is an international Christian NGO, which
operates in Mozambique. The focus area of World Vision is to implement development programs
to eradicate poverty in selected provinces in Mozambique. This type of micro-credit scheme is
referred to as ‘self-provision’ since the funds that are used to promote micro-credit lending are
from the contributions made within the group members themselves and not from an external
agency (Vletter, 2006). This research is based in the rural Chékwe district in Gaza province. This
study examines and evaluates the effectiveness of micro-credit schemes in alleviating poverty. The
results of these evaluations could be extended to other similar schemes elsewhere in Mozambique.
The aim of this dissertation is to contribute to both empirical knowledge based on micro-credit
schemes and to theoretical debates on the ‘worthiness’ and the effectiveness of such schemes. This
introductory chapter provides the background of the research site (Mozambique and Chokwe
district) including the profile of World Vision as a supporting NGO to the running of the self-
provision of micro-credit schemes, motivation/significance, problems statement as well as aim(s),
objectives and questions that guided the research. The synopsis of research methods, limitations
and chapter structure are also provided.

! See profile of World Vision in section 1.2.3



1.2. Background of Mozambique and Chokwe as the research site

1.2.1. Background of Mozambique

Mozambique is one of the poorest countries in Sub-Saharan Africa with a population of 26 423
623. It is estimated that 54% of the people are poor; they have not been able to meet their basic
needs such as adequate shelter, health, education, financial credit and there is a widespread lack of
food security (Statistics National Institute, 2016:1). The majority of Mozambicans (70%) live in
rural areas (Poverty Annual Report, 2014:55). Most of the literature indicates a correlation between
poverty and food insecurity; the majority of poor households lack food stock and do not have
adequate income to have access to food. Other contributing factors that limit food security of poor
households include the impact of HIV/AIDS, and the occurrence of cyclical floods and droughts
which have a direct negative impact on the farm yield and displacement (Monitoring Report on
Food Security and Nutritional Situation, 2009: 5).

In Mozambique NGOs have been promoting the creation of community groupings of poor
households to mobilize their own funds for self-provision of micro-credit schemes for income
generating activities. This has occurred in the absence of support for poor households wanting to
engage in income generating projects from the state or the financial sector. These income
generating activities generally translate into the creation of small businesses such as sewing,
poultry, farming, fishing, and vegetable gardening etc. NGOs together with community groupings
have created micro-credit schemes as an alternative to the financing through traditional (or
established) financial institutions such as formal commercial banks. Traditional financial
institutions are those established financial institutions whose mission is to provide a variety of
complex financial services, including loans, to the clientele. These established financial
institutions differ from others because they are not only formal profit-oriented entities; but also
tend to focus on the management of large transactions with high revenue returns. They are strictly
regulated and are not driven by community needs. This clearly shows that policies of traditional
financial institutions have excluded the poor since they are seen as a ‘high risk’ group (Swack and
Manson, 1994; McMurtry, 1993).



It is against this background that this research is aimed at exploring and assessing the impact of
the self-provided micro-credit schemes by community-based women’s groups in Chokwe,
Mozambique in terms of processes, challenges and outcomes. The assessment of processes,
challenges and outcomes will be in the context of the sustainable livelihood framework and the
principles of community development. This study will be located in Chokwe which is situated in

the Gaza Province in the South of Mozambique.

1.2.2. Chdkwe district as the site of the study.

As already mentioned, the study is located in Chokwe, a predominantly rural district in the
Southern province of Gaza in Mozambique. One of the reasons for selecting this site is that there
have been recurrent cases of floods and droughts in the Gaza province which have made the
communities more vulnerable to food insecurity than those who live in other provinces or districts.
The recurrence of droughts and floods has exposed the communities to greater vulnerability, taking
into account their dependence on small scale farming for both food security and income generation
(Public Administration Ministry, 2014; Statistics National Institute, 2016).

Chdkwe borders Guija and Mabalane districts in the north; Xai-Xai and Bilene districts in the
south; Chibuto district in the east and Magude and Massingir districts in the west. Massingir
district in the northwest borders South Africa. (Public Administration Ministry, 2014) The
Limpopo River is the main hydrographic resource of Southern Mozambique which runs through
the length of the district. Its territory is comprised of 2.443 square kilometers with a population of
183 531. The majority of the population is female (102.946), which correspond to 56.1%. The
male population is 80.585, which correspond to 43.9%. 72.000 people comprise the economically
active population. There is an unemployment rate of 40%. The main economic activity is
agriculture, which encompasses about 80% of active labour. 10% of active population is engaged
in informal trading activity. Within this area, there are cycles of two types of climate features,
namely droughts and floods (Statistics National Institute, 2016: 10).



Figure 1: Administrative map of Mozambique with Gaza province and Chokwe district
highlighted
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According to the Poverty Annual Report (2014: 52) 60% of the population in Chokwe district is
considered to be poor. The monthly average household income is $60 USD (United States Dollars).
This is despite the fact that Chdkwe district has high potential for agricultural development. About
40% of Mozambique’s irrigated land is situated in this district. On average each household has

access to about 1.5 hectare of land, corresponding to 10.000 hectares of land in total. This


https://pt.wikipedia.org/wiki/Ficheiro:Mo%C3%A7ambique_Gaza.gif

represents 5% of the total area of the district (Public Administration Ministry, 2014). The basic
produced crops are maize, rice, variety of beans, cassava and sweet potatoes. Households also
make use of the land to grow a wide range of vegetables, cashew-nuts, tobacco, sugar-cane and
copra. There is also a number of farming companies in Chokwe district which produce cotton, rice,

maize and tomato (Ministry of Agriculture, 2009).

While there is great potential for food security and abundance in this district, this is constantly
threatened by drought and floods. Floods are associated with loss of lives and the destruction of
physical infrastructures (Poverty Annual Report, 2014). Because of this, households in this district
tend to store food such as cereal and cassava for future consumption. These foods can be stored
for up to three months. However, natural disasters and the lack of resources for seed farming
projects has meant that the harvest from the household farming has not been enough to satisfy the
basic food needs of the people. These needs have to be met through non-farming income generation
programs such as making and selling of traditional beverages and remittances sent by the miners
working in South Africa (Public Administration Ministry, 2014: 20).

A variety of NGOs and CBOs exist in Chokwe district whose aim is to alleviate the crisis
associated with drought and floods, and poor resource management. Their activities range from
community support for public health, micro-credit, and agriculture, small scale fishing etc.
(Statistics National Institute, 2016:12). Chokwe district is also an ideal location for developmental
intervention given the rich resources in this area and the entrepreneurial spirit of the people of the
district. A number of commercial farming companies are also located in Chdkwe hence it has great
potential for creating (and sustaining) income generating activities. The regulated informal market
activities by the local administrative body; the combination of both household farming to promote
food security and commercial oriented crops production for trade with farming companies and
potential for fishing are resources that can be mobilized in creating and sustaining income-

generating activities by poor community-based groups (Public Administration Ministry, 2014: 20).

In Chokwe district (and indeed throughout Mozambique), the World Vision has been promoting
the creation of community groupings of poor households to mobilize funds for self-provision of

micro-credit schemes for income generating activities and savings (Vletter, 2006). These



groupings and alternative funding are known as Accumulative Savings and Credit Associations
(ASCAS). The aim of ASCAS program is to assist poor households in gaining access to credit,
generating income and promoting savings in order to improve their basic living conditions,
including food security. World Vision’s role within this program is to provide skills training, basic
equipment (including a safe for each community-based group to keep the fund before it is
deposited in the group’s bank account), and office supplies (such as pens, calculators and writing
pads). World Vision also assists each group to set up administrative structures to oversee
administrative matters and to mediate conflicts (Morduch, 1999).

Each community-based group is made of 15-40 people and each group member may make weekly
or monthly deposits of amount of choice to the group safe (Thapa, 2007). The group administrative
structure in consultation with the group members decides on which minimum contribution is
acceptable. Depending on each group member’s socio-economic status, each deposit may vary
from 150 to 1000 MTs ($5 to 50 USD) (Vletter, 2006). In order to promote the sustainability of
the group fund, group members and non-group members are able to borrow amounts up to 50 000
Mt ($1600 USD) which is used for income generating activities. Borrowers have to reimburse the
loan in four installments, which may vary between four to six months. An interest rate of about
10% is charged each time a client borrows from the group. At the end of each year cycle period,
the generated profit from the accumulated group fund is proportionally shared among the group
members. The group fund keeps growing on a yearly basis as more members join the group
(Vletter, 2006: 16).

The aim of this dissertation is to examine how these micro-credit arrangements work and to assess
the impact of the self-provided micro-credit schemes as a means for enhancing household incomes.
In assessing these schemes, | explore the extent to which principles of community development
(such as participation, empowerment, sustainability and the use of local resources) are applied. To
achieve this research aim, it was important to establish and interrogate the relationship between

the self-provision of micro-credit and sustainable livelihoods.



1.2.3. Profile of World Vision

World Vision International has been operating in Mozambique since 1983. Initially it settled in
Mozambique to respond to the needs of displaced people due to the civil war that escalated in the
period 1986 to 1992. Currently it is implementing its programs in the southern province of Gaza;
central province of Tete; and norther provinces of Zambezia and Nampula. World Vision is a
Christian organization and its mission is to alleviate poverty within the Christian principles
(www.wvi.org/mozambique).

The World Vision developmental programs range from sponsorship for child education, health
care, water and sanitation, small scale farming and natural disaster mitigation, especially for floods
and droughts in the context of Mozambique. As a cross-cutting initiative for the communities that
are beneficiaries from the World Vision programs, a model of ASCAS for group self-provision of
micro-credit scheme has been disseminated and especially the vulnerable people have been
mobilized to participate in order to generate income and savings to meet their households’ basic

needs (Vletter, 2006).

For the community groups that adhere to ASCAS model in addition to providing administrative
support to establish the group organizational structure and conflict mediations, World Vision has
also provided basic training for small business management. World Vision has also provided minor

equipment and office supplies for the startup process (www.wvi.org/mozambique).

The role of World Vision is to facilitate the promotion of ASCAS model through the self-provision
of micro-credit schemes. This initiative is within the backdrop that the availability of household
income in vulnerable communities is essential to access the basic needs and be able to better
mitigate to emerging natural disasters. The ASCAS model is also viewed as a strategy to respond
to the exclusion of the poor communities by the traditional financial institution (Swack and
Manson, 1994; McMurtry, 1993).



1.2.4. Mozambique policy initiatives on Microfinance

The Ministry of Finance in Mozambique has been the pioneer of the legislative and policy
framework in the financial sector. The Mozambique Financial Sector Development Strategy
(MFSDS), a financial background document financed by the World Bank in 2012 served as the
umbrella for the formulation of the legislative and policy framework on microfinance. Although
the policy framework encompassed all the sectors, the focus was on rural environment to provide
financial inclusion. This is because the majority 70% of the people in Mozambique live in rural
areas and it is also in rural areas where the incidence of poverty is high. Therefore the policy
framework contemplates to target the poor people, especially in rural areas by focus on SMMEs

to promote local employment (IFAD, 2014).

The policy strategic aim is cross-cutting in a broad range of socio-economic national development
plans, which include: Strategic plan for Agricultural Development, Green Revolution Strategy,
Poverty Reduction Plan, Five year Government plan and District Development Fund (World Bank,
2012).

According to IMF (2013:26) By December 2012 the financial institutional network in
Mozambique was made up of 18 commercial banks, 8 Micro banks, 7 Credit Unions, 11 Savings
& Credit Unions and 199 Micro Credit Operators. Out of this 4 banks are micro-finance driven.

Although the Mozambique policy framework on microfinance also focuses on promoting financial
inclusion, the distribution of the financial institutions network (banks) in Mozambique is
disproportional and does not respond adequately to the financial services coverage in the rural
areas. The majority of banks/MFIs and the corresponding agencies are concentrated in Maputo
province and Maputo city. Maputo city is also the national capital of Mozambique. In the rest of
the other 10 provinces the financial institutions (banks and MFIs) are mainly located in the
corresponding provincial capitals. This disproportional distribution of financial institutions in
terms of geographical coverage excludes the majority poor from the rural areas in Mozambique
(Vletter, 2006).



1.3.  The Significance of the Research

There have been numerous studies on micro-enterprise development throughout the world. Most
of these studies conclude that micro-enterprise development through micro-credit has positive
outcomes at the material level. The majority of the studies on micro-credits, have tended to focus
on women, since this target group has been considered as the most vulnerable (Karubi, 2006;
Tomory, 2008).

This research focuses on women involved in self-provision of micro-credit schemes in
Mozambique. Secondly, this study is not merely technical in nature. It seeks to examine the
correlations between micro-credit enterprise creation, improvement in quality of life and social
justice goals. In other words, material benefits and outcomes are not viewed as the only indicator
of success of these schemes.

This study highlights the importance of micro-credit lending as a feasible and effective mechanism

for poverty alleviation.

1.4. Problem statement

Chdkwe district has a potential for agriculture because of its fertile soil and abundance of water
from the Limpopo River which runs the length of the district. Because of that there is development
of both household and commercial farming. Although there are other sources of employment from
both the public and private sector, these services require specialized skills and as the result those
sectors employ few people (Statistics National Institute, 2016). Another source of income in
Chokwe is the remittances of men working as mine workers in South Africa. The mine workers
send remittances back home for the households needs. However, due to the retrenchments of the
mine workers in South Africa, the majority of the men have returned to Chokwe (Public
Administration Ministry, 2014).

Although the commercial farms have employed the majority of the people from Chdkwe,
especially women, the related employment has been seasonal. Therefore, the rate of unemployment

in Chokwe remained high (Poverty Annual Report, 2014). The prevalence of HIV/AIDS (25%) in
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Gaza province, including Chokwe district, is the highest in Mozambique and has contributed to
the depreciation of households basic needs since the targeted men who either died of HIV/AIDS

or became physical vulnerable were the source of the households’ income (INSIDA, 2009).

Although Chokwe has potential for agriculture through the combination of its fertile soil and
abundance of water from the Limpopo River, the district has suffered cyclical floods. The recurrent
floods have had negative impact in Chokwe district. Physical and economic infrastructures such
as roads, buildings, cultivated agriculture areas and the related equipment have been destroyed by
the floods. Although the public and the private sector infrastructures have been recovered soon
after the occurrence of floods due to the sectors financial position, the poor households have
severely felt the impact of the floods linked to loss of their households’ assets and the challenges
for recovery due to their vulnerable economic condition (Ministry of Agriculture, 2009).

Yet access to financial capital (micro-credit) especially from the traditional formal institutions
such as the commercial banks is challenging for poor communities such as those in Chokwe
district. This is due to the fact that poor communities lack valuable assets to serve as collaterals in
case of defaulting of repayment of the provided loans (Swack and Manson, 1994; McMurtry,
1993).

Women’s contribution to household income in Chokwe has been hampered by a combination of
factors. Although women have benefitted from employment from the commercial farming this has
rendered them with temporary household income since the employment in the commercial farming
is seasonal. This scenario coupled with the massive retrenchments of men working as mine
workers in South Africa that used to send remittances back home, that provided solid source of
household income and the impact of HIV that has debilitated the men’s capacity to work have
enhanced households and women’s vulnerability in Chokwe region (Public Administration
Ministry, 2014; INSIDA, 2009).

The combination of the stated factors has contributed to the high rate of unemployment in Chokwe
and the subsequent lack of the attainment of the basic needs by the households. In order to satisfy

their basic needs, the people have promoted self-employment through small businesses linked to
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community based micro-credit programs. Those micro-credit programs have been promoted
through the self-provision of micro-credit schemes by community groupings. The aim of this study
IS to assess the impact of the self-provided micro-credit schemes, by community based groups in
partnership with the World Vision. The community grouping from the 4" Neighbourhood in
Chdkwe district, which was selected as the case study for this dissertation, has promoted the self-
provision of micro-credit schemes in order to establish micro-enterprises to generate profit to attain
their households basic needs. This community development initiative is to respond to lack of
employment in Chokwe district.

The establishment of the community based groups of women for self-provision of micro-credit
schemes is response to their exclusion by the traditional financial institutions since they are
regarded as “high risk group” and exclusion from resource control and decision making process at

the household and community levels.

Crucial to the establishment of these community-based groups of women for self-provision of
micro-credit schemes to run own micro-enterprises is also the integration of the principles of
community development. Ife (2002: 211) has argued that community development initiatives that
have not been integrated with people’s participation, empowerment, valuing of local resources are
doomed to be unsustainable. Kumar and Chambers (2002:68-76) point out that participation is the
process of involving all the stakeholders in a balanced way in all the stages of development
initiatives. Hogan (2002:22) emphasizes that genuine participation, unlike tokenism degree of
participation is crucial in that it takes into account people”s views. Tesoriero (2010:66) categorizes
empowerment in two interrelated dimensions. While it promotes people’s capabilities to
effectively manage their development initiatives, it also raises their consciousness in terms of the
structural issues and relations that hinder their wellbeing. Therefore, empowerment may allow the

excluded people to participate in the decision making process.
Crucial to community-based initiatives is also the principle of valuing of local resources. Apart

from the natural capital in the context of the SLA, local resources are also comprised of intangible

assets such as culture and people”s local capabilities. In terms of local capabilities Ife (2002) argues
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that they should be prioritized in that external resources tend to patronize the local development
process and thus limiting its sustainability.

In the context of the SLA and the principles of Community Development as theoretical and
conceptual frameworks the legibility criteria for the group membership, the defined amount for
group funding, the reimbursing percentage and periodicity, and the types of the micro-credit

enterprises will be evaluated.

1.5.  Aim(s), objectives and questions of the research

1.5.1. Aim of the research

The primary purpose of this research is to explore and assess the impact of the self-provided micro-
credit schemes by community-based women’s groups in Chokwe, Mozambique in terms of
processes, challenges and outcomes. The assessment of processes, challenges and outcomes will

be in the context of the SLA and the principles of community development.

1.5.2. Objectives of the research

The research is guided by the following objectives. These are:

» To describe the ways in which micro-credit schemes operate in the Chokwe region,

= To examine to what extent the beneficiaries of the self-provided micro-credit schemes have
been empowered through their participation in these schemes, and to which extent the process
of their empowerment has enabled them to partake in the decision making process in regard to
the social structures of patriarchy and the gendered norms,

= To assess the level of participation of the beneficiaries in the process of self-provided micro-
credit schemes in partnership with World Vision. This is against the backdrop that the
vulnerable households, like the women recipients of those micro-credit schemes, are excluded
from the traditional financial institutions, and the model of “self-provision” of micro-credit

schemes is distinctive when compared with other global funded micro-credit practices,
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= To examine whether the beneficiaries of the self-provided micro-credit schemes have been
able to generate income, meet their basic needs and attain household social mobility as the
result of the sustainability of their income generating activities,

= To determine the sort of income generating activities in which the beneficiaries are involved
and their relationship with environmental sustainability, taking into account the available
natural resources and support by local structures, which are reflected as crucial intertwined

capitals in the SLA and local resources within the principles of community development.

1.5.3. Questions of the research

The provision of micro-credit schemes from the community level has always interested me because
these schemes have enabled the poor people, especially women who have been excluded from the
traditional financial institutions, to enhance their well-being through the generated profit from their
micro-enterprises. Throughout this research an attempt was made to respond to the following

questions:

= Does access to self-provided micro-credit schemes necessarily empower women in
Chokweé region? To what extent the women have been self-reliant to transcend the
gendered social norms at the household and community levels?

= To what extent can the recipients of the self-provided micro-credit schemes implement
micro-enterprises that generate profit taking the advantage of the available local resources
and concurrently striking the balance between their application in the development process
and maintaining the sustainable development? Are beneficiaries of these programs active
participants in these micro-credit schemes so that in fact they take the ownership of the
process and are not co-opted by outsiders?

= What accomplishments the recipients of those micro-credit schemes in Chokwe have been
able to access as the result of both the innovative practice of “self-provision” of the
schemes and the implemented micro-enterprises? What mechanisms do they use to ensure
sustainability of both the schemes and the related micro-enterprises taking into account the

competitiveness and the level of relationships with the trading partners?
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= What types of challenges have the recipients of micro-credit schemes faced, and to what

extent have those challenges impacted to their implemented micro-enterprises?

1.6. Research methods

The research method used in this dissertation took into account the nature of the necessary data,
which is predominantly qualitative. However, there was an integration of quantitative data to illicit
the demographic profile of the participants. In that context the focus groups, participant
observation and the structured questionnaires research methods were used in the study. This also

took into account the issue of validity and reliability of the study.

1.7. Limitations of the research

One of the limitations related to this study was the late arrival of the researcher in the research site
for the data collection process due to problems related to public transport. The public transport got
broken along the way. When the researcher arrived the participants had already dispersed to carry
on with their small businesses or to do the farming activity. However, as soon as the president of
the group schemes heard of the researcher’s arrival she summoned all the participants for the data

collection process.

Illiteracy problems that are characteristic in the rural areas had an influence during the data
collection process. Although some of the participants had declared owning acceptable level of
education, their writing posed some difficulties to interpret the related information in the self-
administered structured questionnaires. Nevertheless, this problem was resolved between the
period of data collection and data interpretation because the participants had provided their contact
details to the researcher, which enabled the clarification of the information provided by the

respective participants.

1.8. Chapter structure

This dissertation is made up of six chapters.
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Chapter 2 unpacks the theoretical framework that underpins this dissertation. The discussion of
the theories, which underpin this dissertation is carried out in the analytical context of micro-
finance themes and their relationship with the SLA and the principles of community development.
The theoretical framework focuses on seven key themes or debates: whether micro-finance is
advantageous for enhancing household income; whether micro-credit practices and typologies of
micro enterprises are in fact adequate for poor people; whether micro-credit schemes have been
effective for social mobility; whether micro-credits have had impact in community development
and enhanced the gendered roles and whether micro-credits have promoted sustainable
development. Examples of micro-credit schemes in Mozambique and in other developing

countries will be explored in unpacking these themes.

Chapter 3 is a literature review. The literature review lays the analytical background of the ideal
operation of micro-credit schemes and enterprises as reflected by the SLA and the principles of
community development. Thus this chapter focused on a discussion of the key elements/capitals
of the SLA and the theories of community development. Through the relationship of SLA and
community development theory two aspects will be covered: the need for local systems and
processes to promote local development initiatives and the need to synchronize those local

development initiatives for both socio-economic and environmental sustainability.

Chapter 4 discusses the methodologies and data collection tools that have been used in the
research. This chapter focused on issues of access, sampling, methods, and data analysis. A
triangulated approach to collecting data was undertaken. Focus groups, participant observation and
self-administered structured questionnaires with micro credit scheme ‘users’ were used to collect

qualitative and quantitative data. Constant comparative approach was used to analyze the data.

Chapter 5 is devoted for both data presentation and analysis of the research findings. The patterns
of thoughts and behavior, and interpretations of processes that will be exposed by the focus groups
as the main qualitative method will be discussed. Whenever possible the findings were presented
in the form of quotations and descriptions as taken directly from the participants’ observations and

interaction. The self-administered structured questionnaires provided background information
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about the participants in these schemes. The findings from the study were discussed in relation to

the research questions, literature review and theoretical framework.

Chapter six provided a summary of the research and recommendations made for future research.

Policy implications of the research were also discussed in this chapter.
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Chapter 2: Theoretical framework

2.1. Introduction

Apart from discussing the conceptions of micro-finance/micro-credit, this chapter raises seven key
themes on the theory of micro-credits, which are contextualized with the SLA and the principles
of community development. The key themes are: the advantages of micro-finance; micro-credit
practices; typologies of micro-enterprises; the perceived impact of micro-credits in community
development; the gendered role of micro-credits, effectiveness of micro-credits for social mobility;

and the socio-economic and environmental sustainability through micro-finance.

The discussion on the advantages of micro-finance reflects two views. While some development
scholars associate the micro-credit programs as flexible and responsive to local people’s needs,
the others undermine this view and emphasize the concern for financial institutional building by
Monetary Financial Institutions (MFIs) over community development. In terms of the micro-credit
practices theme, apart from the discussion of the various practices, the development scholars seek
to analyze the group composition of the micro-credit practitioners and the process of the

functionality of the lending system.

The theme on the typology of micro- enterprises centers the discussion not only on the various
kinds of enterprises but most importantly on which of those enterprises are effective in association
with micro-credit schemes. In the impact of micro-credits in community development theme the
discussion is complex and ranges from whether the provision of micro-credit schemes has indeed
resulted in the attainment of basic needs by the beneficiaries. This theme also discusses the extent
to which women, as the most vulnerable in the community, have gained and improved their social

status within the households.

The theme on the gendered role of micro-credits discusses the issue of provision of the schemes
in terms of the most legible recipients of the schemes between men and women and most
importantly who have been more effective implementers in relation to satisfaction of basic needs

and reimbursement rate. For the effectiveness of micro-credits for social mobility the discussion
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focus on to which extent the provision of the schemes has influenced households to attain improved
socio-economic status. Finally the socio-economic and environmental sustainability through
micro-finance is discussed on the perspective of the social structures, the relationship between the

natural environment and human behavior, and the green perspective on the environment.

2.2. Conceptions of micro-finance

Due to the prevalence of poverty, unemployment and underdevelopment globally more
particularly in the developing nations, micro-finance or credit emerged to be the policy and
program interventions (Kidder, 1997; Fisher and Sriram, 2002; VVonderlack and Schreiner, 2002;
Elahi and Rahman, 2006; Bateman, 2010). Originally, the term was micro-credit which later was
subsumed into the broader notion of micro-finance and in this research micro-credit and micro-
finance are used interchangeably. The two notions are differentiated as micro-credit on one hand,
which is primarily concerned about the disbursement of financial resources and monitoring of
repayments while micro-finance on the other hand, is more compressive as it involves insurance,
loans and savings aimed at improving the well-being of the poor. Bateman (2010: 1) conceives

micro-finance as:

...The provision of tiny loans to poor individuals who establish or expand
a simple income-generating activity, thereby supposedly facilitating their
eventual escape from poverty.

Despite the positives attached to micro-finance model, the micro-finance is criticized as a ‘poverty
trap’ which according to Bateman (2010: 1) is an antagonistic to sustainable economic and social
development and so also to sustainable poverty reduction. In this regard, Willis (2005:20) argues
that alternatives such as micro-credits are not neutral within a neo-liberal agenda while Thabethe,
et al (2011: 2) are of the opinion that micro-credits rather inculcate a culture that compels
communities to rely on their own devices without addressing structural inequalities. For Affleck
and Mellor (2006:13) asset that micro-credit strategy is premised on that poor people in
disadvantaged communities remain poor due to latent entrepreneurial opportunities that are often
left untapped. Bateman (2010:2) associates micro-finance as one of those ‘feel good’ public

relations and marketing effort where human dignity and self-respect are lost as the poor in
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developing countries are increasingly forced to accept their permanent engagement with the most

primitive, illegal, dangerous and demeaning business activities imaginable.

The primitiveness, illegality and dangers associated with micro-finance are reflected by Tesoriero
(2010:132) and IFAD (2014:14) when they argue that while the strategy of micro-finance is in fact
increasingly adopted, especially in developing countries as an alternative to mainstream financing,
the environment of the implementation of the related micro-enterprises has not been concurrent
with human right approach, which is core principle of social justice and therefore of community
development. Due to high competitiveness in the area of micro-enterprises the poor people have
engaged in initiatives that do not render them adequate profits, while forcing them to toil for the
whole day in an unprotected environment. In most of the cases the lack of related legislation in the
informal sector where the majority of micro-enterprises operate has subjected their owners to be

harassed and their products confiscated.

2.3. The advantages of micro-finance

Although micro-finance has been recognized by the United Nations as a main tool to reduce
poverty especially for developing countries, scholars of economics and community development
differ in their view of micro-finance in alleviating poverty at the most local level. On the positive
side, Vletter (2006:4) argues that micro-finance institutions accommodate low minimum deposits.
This kind of support is easily extended to rural areas where the majority poor live and it is easy to
adapt the use of micro-credit to the needs of local communities in promoting self-sustainable
schemes. African Development Bank (2006: 7 & 9) shares this view and adds that micro-credit
programs promote both sustainable levels of social and economic development at the community
level. This takes into account the fact that about one billion people, the majority from developing
countries who are poor and deprived from the basic living conditions have access to micro-credit
programs, which have flexibility to be applied and adapted to the context of the communities.
While micro-credits indeed promote Community Economic Development (CED) as initiated by
NGOs, first because NGOs are familiarized with CED principles, which are people driven and
second, because NGOs are localized close to the people, it is crucial to take into account the fact

that the recipients of these schemes have operated the related micro-enterprises in structural
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unbalanced environment (Micro-credit summit campaign, 2005; Davids, 2005). Von Kotze
(2009:12) cautions the fact that the failure of such enterprise development through micro-credits
is often attributed to the beneficiaries’ incapacity without taking into account the structural

unbalanced environment.

There are, however, development scholars who are skeptical of micro-credit programs. Morduch
(1998:28), for example argues that there is little evidence that micro-credit schemes focus on the
real issues of consumption. The preoccupation of those who offer micro-credit loans is on
institution building, particularly for the funding institutions. There is, Morduch argues, very little

concern with the daily struggles of the poor.

Thapa (2007:19) comes to a similar conclusion to Morduch having studied outreach and poverty
reduction programs that have been carried out by various MFIs. For Thapa, the priority of the
majority of MFIs is to secure their institutional financial sustainability, and through this process
the issue of poverty reduction by targeting the poorest of the poor has been compromised. Thapa
argues that the moderately poor have been legible for micro-credit schemes to the exclusion of the
poor since the very poor are viewed as more likely to default on repayments. In this context, the
exclusion of the poor who are in real need of the micro-credit schemes is related with securing

institutional financial sustainability rather than outreaching the real intended beneficiaries.

Hussain (2008:40) discusses the issue of financial sustainability of MFIs from the perspective of
their dependence on the donors. Hussain raises the point that since the MFIs are not themselves
financially self-sustainable, their impact on providing micro-credit schemes in a sustainable way
to beneficiaries is compromised. Linked with issue of MFIs dependence over donors, Hussain
makes the argument that MFIs are likely to resort to two options: first to provide micro-credit
schemes to the poor and charge the commonly established 20% interest rate or second, charge

higher-than normal interest.

Engler (2009:82) points out that with the first option MFIs may maximize their impact on
promoting poverty alleviation, which is aligned with sustainable community development.

However, this choice will lead to serious challenges regarding to operational costs. Operational
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costs are those costs that are directly linked to the running of the institution as to provide the
services to the beneficiaries such as payment of water, electricity, taxes, fuel and so on. With the
second option the MFIs may minimize their role as development agent, since their sustainability
would be compromised by high beneficiary repayment default rates.

Mordeno (2010:4) also discusses about the limits of micro-credit programs. She points out that
micro-credits or micro-finance have been the alternative for provision of credit, especially in the
rural areas that have been neglected by the traditional commercial banks. Mordeno argues that
although the majority of people, including the poor live in the rural areas, there have not been
policy incentives for commercial banks to invest in the rural areas. In addition, rural communities
lack collaterals to attract private credit. In order to balance this scenario, government and civil
society through NGOs and other forms of funding from within the community have promoted
micro-finance or micro-credit institutions as alternative funding for poor people’s development

initiatives.

Midgley (2008:470) makes another critical point about the impact of micro-credit programs. He
states that micro-finance schemes may improve the basic conditions at the household level.
However, such impact is not, or is hardly ever transcended to community and national levels.
The association of the positive impact of micro-credit programs/micro-finance schemes
exclusively at the household level and not to community and national levels is both due to the
provided minor loans to the beneficiaries and lack of adequate legislation for the operation of this
category of business, which is linked to informal sector. Minor loans do not enable the recipients
to run fledged micro-enterprises and lack of adequate legislation hinders the state mainly at the
local level to collect the taxes.

2.4. Micro-credit practices
Despite the variance in views amongst some scholars of micro-credit schemes, there appears to be

a general agreement in the literature that while there are different practices that inform provision

of micro-credit for community development initiatives, the common feature is that all practices
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are bonded by high spirit of solidarity and group trust whether driven by CBOs, NGOs, CBGs or
MFIs (Swack and Manson, 1994; McMurtry, 1993).

Swack and Manson (1994:17) discuss a model of lending known as the peer model of lending,
which is widely utilized in Bangladesh and Latin America. The loans with an average of $80 USD
are lent to groups of people. This model of group funding, they argue, has resulted in high levels
of return of loans. The reason is that responsibility for reimbursement of the loan is collective and
failure by one group member to pay the loan penalizes the overall group to be legible for

subsequent loans.

McMurtry has also conducted research on group lending schemes. His research is based in
Bangladesh where a distinctive loan circle model has been innovated. The distinctive feature of
this model is the fact that there is a rotated system for the group members to benefit from the loan.
On a weekly basis all the members make a deposit into the group saving account. The overage
amount of the loan is $80 USD. The borrower groups are formed by between 3 to 6 unrelated
people from a village. Regular meetings of these constituted groupings are held and often small
business related trainings attached to micro-credit loan projects are carried out by interested

partners.

In Africa and Asia, according to Thapa (2007:18), the lending models are different. Here we find
the self-help group model (SHG) is used most widely. Unlike the peer model of lending and the
loan circle program the SHG is made up of on average 20 members each. Although the SHG may
seek external financial resources, the financial contributions generated by the group members have
formed the main source of group funding. The rules and principles of legibility for the loans are
fixed by the group members themselves. The SHG usually receives related training or guidelines

and support from local community organizations.

For Morduch (1999:18) in addition to the high spirit of solidarity and group trust as common
characteristic of the micro-credit practices, the crucial factor has been the creation of loan
repayment modalities that have allowed borrowers to repay in small and periodical installments.
These modalities have enabled the household recipients of micro-credit to reconcile the repayment

of the loans out of their small and regular income. According to Morduch the creation of loan

23



repayment modalities based in both short periodicity and small loans amounts serve as warning or
screening system for loan officers or peer group members to identify at the earlier stage borrowers

facing related repayment difficulties and device timely possible solutions.

Buthe (2000:37) and Rutherford (2002:42) write about another component of the advantages of
group based micro-credit practice. According to them, apart from minimizing the risk of default
of loan repayment, the group modality has also been crucial mean to mobilize the group members
on relevant issues related to public health, human rights, participation on democratic processes and
so on. The spirit of solidarity and bondage that is characteristic of these groupings has been used

as a means to influence the communities to adhere to crucial issues as indicated thereafter.

Gibbs (1990:105) argues that the group formation takes the place of collaterals since the default
on loan repayment by a group member is subject to the collective responsibility of the group. It is

of course important to note who the micro-credit lenders are.

Keith and Wickrama (1994:110) argue that group schemes work best if loans are accessed from
micro-credit banks rather than from a commercial bank or informal money lender or sharks. The
logic for this is the balance of power; commercial banks and loan sharks are able to exert levels of
coercion way beyond what micro-credit banks are likely to do. For example, while the interest
rates on micro-credit loan from micro-credit banks is generally 20%, the sharks or commercial
banks may charge 200%, especially in situations in which due to regular defaults on repayments,
the sharks or commercial banks have acted as intermediaries to sell out the goods of the indebted

micro-credit recipients below the valued market prices.

Vletter (2006:4) discusses the micro-credit practice known as ASCAS. The role of ASCAS is to
provide micro-credit schemes for income generating activities and savings. The group
membership in ASCAS practice is relatively complex compared to other modalities of micro-
lending since it usually varies from 15 people upwards. The distinctive feature of ASCAS is that
the initial funding is generated from within the group members. However, just like in other micro-
lending practices, there is strong group solidarity and trust. Related to ASCAS practice, it is

important to point out that institutional partnership has been crucial to promote participants’ small
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business trainings and other small business processes. According to group membership efficiency

and adherence to group principles and rules, ASCAS may generate high profits to the members.

2.5. Typologies of micro-enterprises

Rogerson (1987:22) discusses the typology of the micro-enterprises according to people’s
involvement and the income generating activities undertaken. The first ‘type’ of micro-enterprise
discussed is the survivalist enterprise, which is made up by one person. This type of enterprise has
involved minimal initial capital, training and is mostly practiced in the informal sector

environment. As a result, schemes that follow this format have proven to be non-sustainable.

The micro-enterprises are made up of maximum four people and tend to engage in more fledged
income generating activities than in the survivalist enterprises. The micro-enterprises may or not
be registered. Small businesses tend to be created by between five to one hundred people, of which
a fair number are employees. Programs which involve more people tend to be more sustainable
and they are more likely to lead to small business enterprises than the survivalist schemes are. The
medium enterprise is the subsequent segment of small, medium and macro enterprises (SMMES)

and is made up of up to 200 employees and often owned by a single person.

The SLA and the principles of community development are crucial to development through their
integration and especially when the majority of people are reached out in those development
interventions. According to the discussed types of micro-enterprises and the global literature on
micro-credit most beneficiaries are indeed reached out and these initially adopt the survivalist type
of micro-enterprise (Doocy et al, 2005; Mensah, 2012).

However, the survivalist type of micro-credit and the self-provided schemes by the community
based groupings of women in the 4™ Neighbourhood in Chokwe region, due to their unfavourable
financial status their shares for the group fund or the allocated loans tend to be of minor
proportions. Experiences on micro-credit/enterprise functioning also indicate that as the process
evolves, the beneficiaries of those schemes engage in different partnerships and strategies that

enable them to enhance the generation of income and meet their basic needs.
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According to Swack and Manson (1994:28) micro-credit enterprises are designed to generate
income and promote empowerment. They argue that its effectiveness, especially in relation to the
survivalist type, is questionable since women who are predominant in these micro-credit
enterprises are required to spend long hours with low profits in the early stage of the business. The
reason for spending long hours with low profits is due to the fact that most of the women run the
same type of income generating activity at the same location, which makes it hard for all of them

to sell their products.

Yanus (2001: 46) discusses the creation of micro-enterprises in the context of employment,
economic redistribution and economic competitiveness. The decline of labour absorption from the
state, mainly in the developing countries, has led to a growing popularity of SMMEs schemes
which are now viewed as a real alternative for generating household income. In regard to the aspect
of economic redistribution, SMMEs are viewed as an approach to promote gender balance since it
allows women to access resources and opportunities. As for economic competitiveness, SMMEs

are equally viewed as a major approach to enhance economic growth.

While SMMEs are popular in government and non-government circles, there are those who are
skeptical of the developmental capacity of such an approach. Morduch (1998: 18), for example,
questions the ability of SMMEs in promoting employment, economic redistribution and economic
competitiveness. He stresses that SMMEs have not been an effective source for promotion of
employment. The argument is that the employment promotion through SMMESs has been very
limited and in addition, those limited promoted employments have been characterized of low
wages and poor working conditions. In terms of the role of SMMEs as to promote economic
redistribution, the argument is that due to the limited number of SMMEs, and associated with lack
of policy incentives, the generated income makes almost no impact in regard to economic growth
or to gender redress. This is due to the fact that most SMMES are not taxable since are not
registered, and women are still excluded from partaking in those SMMES as employees. SMMEs,
the argument goes, do not have comparative advantage to compete with fledged private sector.

Sharma (2000:134) suggests that social integration is crucial to promote effectiveness in relation

to the type of micro-enterprise. Sharma argues that in order to have access to and enhance
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productivity for micro-finance, particularly micro-credit services, there is a need to prioritize basic
illiteracy/numeracy skills and vocational training. The argument is that access of micro-credit by
the disadvantaged people is inadequate if it is not integrated with relevant training. Basic
literacy/numeracy is very crucial for basic management of income generating activities, in that it
enables the micro-credit recipients to adopt simple business principles such as understanding the
cost and profit related issues. Basic literacy/numeracy also enables the micro-credit recipients with

the ability to diversify their income generating activities based on demands for goods and services.

Oxenham et al (2002:22) argues that integrated with the typologies of micro-enterprise, vocational
training is viewed as a dynamic approach to enhance the household income in that contrary to
conventional education, which is expert-oriented, it is based on the livelihood experience of the
people. In other words, based in the experience and knowledge that communities have accumulated
along their lives, training programs are designed to fit in and maximize those existing experience

and knowledge.

2.6. The impact of micro-credits in community development

As has already been suggested in this chapter, there is much debate and contestation regarding the
developmental impact of micro-credit programs. The literature on this topic is complex and

sometimes contradictory.

According to the United Nations (UN) report on micro-credit (1997:40) based both on the
perspective of the income generating approach, in which borrowers are directed to focus on
specific activities and the minimalist approach, in which borrowers have autonomy to engage in
any activity of choice, it is argued that provision of micro-credits has contributed to poverty
alleviation. This UN report highlights that the most vulnerable of the poor, women, have had
increased security and empowerment linked to the generated income. This has contributed to a
building of social cohesion in the process of collectively meeting basic needs. These collective
schemes have also promoted shared decision making processes, particularly at the household level.
Despite these positives, the UN recognizes that these schemes are limited in their impact if

government is unwilling and unable to allocate state owned resources to the poor such as land.
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Taking the case of BRAC, which is the largest micro-credit provider in Bangladesh and other
developing countries, two scenarios have emerged. In the first, as outlined by Khandker (1998:23)
there is evidence of the positive impact of micro-credit programs among third time borrowers (as
compared to the first time borrowers). The rate of reduction in the incidence of poverty increases

with cumulative loan size.

Recurrence in accessing loan and accumulation of loan size is directly associated with the financial
fragility of the beneficiaries or participants in the micro-credit schemes. Depending on the
typology of the financing of micro-credit schemes, whether from community based institutions or
self-provision initiatives, the role of community development is to empower the participants in
these schemes to adhere to micro-enterprises that are based on the available local resources and
local trading partnerships. The relationship between local resources and local trading partnerships
is that it curbs expenses in accessing the products and the negotiations between the trading partners
of the same level tend to be consensual and not unbalanced, as in the case of external and

dominating trading partners (Mensah, 2012).

Morduch (1998:68) believes that micro-credit schemes have positive impact but that this is the
case mostly in times of natural disaster such as drought and floods. During these times, families
might come together to share their resources, even selling what remains and sharing this between
affected households. Immediate consumption needs are easily fulfilled in these circumstances and
more entrepreneurial people may find that forming micro-credit schemes during times of disaster

may be a route gaining access to fresh loans.

Through the experience of Grameen bank, which is the pioneer and also one of the largest micro-
credit bank in Bangladesh, micro-credit has been associated with positive social impact. This bank
has a 98% repayment rate and the bank’s sustainable disbursement of loans averaging $67 dollars
over 20 years. The social impact of micro-credits has in general been translated into access to basic
housing, health, food and education (Gibbs, 1990).

The high repayment rate in micro-credit schemes initiated by community based financial

institutions or through self-provided schemes by the beneficiaries is important for the sustainability
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of those schemes to promote the positive impact at the household level. The high repayment rate
in micro-credit schemes not only contributes to boost the chance for the beneficiaries to apply for
additional loans and therefore enhance the chance to attain positive socio-economic impact, but
also to enable the entrance of new beneficiaries in the process of development initiative through

micro-enterprises (Reed, 2013).

For Sinha (1976:44) although micro-credit may vyield sustainable economic and social
development, one of the major threats to household impact, especially in rural areas where the
majority of recipients live, is due to misuse of the generated income from the micro-enterprise.
Generated income at times is channeled into social events such as funerals, and weddings instead
of being used to grow enterprises or crops. In order to prevent misuse of business applications,
and as strategy used by Grameen bank in Bangladesh, there is a need to start an emergency fund.

A case-study assessment of the micro-credit program was carried out in the four districts in
Pakistan in 1999. It was concluded that micro-credit has had positive impact in people’s
livelihoods. From the sampled 100 women recipients of micro-credits, the assessment revealed
that the majority recipients applied their loans in income generating activities such as rearing
livestock, development of a variety of micro-credit enterprises, agriculture and embroidery. As the
result of the income generating activities, about 78% recipients had their households income
enhanced, mainly translated by access of improved food and clothing. However, durable basic
needs such as housing and access to health service remained largely unmet with service delivery

access unaltered (Javed et al, 2006).

In relation to Africa various studies have been undertaken concerning the impact of micro-credits.
A comparison of two case-studies from South Africa and Ghana through an impact assessment
study conducted by Afrane (1998:41) revealed that there has been significant positive impact of
micro-credit. For Afrane, the households that had been provided loans by Sinapi Aba Trust (SAT)
in Ghana through the financing of Opportunity International (Ol), an American based institution,
and Soweto Micro-enterprise Development (SOMED) through Seed Foundation demonstrated

improvements both in economic and human development indexes. The improved household
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income from the micro-credit enterprise has enhanced access to housing, education, food and
health.

It is important to assess the impact of micro-credits in terms of the level of the met needs.
According to the assessment of the impact studies in Pakistan, South Africa and Ghana, it is
indicated that while housing and access to health as durable basic needs were largely unmet in
Pakistan, they were met/enhanced in South Africa and Ghana. There are different factors that may

have contributed to meet or not meet these durable basic needs (Javed et al, 2006).

Apart from the loan size and the type of the adhered micro-enterprises, the considered type of
durable housing and access to material for building those houses in terms of local availability is
crucial. Perceptions of durable housing vary from regions. Conventional basic durable houses may
be those built of blocks and covered of corrugated iron. In other context even across the same
region, especially in the rural areas in developing countries there may be durable houses made of
local materials such as reed, mud and grass in the case of Chokwe district and many other rural
areas in Mozambique. Furthermore, the durability of housing in the rural areas in developing
countries is attributed to certain years that those local materials may last before replacement of

some of the components. (Statistic National Institute, 2016).

In the context of access to health in developing countries, especially in rural areas (Mozambique),
where health care facilities are usually distant from the communities in overage as far as sixty
kilometers, it is crucial to assess those services in terms of transport costs (Ministry of Health,
2013).

Although the micro-credit Ratings International (2008:6) recognizes the positive impact of micro-
credits in South Africa, it is argued that the poorest of the households have been excluded from
micro-credits. Therefore, the need to rank the households applicants according to the levels of their
earnings, and prioritize those households earning below half of the poverty line, according to the

Small Enterprise Foundation’s (SEF) strategy for eligibility of loans.
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In association with the funding from SEF, studies conducted in the Limpopo province, which is
the poorest province in the South, micro-credits proved to promote financial sustainability of
women for long period as long as 10 years after benefiting from the provided schemes (Hietalahti
and Lund, 2006). The findings of other study conducted in Limpopo province in the period
between 2005 and 2011 highlighted the fact that women have been enabled to reduce the issue of
domestic violence and HIV infection. That is because the provided micro-credits enabled the
women to have the capacity to negotiate sex with their partners based with mutual respect and
understanding (Kim et al, 2007).

Apart from the assessment of micro-finance worldwide attached to the satisfaction of the basic
needs by the household recipients of the related schemes, periodical assessments in terms of the
overage yearly legible number of the recipients of these schemes has also been used to assess the
impact to reduce poverty. According to Reed (2013:2) a decline in the number of micro-credit
recipients worldwide has been noted. For example, in 2011 there was a decrease of the household
recipients of micro-credits and other related services such as savings by far 13 million of poor
households as compared to 2010. It is also noted that this was the first time that such decrease was
identified since 1998 when the campaign started this process of assessment. However, despite this
slowdown in the number of household recipients of micro-credits, according to the report,
allocating micro-credit schemes to the poor has still been regarded as an adequate strategy to target
the poor and alleviate poverty.

The United Nations Conference on Trade and Development-UNCTAD (2015) highlighted that
discouraging practices by MFIs account for the decrease in reaching the poor as it is put “Over
indebtedness and abusive interests rates set by unscrupulous micro-finances institutions are

nowadays compromising the promises that micro-finance could bring to development”.

The UNCTAD statement highlights two scenarios. First, the specific poverty alleviation role that
MFIs have been trusted with and second, the similarity of MFIs and the traditional financial
institutions excluding practices for poor people. In relation to the first scenario, the argument is
that due to MFIs principles to adapt to the needs of poor community and their flexibility to be

localized at the community level close to the communities, MFIs are/were ideal to promote local
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development through micro-credit schemes. However, as depicted by the second scenario, due to
high turnout to MFIs by the poor communities this situation created high demand of services in
terms of the requested schemes. This high demand of services by the poor communities was taken
as opportunity by dishonest MFIs to increment higher repayments rates up to the extent that there

is no longer difference with the traditional financial institutions such as commercial banks.

In the context of the SLA and the principles of community development, scarcity of, or exclusion
of the communities from the financial resources/capitals limit the ability of these communities to
access the available natural resources/capitals to be used in the development of micro-enterprises
in order to meet their basic needs. As more poor people are gradually not reached by the MFIs, the
households will have less capacity not only to meet their basic needs but also to respond to
vulnerability context, for example droughts and floods. Women, especially will still face gendered
norms and patriarchal practices, with limited chances for empowerment to be able to challenge

those structural issues (Montesquiou et al, 2014).

2.7. The gendered role of micro-credit

The debate on the gendered nature of micro-credit is largely centered on the recipients of micro-
credit loans. According to micro-credit summit campaign report (2005: 353) over ninety two
million micro-credit recipients worldwide have been reached, which benefits have extended to

corresponding 333 million family members. Women make up about 83% of the recipients.

Although women are the most beneficiaries of micro-credit schemes Ellis (2000:58) points out
that the majority of women worldwide and particularly those from the developing countries, are
not self-sufficient and lack autonomy and authority in regard to decision-making. Ellis (2000:59)
argues that patriarchal practices and ideologies render women the poorest segment. Progressive
micro-credit program leaders have recognized this and have targeted women as recipients of
micro-credit schemes. Micro-credit schemes through a variety of practices have been one of the
main strategies devised to improve the socio-economic status of women, linked to income

generating activities.
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The discussion of the gendered roles of micro-credit with reference to micro-credit summit report
(2005:353) and Ellis (2000:58) are centered on the issues of women as overwhelming recipients
of those schemes worldwide and their link to patriarchal relations. Both the SLA and the
community of community development refer to gender inequality through patriarchal system and
gendered norms as a primary structural issue that largely contributes to the exclusion of women
from resources and opportunities. The gender based structural issue against women is reflected at

household, community and institutional levels.

The fact that women are the overwhelming recipients of micro-credit schemes it does not
necessarily entails that their micro-enterprises are run smoothly. In most of the cases, especially
in rural areas in developing countries where the gendered norms and patriarchal relations are deep,
women have to associate the dual household work and their micro-enterprise activities. This dual

association has negatively impacted the related generation of income (Khandekar et al, 2008).

Although women are indeed the majority targeted as the recipients of micro-credit schemes, it is
crucial to distinguish the traditional gender perspective of gender division of labour and the
strategic gender perspective. The traditional gender perspective uses a generalist approach in
which all women are viewed as deprived due to their socio-economic dependence over men’s
income as the head of the households. The strategic gender perspective is context based in that
women are not considered as homogeneous group. Therefore, the women in real need are

prioritized as schemes recipients (Moser, 1993).

The UN (2000) through the Millennium Development Goals (MDGSs) has recognized that there is
an immediate need worldwide and especially in developing countries to advocate to the member
states to integrate gender policies, which are aimed at promoting gender equality in all socio-
economic sectors. Therefore, promotion of gender equality is cross-cutting in all socio-economic

policies. The specific goal on gender equality is “Promote gender equality and empower women”.

The integration of gender within the socio-economic policies in Mozambique and particularly to
promote self-employment and micro-finance/credit is currently being carried out through the

government program in which the government disburses 7 million MTs to all the 126 districts to
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contribute to household and district local economy (Social and Economic Plan, 2014). Both the
traditional gender perspective and the strategic gender perspective have been addressed in the

Mozambique program to respond to gender policy/MDG.

The 7 million MTs fund in each district is jointly managed by a district counsel that is made up of
people representing the interests of different segments of the communities in the district. Although
the fund may benefit the general vulnerable people, women in particular have been prioritized. In
order to promote loan reimbursement women are encouraged to design group based projects
(Social and Economic Plan, 2014).

Various studies have shown that the impact of micro-credit programs is greater in regard to women
as compared with men. A study carried out in Ethiopia, for example, revealed that households in
which there were women borrowers there was a significant improvements for nutritional status,
higher diversification of income, less dependency on food aid. This is associated with the fact that
women easily share their experiences and maximize the strengths from those micro-enterprise

experiences (Doocy et al, 2004).

Woroniuk and Schalkwyk (1998:1) make the claim that women get a higher percentage of micro-
credit loans than men do and that they tend to be credit managers than men. In the main, women
tend to have higher repayment ratios, even in circumstances in which the provided credits are
equivalent to the market rates. But the fact that women benefit at a greater rate than men do from
micro-credit programs does not mean that this leads to a fundamental change in gender relations
or gendered notions about work. Feiner and Barker (2004:1) note that while women are the
overwhelming recipients of micro-credits, men still maintain power in regard to decision making
in regard to how micro-finance programs operate. There is a tendency, too, for women who are
recipients of these programs, to use micro-finance for domestic related activities such as sewing,

embroidery, weaving, baking and so on.

Indeed although the generation of income through women’s participation in micro-enterprises has
the potential to enhance the household economy this does not necessarily render women the

equitable decision making process. In the context of the principles of community development the
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empowerment process through awareness process on structural issues need to be inclusive of men.
The inclusion of men in awareness process on structural issues not only is a process of behavior
change but is also part of the transformative gender approach. The transformative gender approach
aims to challenge the gender norms at the household and community levels. It views the
relationship between the structural issues and the development intervention in a systematic way in
that if they are isolated the development outcome may not be effective. It also includes men as
the primary target group, especially the influent men in the community and the traditional
leadership. Moreover, the benefits of women’s participation in household economy is highlighted

such as improvement of children’s education, food, health and so on (Das et al, 2012).

Eade (2000:103) makes a similar point but adds that domestic related activities are labour intensive
and that the outcomes are generally survivalist, rather than profit generating. In general, then, while
women are the dominant beneficiaries of these programs, they have not been able to make the
transition from the survivalist type to other category of micro-enterprise. As a result, as Feiner and
Barker, put it, the power dominance of men over women by influencing their micro-enterprise

reinforces the existing gendered structural system.

Johnson (2004:361) makes an additional and more nuanced assessment of the gendered impact of
micro-credit programs. Micro-credit has perpetuated gender division first because women have
been equated with the term micro. Women, in accessing micro-credit, tend to access smaller loans
than men, which has made it difficult for women to transcend from group-based recipient of micro-
credit to individual recipient with flexibility to attain solid business. In addition, Eade (2000:105)
argues, women, while more reliable lenders, often lack business skills to effectively respond to
markets environment namely opportunities and threats. As a result, Eade questions the
sustainability and viability of women’s income generating activities. The argument is that
women’s income generating activities have not been scrutinized in terms of the typology of

activity, capital needed for the activity, duration of the activity and profitability of activity.

In relation to the sustainability of women’s micro-enterprise, Ife (2002:213) discusses the issue
of development versus welfare. The argument is that the various development practitioners,

including donors and NGOs, have tended to promote micro-credit schemes to women, especially
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in order to foster their welfare for example, food, and water and so on. Ife stresses, the concern
should also be about empowering these women to challenge the structural system, which makes
up the main cause for their underdevelopment. Ife further discusses the limitation of micro-credit
in the context of women’s empowerment. It is argued that although the micro-credit projects may
have potential to enhance women’s socio-economic development, they are viewed as short-term
interventions, which differ from a sustainable long-term interventions, in which the expected
results and indicators are commonly agreed upon by the stakeholders, mainly the beneficiaries and
the funders.

Community development through the principles of empowerment and participation reflects a
transformative agenda and as already discussed through the transformative gender approach, the
underlying factor is to integrate service provision with structural awareness. The structural
awareness should be encompassing by equally targeting the men as the counterpart of women in
the development process. Therefore, although the skills training on small business management
are exclusive for women as the participants in micro-credit schemes, the participation of both men
and women in the structural awareness process is crucial to path the way for the sustainability of

women’s micro-credit enterprises development (Das et al, 2012).

Tesoriero (2010:61) discusses the gendered role of micro-credit beyond the composition of micro-
credit recipients and its effectiveness. Tesoriero related the issue of micro-credit provision not
merely as a means to women’s empowerment but most importantly as human rights fulfillment.
The argument is that the promotion of micro-credit schemes, which target the most vulnerable
segment of society, i.e. Women, is an effective mechanism to enable households to exercise their
basic human rights. In other words, access to basic conditions such as housing, food security,
health, education and so on is not viewed as basic needs, but most importantly as human right

fulfillment.
Brown and Thomas (2005:355) agree with the human rights perspective in relation to provision of

financial resources through micro-credit, especially for women, arguing that first, micro-credit

institutions are very much localized at the community level and second, they are adaptable to the
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needs of the community, especially women who are the most excluded from opportunities and

resources.

Localization of micro-credit institutions at community level and their adaptation to the needs of
the communities are very crucial issues for community development. The underlying factor of
community development is that when the institutions are close to the people and through the
principle of interactive participation, in which the communities are valued as partners in the
development intervention, the people feel free to express their opinions concerning the challenges

and alternatives related to their needs (Reed, 2013).

Localization of micro-credit institutions at community level, according to anthropological
participant observation approach (Yeasmin et al, 2012) it gives the developmental agents through
research the environment to embed themselves with the communities they intend to acquaint with.
The participant observation approach exposes the researchers/developmental agents to the cross-
cultural aspects of the communities. The investigation of cross-cultural aspects within the
communities is crucial when there are different segments of people in those communities. In the
context of structural issues the participant observation approach gives the opportunity for
researchers, for example to have a deep understanding of how gender norms and patriarchal

relations operate across the household and community levels.

2.8. The effectiveness of micro-credit for social mobility

Many scholars and development practitioners argue that micro-credit provision is a powerful
approach to promote social mobility, since it stands as an alternative for financing poor people’s
income-generating activities (Swack and Manson, 1994; McMurtry, 1993; United Nations Report
on Micro-credit, 1997). However, Mercado et al (2005: 2) argue that it is crucial to look at to which
extent micro-credit has impacted on household social mobility. For Mercado et al social mobility
is the “dynamics of poverty and inequalities”, the definition coined by Habit et al (2008:1) as a
process characterized by households moving up wards or down wards in terms of experiencing an

increase in their well-being

37



Birdsall and Graham (1999: 72-75) refer to vertical and horizontal mobility; intra and inter-
generational mobility; absolute and relative mobility. While vertical mobility is characterized by
a lineal process in which individuals or group of people move up or down wards from a socio-
economic level to another, horizontal mobility is characterized by up or down wards movement of
people within the same social level. The distinction from intra-generational mobility and inter-
generational mobility is that in the former the social status change takes place within the same
generation while in the latter the social status change takes place in the subsequent cycle of
generation, which may be down or upwards. Absolute mobility is characterized by upward socio-
economic transition of a given society in relation to their parents’ social status. On the contrary,
relative social mobility characterizes upward socio-economic transition for a certain segment or

category of the society in terms of income distribution.

Behrman and Taubman (1990:95) argue that the ability to transfer economic, human and physical
capital over generations is crucial to maintain or surpass socio-economic status within or across
generations. However, they caution that the level of occurrence of shocks such as disasters and
economic trends (fluctuation of prices), which are factors beyond human control and the
corresponding capacity for their response is also crucial to determine the comparative socio-
economic status across generations. The Chokwe district, which is the location of the self-
provision of micro-credit scheme, is situated in a flood prone zone. The occurrence of flooding in
Chokwe is cyclical. Although all the types of social mobility are crucial to analyze, the focus was
on the horizontal mobility since it allows to compare the socio-economic status within the people

with the same social level.

Daniel (2009:3) argues that although there are many sources, which determine the level of social
mobility, education, discrimination and credit limitation, are crucial. Micro-credit programs cannot
be evaluated in isolation, in regard to measuring levels of social mobility. Discrimination is a major
barrier to upwards social mobility even if the people have had equal quality education. Here it is
argued that transparent labour policies may be put in place so that jobs are allocated on the basis
of merit and not through nepotism where by family, political and ethnic ties are prioritized. Credit

limitation is determinant to define the status of social mobility. It is argued that the more the people
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have access to credit; the probability is to attain upwards or high social mobility in that they would

have investments necessary to improve their wellbeing.

McCarter (2005:360) agrees and further discuss the influence of political and socio-economic
structures to social mobility. For McCarter the social structures both at micro and macro levels
have been responsible to widen the gap of poverty and inequality, especially in regard to women
in the developing countries. McCarter also argues that since the available resources and
opportunities have been directed to the minority social groups in exclusion of the majority of the
people, this process not only has deepened poverty and socio-economic inequalities, but has
promoted a vicious cycle of poverty among households. That is because parents have been denied
resources such as finances, which has hindered their children’s well-being; the subsequent

generations have been trapped in a cycle of limited social mobility.

Mercado et al (2005:8) discusses the occupational specialization as influential to high level of
social mobility in urban settings compared to rural ones. It is argued that due to the emergence of
a variety of employment positions in the urban settings, as the result of complex division of labour
and related to the degree of specialization, there is greater probability for households to move to a

considerable high social mobility due to the acquisition of specialized occupation.

2.9. Socio-economic and environmental sustainability through micro-finance

Effective synchronization of socio-economic development through micro-credit has resulted in
sustainable attainment of basic needs for people living in poverty such as food security, health,
housing and education. Social and economic development are synchronized components in that
the structural issues such as gender norms, unequal access to opportunities as education are social
practices that greatly limit the ability of the people, especially women to attain economic
opportunities mainly employment. In that context micro-credit may be effective to synchronize
socio-economic development. However, the structures of the society are the main determinant for
socio-economic sustainability through micro-credit (McCarter, 2005). For example, as Kates and

Millaman (1992:106) demonstrate that although women are the majority of recipients of micro-
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credit the set social structure which is generally translated by norms, values and power relations

favour men and tends to determine whether or not programs are sustainable and developmental.

Todaro (1997: 109) discusses the attainment of self-esteem, human freedom and sustainable access
to basic needs as main development achievements for women through micro-credit programs. Self-
esteem is related to the power that women have had to value themselves as individuals. Human
freedom is related to the ability that women have had to make own decisions as humans-beings.
Sustainable access to basic needs is the ability that households have had to access in regular and
in long term perspective goods or services, which are crucial for their survival. The goods and
services include food security, health facility, housing and education. Therefore, micro-credit

programs have been unique to promote the mentioned three achievements.

This discussion on self-esteem, human freedom and sustainable access to basic needs as women’s
achievements highlights the ability that micro-credit programs have to influence the vulnerable
and excluded people from the mainstream to challenge structural issues. When women are
empowered not only are enabled to be aware of these unequal systems but most importantly they
value themselves as important assets in the community and for such share responsibilities and
rights beyond the household domain. This also enables the women to have the ability to exercise

freedom through participation in the decision making process (Das et al, 2012).

In relation to the approaches to disadvantage, there are many perspectives that have contributed to
poverty, ranging from individual, institutional and structural. According to Tesoriero (2010:55-
56) the individual perspective locates the socio-economic problems at the individual level and
therefore, seeks an individual oriented solution. Tesoriero argues that, through the institutional
perspective the socio-economic problems are associated with the structure of institutions at macro
level. The problems and circumstances that influence the poverty both at social and economic
dimensions are viewed as the result of inadequate formulation and implementation of policies. The

long term sustainability of micro-credit programs can only be evaluated in context.

The structural perspective views the socio-economic dimensions of poverty as the result of

exclusion of the people from resources and opportunities, based on gender, race and class. In

40



structural perspective it is argued that small powerful groups of people at family, community and
societal level have dominated the majority, through norms, values and policies. Furthermore, the
structures have promoted inequalities in accessing resources and opportunities, mainly excluding

women (gender) and illiterate (class) (Geiser et al, 2011:258).

Embedded to SLA as informed by its capitals/elements, the structural forms that deprive the poor
communities from equitable socio-economic entitlements are indeed exercised through the denial
to access of resources and opportunities. The gendered norms at the household and community
levels that confine women to perform domestic and child care related activities and men to provide
the household economy is an indication of the structural forms. As also embedded in the SLA

inadequate policies have greatly reinforced the structural forms (Bartel et al, 2010).

Smith (1997:109) discusses the importance of micro-credit programs, as associated to self-
employment. Self-employment, which is through micro-credit schemes, is viewed as a means to
challenge the social structures that have been the major obstacle mainly to women’s emancipation.
Smith argue that through the generated income and associated consciousness linked to micro-
credit provision, women have adhered to family planning programs, which have enabled them to

decrease birth rates and prioritize health care and education of their children.

Linked to community development, micro-credit schemes have the potential to promote self-
employment to the excluded poor, especially women. Self-employment through micro-credit
schemes provides empowerment to women in that they are enabled to have a share in the household

economy that traditionally has been the exclusive men’s responsibility (Khandekar et al, 2008).

Sen (2000:189) discusses the relevance of micro-credit programs in promoting women’s agency
for sustainable economic and social development. Sen argues that the conventional development
objective has emphasized the promotion of well-being for poor people, especially women but
without their true participation in the respective development initiatives. Therefore, this
conventional or top-down development approach has hindered sustainable socio-economic
development. In this context it is also argued that since the micro-credit programs have enabled

the poor, especially women to have access to financial resources, this has empowered them to
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exercise agency in their own development. In other words, through micro-credit programs, the
micro-credit recipients have been enabled to make own decisions regarding which development

initiative to engage in.

Agency is also pertinent to self-esteem and human freedom, which are integral to community
development. As discussed above in this section, self-esteem empowers the excluded people,
especially women to value themselves as important stakeholders in the household and community,
therefore exercising their rights and responsibilities. Human freedom enables the women to

exercise informed choice against gendered norms (Tesoriero, 2010).

Mahmud (2003:587) acknowledges the opportunity that micro-credit programs bring to women’s
agency in development initiative. For Mahmud, this shift of women’s agency in development is
characterized by denial for becoming passive participant in attaining the well-being to one of active
participant in attaining the well-being. In addition, women’s active participation in development

process is seen as a catalyzer for attaining the well-being for both men and women.

The debate over the relationship between sustainable environment issues and micro-enterprise
development, centers on the type of income generating activities and the need to synchronize
legibility of micro-credit reception to pro environmental best practices. Acervado and Beasley
(2001:13) argue that although the scale of micro-enterprise development may be limited in terms
of the size and people involved, it should not be disassociated with environmental issues. Rees
(1999:80) also argues that large scale enterprise may be more environmental friendly than the
micro- enterprise since they are familiarized with respective policies and guidelines. Acervado and
Beasley also points out that the effective management of environmental problems may be tied to

technological issues.

The SLA and the principles of community development have common arguments in terms of
enabling the communities to take the advantage of the existing local resources including natural
resources. However, the elements/capitals of SLA and the principles of community development
caution of the need to strike the balance between the use of the existing local resources(natural

resources) and the degradation of the natural environment (Serrat, 2008). For example, Chokwe as
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the site of the study has abundance of fertile land and it has been intensively used for household
farming for generations since it is typical rural district. Commercial farming is also intensive since
it is oriented to profit accumulation. Since the commercial farming is profit oriented it may also
be associated with intensive use of fertilizers. These practices may expose the soil to environmental

degradation.

Pallen (1997:4) agrees with the possibility of environmental problems associated with micro-
enterprise development by making relationship with the respective activities: agriculture and
aquaculture may be associated with misuse of agro-chemicals and land degradation; brick making
may be associated with depletion of forest resource and release of ashes into water ways and
carpentry and firewood supply may be associated with deforestation. In order to avoid or scale
down the environmental problems associated with micro-enterprise development, Hall and
Abhishek (2000: 2) argue that there is need to synchronize policy development on micro-finance

to environmental best practices for legibility of micro-credit reception.

While the need to synchronize the legibility of micro-credit reception to environmental best
practices is ideal to care to environmental sustainability, since such synchronization would
advance the principles of community development, which account for balanced use between the
natural environment and sustainably meeting of the basic needs, it is crucial for development
facilitators to formulate those environmental best practices in simpler and practical ways to avoid
the exclusion of the majority poor people due to high levels of illiteracy , especially in rural areas

in developing countries (Oxenham et al, 2002).

Tesoriero (2010:24) brings in an interesting discussion related to micro-enterprise development
and environmental sustainability. He points out that it is crucial to make a distinction between
environmental and green perspectives. In the environmental perspective, the ecological problems
such as deforestation, climate change and global warming, although it is recognized that they are
mainly caused by human behavior, it is prescribed that the technological approach is determinant
to solve or prevent them from happening. Therefore, the environmental perspective is very lineal
in that it excludes other aspects such as the structural and policy issues as influential to ecological

problems. On the contrary the green perspective uses the holistic approach to analyze the
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ecological problems. It is argued that although the human behavior is partly responsible for

environmental degradation, the structural issues are the main cause of such problems.

Analyzed through the lens of the SLA and the principles of community development, unlike the
environmental perspective, the green perspective realizes that structural issues are mainly linked
to environmental problems. The link between the environmental problems and structural issues is
reflected through unequal access to resources and opportunities. The minority group of people who
have the control of resources are profit oriented and have largely disregarded the environmental
preoccupations. The majority poor people, especially in developing countries due to their
exclusion from resources have not adequately been aware of the associated environmental
problems and the related implication for sustainable meeting of the basic needs and future
generations. Additionally the fact that they are also excluded from opportunities mainly education,
makes the environmental awareness on environmental issues challenging (Montesquiou et al,
2014).

Throughout the discussion on socio-economic and environmental sustainability through micro-
finance it was highlighted that micro-credit schemes through the related micro-enterprises have
the potential to promote socio-economic and environmental sustainability. However, for its
effectiveness a balanced process of empowerment and participation of both men and women is
necessary. The participation of men in the awareness process was viewed as crucial since it exposes
them on how the perpetrated gendered norms and patriarchal practices promotes women’s
exclusion and curtail women’s participation in economic activities aimed at enhancing the
household economy. Moreover, it was also highlighted that there is a relationship between the use
of local/natural resources and micro-enterprises for the degradation of natural environment.
Therefore, formulation of accommodating policies was crucial for communities” awareness on

environmental problems (Serrat, 2008; Bartel et al, 2010).
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2.10. Conclusion

Throughout this chapter it has been pointed out that while some development scholars are
supportive of micro-credit programs, since they are deemed as adequate and adaptable to respond
to community needs, other development scholars are skeptical to the promotion of community
development through micro-credit programs. As to micro-credit practices there seems to be a
common agreement among the development scholars by asserting that all the practices are bound
by high spirit of solidarity and group trust.

The impact of micro-credits to meet the basic needs of the households was associated to the
typology of micro-credit enterprises run by the recipients of those schemes. The discussion in this
regard pointed out that because of their fragile financial status, the majority of the schemes
recipients have adopted the survivalist type of micro-enterprises. It was discussed that the ability
demonstrated by the schemes recipients to ascend to fledged types of micro-enterprises not only
would determine the level of satisfaction of basic needs in a sustainable way, but it would also
influence the ability for the households to move to the subsequent level of socio-economic status

-social mobility.

Although the discussed literature on micro-finance/credit history has indicated that women are the
overwhelming recipients/beneficiaries of the schemes, mainly due to the history of their exclusion
from resources and opportunities, in most of the cases this has happened without women’s agency
in the decision making process. Related to women’s lack of agency in the development process
the structural issues mainly through gendered norms and patriarchal practices both at the household
and community level were deemed relevant for women’s exclusion from resources, opportunities
and the decision making process. Therefore, it was highlighted that through the principles of
empowerment and interactive participation men as the counter parts need to partake in the related

awareness for behaviour change.

Structural issues mainly in the form of gendered norms and patriarchy were viewed as the major
barrier to promote socio-economic and environmental sustainability through micro-finance. This

was highlighted against the backdrop that the gendered norms and patriarchal relations play a
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pivotal role to deny access to resources and opportunities especially to women. A link between the
influence of structural issues and the limitation of micro-enterprise development for sustainable
meeting of basic needs was established. It was also established that unbalanced use of natural
resources as related to micro-enterprises development through micro-credit schemes not only
would limit the attainment of basic needs in a sustainable way, but it would also contribute to

environmental degradation.
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Chapter 3-Literature review

3.1. Introduction

The key theoretical assumption underlying this study is that mainstream institutions such as the
formal commercial banks and government are not necessarily best placed to manage and authorize
micro-credit programss (Swack and Manson, 1994; McMurtry, 1993).The study employs The SLA
as its theoretical framework. This is because SLA is made up of elements/capitals that taken
together through their relationship determine the ability (or lack of it) of the developmental
interventions to promote both the sustainable meeting of the basic needs by the communities and
maintaining environmental sustainability. Through the relationship of the SLA elements/capitals
the structural issues that form the barriers for development interventions are also depicted (Serrat,
2008). The work of Ife (2002:131-213) will be a key reference point. For Ife, endogenous
development or good grassroots community development often takes place outside of mainstream
institutions. For Ife (2002:208) and others, community development requires a paradigm shift
away from dependency on the state or financial institutions as providers. They focus on alternative
institutions that are able to ensure that there is bottom-up empowerment and a foster of local
community self-reliance. Community development as referenced by Ife is linked to SLA. The
principles of community development apart from exposing the structural issues for development
interventions as is the case of SLA, they also establish processes and systems for proactive
development intervention, that also highlights the need for sustainable meeting of basic needs and

environmental sustainability.

Therefore, SLA and community development were concurrently used as the
frameworks/approaches in that apart from having common aspects they also complement each
other. Both the elements/capitals of the SLA and the principles of community development expose
the structural issues that contribute to deprive the majority of the people through exclusion to
resources and opportunities. The elements/capitals of SLA and the principles of community
development have the ability to highlight the components of natural, human, financial and physical

environment and how the relationship of these components determine how the people meet their
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basic needs in a sustainable way and fostering environmental sustainability. While SLA highlights
the policy implications across the institutions, community development promotes systems and

processes tailored to community needs (Tesoriero, 2010; Montesquiou et al, 2014).

The SLA as a theoretical and conceptual framework is used to provide a comparative advantage
of the study, and the background of sustainable community development. Therefore, the
conceptions of SLA and its embedded capitals are discussed in this chapter. In addition, this
chapter discusses the related underpinning principles of SLA and community development namely
sustainability, participation, empowerment, valuing the local resources and local economy. The
top-down approach to community development is reflective of the structural disadvantages and
globalization, which informs the main processes, structures and policies that have promoted the
exclusion of the communities, is also discussed. The chapter concludes by highlighting the
dynamism of micro-finance as linked to achievement of MDGs, MFIs challenges as well as the

gendered norms and beliefs as barriers to micro-enterprise development.

3.2. SLA as a theoretical and conceptual framework

The study employed SLA as theoretical and conceptual framework to analyze the interrelations
among the various stakeholders’ interventions in the development process. The SLA is an
important tool since it provides conceptual framework to analyze or to determine to which extent
the communities have interacted with the available community assets in their immediate and
broader environment available to promote the attainment of their basic needs in a sustainable
manner. From the policy environment, SLA highlights the factors outside the human control that
may expose the community to vulnerability and that need to be taken into account for community’s
resilience and safety (Mensah, 2012:36). Farrington (2001:40) further argues that the guiding
principles that comprise the SLA as a conceptual framework make it flexible and adaptable to
analyze the diverse local conditions as integrated whether in the planning, implementation and

evaluation of local development projects:

The argued guiding principles are:
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Be people-centered. SLA prioritizes an analysis of people’s livelihoods and how they cope
in the course of time. The people themselves guide the process throughout the project cycle.
In the context of community development analyzing people’s livelihoods and how they
cope in the process reflect the principle of empowerment. Empowerment is a process that
is integrated in the development intervention (project) in all its stages (cycle) that is from
needs assessment, planning, implementation, monitoring and evaluation. When the process
of empowerment is coupled with the guidance of people, which is also genuine
participation, it enables them to acquire the related skills. These acquired skills are crucial
to promote the sustainability of the project.

Be holistic. SLA acknowledges that people adopt many strategies to secure their
livelihoods, and that partnerships between the diverse stakeholders from local and external
levels are crucial. Adoption of many strategies to enhance people’s livelihoods is crucial
in the context of SLA capitals/elements. This is because in times of vulnerability context,
for example floods and droughts, in which some livelihoods strategies are affected, the
remaining strategies become alternatives to enable the households to continue to attain the
basic needs. The establishment of partnerships is crucial for the development process. In
the context of community development, whenever possible local partnerships are
prioritized since they allow balanced relationships, which is positive for negotiation.

Be dynamic. SLA seeks to understand the level of the relationship between the diverse
livelihoods strategies in the community and how they link to each other. In the context of
community development and SLA when the existing level of relationship is high and
positive between the livelihood strategies within the communities, it is favourable to boost
local economy in that the earned revenue is accumulated and circulates locally.

Build on strengths. SLA is asset based since it builds on people's existing assets rather
than focusing on their limitations and needs. It strengthens existing livelihood strategies.
The relationship between the asset based approach and community development, through
prioritization of local resources is due to the fact that, reliance on local resources/skills
prevents dependency on external agents, which is patronizing and limits the sustainability
of development interventions.

Promote micro-macro links. SLA exposes the non-poor institutional policies and

advocates the need for policies to reflect the needs of the local people and the priorities of
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the poor. The localization of development agencies at the community level or their
interactions with the communities it makes them exposed to community structural issues
such as gendered norms and patriarchy and how these structural issues have negative
impact in the development interventions. The exposure to structural issues and the
corresponding limitations to development interventions in the communities promote the

need for policy formulation to serve the poor (Trickle up, 2015:3).

3.2.1. Conceptions of SLA

Morse and McNamora (2013:1) argue that the SLA is crucial as theoretical and conceptual
framework in the context of development since it promotes equilibrium among its complex

elements, which is linked to sustainable community development.

In this framework as illustrated by figure 2 below, livelihoods are strategies used by households
to obtain and maintain access to resources to meet their basic needs. Access and maintenance of
these resources is greatly influenced by the level of resilience to vulnerability context.
Vulnerability is characterized by shocks and trends, which are factors beyond human control such
as natural disasters as floods, droughts and fluctuation of prices. Livelihoods resources, capitals or
assets are complex and may range from capabilities, natural resources, financial credits,
infrastructures and so on. The link between Vulnerability context and Livelihoods Strategies is
crucial (see figure 2) because first, it informs the capacity level the beneficiaries may have to
respond to their exposure to the types of the vulnerability and second, it informs the capacity levels
for households to attain their basic needs in a sustainable manner (Majale, 2002:81). Through the
illustration of the reciprocity by the arrows in figure 2, the socio- economic policies both at national
and international level and the processes that are implemented by those institutions are crucial to
livelihoods strategies since they may also influence the inclusion or exclusion of the households
to access livelihoods resources. Therefore, as indicated by the arrows in figure 2, the policies and
processes that are implemented at the institutional level are crucial for the Livelihoods strategies
since they may determine the sustainability for the satisfaction of the basic needs in relation to
available resources and empower the households to better cope with the various types of

vulnerability context (Neefjes, 2000).
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Figure 2: The Sustainable Livelihood Framework/Approach
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The various elements/categories that comprise the SLA as illustrated and indicated by the arrows
in figure 2 can in fact promote sustainability which can be viewed from holistic perspective. That
is, there is inter-dependence among the SLA elements and devaluing one element may influence
the system as a whole (De Haan, 2000).

In terms of the discussion of the elements of the SLA, while Hogan (2002:76) argues that the
interactive and self-mobilization types of participations are crucial to promote sustainability of the
people’s livelihoods strategies since the people participate in joint analysis that lead to decision-
making in the project cycle, Shragge (1993:12) and Tesoriero (2010:62) agree with this view,
however they highlight that the control over the local resources by the communities themselves is
fundamental for their sustainable livelihoods strategies and hence the satisfaction of their basic

needs.

SLA putts people at the center of development and through the integration of people-centered
principles; equilibrium should be maintained for adequate access of basic needs. These principles
include empowerment, participation and valuing local resources. In addition, SLA also promotes

better response to vulnerability context through sustainable use of livelihoods resources, especially
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those that cannot be replaced or replenished, for use by future generations (Ife, 2002).The
Brundtland Report (1987:94) argues that the SLA not only is a framework that makes a depiction
of the systematic relationship among various stakeholders and its environment, both human and
natural environment, but most importantly it highlights that, as long as there are socio-economic
inequalities in the form of resource limitation or deprivation and denial of opportunities to the
majority of the people, limited chance is given to the natural environment for its replenishment.
Karin and John (1998:9) in spite of coming to an agreement over the linkage between socio-
economic inequalities and limited replenishment of the natural environment they are skeptical of
the exclusive attribution of such behavior uniquely to the majority poor people. Therefore, they
introduce the concept of livelihood diversification to highlight that the minority powerful people
are to blame to a greater extent since they massively explore the natural environment for

accumulation and reinvestment of resources, within the competitive globalized economy.

Within the perspective of globalization, Shiva (2000:23) is supportive of the argument which links
globalization as the main cause for undermining people’s sustainable livelihoods in the context of
their natural environment. Moreover, the author argues by adding that within the global economic
trend the poor people apart from their natural environment related livelihoods, which are mainly
characterized by farming, they diversify their livelihoods strategies aimed at enhancing their
income (Serrat, 2008:14). Furthermore, Shiver argues that the relationship between the natural
environment and the communities in the developing countries has been sustainable since the
exploited resources were meant to satisfy their basic needs. However, with the advent of
globalization, characterized by unequal power relations in favour of the developed countries, the
relationship between the natural environment and the communities has depreciated since it has
been driven to satisfy mass production.

Importantly, Tesoriero (2010:24) reinforces that it is crucial to frame development in terms of
green perspective. His argument is that when poverty is simply equated with depletion of natural
resources, it misses the structural disadvantages ingredient. In other words, the causes for the
depletion of the natural environment by the communities may not be viewed in isolation.

Therefore, the structural limitations of resources and opportunities have resulted in socio-
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economic inequalities, which prompted the poor to use the natural environment disproportionally

in order to meet their livelihoods.

3.2.2. SLA embedded capitals

The core of the SLA is its capitals, which are human, social, natural, physical and economic or
financial capitals. The efficient management of these capitals are informed by the principles of

sustainable community development (Dale and Newman, 2005:7).

e Human Capital
Oxenham et al (2002:22) stress that the human capital, which is primarily comprised of skills,
knowledge and ability to labour is very crucial for sustainable community development when these
skills, knowledge and labour are prioritized from within the community. Kumar et al (2005:6) are
supportive of prioritization of the available resources from within the community in the context of
the asset based approach that takes into account the fact that people have accumulated diverse
skills and knowledge as the result of their livelihoods experiences along their lives and that such
skills and knowledge should not be undermined by conventional approaches. Through the
relationship between the asset based approach and the SLA, Trickle Up (2015:5) argues that apart
from enhancing the human capital from both the local and external proactive partnerships in the
form of training and exchange of learned lessons from similar experiences, the communities are in
the better position to sustain and adequate their diverse livelihoods strategies in the advent of
occurring shocks, trends and seasonality as part of the vulnerability context. Shrugge (1993:10)
weighs up the advantage of prioritizing the existing human capital in the development intervention
from the community and argues that by boosting local economy it contributes to sustainable

livelihoods through the attaining of the basic needs in a sustainable manner.

The asset based approach is a community development strategy that emphasizes the need to
identify and prioritize the local existing skills, capabilities and resources in the community, related
to a given development intervention. The underlying factor of asset based approach is that external
resources need to be minimized in the development intervention if the preoccupation is to make

the development intervention sustainable. The asset based approach is crucial in the context of
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SLA and community development. First, the identified assets are from within the community and
second, the community themselves lead the process, which makes the process empowering and

participatory (Ife, 2002).

e Social capital

Social capital is comprised of social relationships and social networks aimed at providing support
within the community. It is part of social networks various associations of interest and NGOs
(Rijal, 2012:68). According to Dale and Newman (2005:4) the social relations are characterized
by bonding and bridging ties. The bonding ties engage people who know each other deeply and
the bridging ties engage people through professional connections. Therefore, networks are critical
ways of bridging some of the barriers to sustainable community development, as long as they are
characterized by open and balanced environment to enable the participation of the communities in
need (Tesoriero, 2010).

e Natural capital
The natural capital is comprised of a diversity of natural resources. It is part of natural resources,
resources such as forests, minerals, land and water. One characteristic that distinguishes the
natural capital from the others is the fact that it is from nature, that is, it is not manmade. Therefore,
it is the responsibility of the communities to use it in a sustainable manner or to replenish it
whenever possible accounting with future generations (Tesoriero, 2010). In relation to the linkage
between the SLA and the natural capital, while Morse and McNamora (2013:1) argue that the
sustainable use of the natural capital is crucial since not only determines the livelihoods strategies
of the communities but most importantly it fosters the sustainable community development and
therefore the sustainable attainment of the basic needs, Acervado and Beasley (2001:16) analyze
the referred linkage from the perspective of the devastating effects that the natural capital can
cause whether as used inappropriately or as part of its natural course, and in that context exposing
the community vulnerable to risks. The devastating effects on people’s livelihoods as the result of
the human behaviour to natural capital are linked to deforestation, which causes droughts and
flooding through climate change. In the context of the SLA this causes a setback to people’s
livelihoods, when taking into account the fact that the majority of the people especially in the

developing country depend on farming and the related activities (Al-Amin et al, 2015:7).
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e Physical capital
The physical capital is comprised of tangible infrastructures that are crucial for development. The
physical capital is complex but there is interconnectedness within this complexity since the
development process is carried out through a sequential and logical process. Therefore, the
physical capital establishes processes and systems that enhance linkages for development
implementation. That is the case of the buildings, equipment, roads and other material inputs,

which are necessary to enable the development implementation (Rijal, 2012:74).

e Financial capital
Mensah (2012:12) points out that the financial capital is comprised of financial resources in the
form of cash, credit and savings. In addition, in the context of asset based approach, in which the
households’ belongings are valued, the financial capital gains other dimensions in that the
households’ assets are attributed to the corresponding financial value. The attribution of the
corresponding financial value to households’ assets is crucial when taking into account the fact
that most households in the rural areas, especially in developing countries keep their assets in the
form of cattle, farm yield, furniture and so on, and convert them into cash as the need arise. The
relationship between the SLA and the financial capital, especially in the developing countries as
depicted through the asset based approach and its conversation into cash play a pivotal role as
households” livelihoods. In addition, the keeping of the livestock such as cattle and farm yield is
both part of livelihood diversification and response to household vulnerability caused by shocks,

trends and seasonality (Karin and John, 1998:12).

3.3. Principles underpinning SLA and community development

3.3.1. Participation

There are different interpretations of what participation is and what it means. The target-oriented
and process-oriented approaches to participation determine the level of participation related to the
development interventions as reflected in these statements “we want them to participate in what
we do” and “we want to support them in the achievements of their goals”. The former statement

is linked to the target-oriented (blue print) approach to participation in which the development
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intervention has been designed in isolation from the communities. The target-oriented approach to
participation is not empowering and is related to the passive type of participation since the
communities are simply told to implement what was designed by external agents. The latter
statement is linked to the process-oriented approach to participation. In the process-oriented
approach to participation the objectives of the development intervention are prioritized by the
communities. These objectives are informed by the available resources and the needs of the
communities. The process-oriented approach to participation is empowering and is related to
interactive participation (Oitheten, 1999).

Ife (2002:216) argues that since the process-oriented approach to participation is interactive
participation in that the beneficiaries partake in the joint analysis throughout project design,
implementation, monitoring and evaluations, the enabling approaches to facilitate the process have
been used. In that context, Ife highlights the participatory community approaches to facilitation
such as Participatory Rural Appraisal (PRA), Rapid Rural Appraisal (RRA) and Community
Mapping.

Pretty et al in Kumar and Chambers (2002:68-76) discuss the various typologies of participation.
In their view, passive participation is characterized by complete marginalization or exclusion of
the communities in the sense that their needs are determined by external agents. In other words,
the communities are not involved in the prioritization of their needs; the communities are merely
told about what is to happen. In passive participation, the overall project cycle (planning,
implementation and evaluation) has been predetermined by the so called technocrats. (Kumar et
al, 2005:4). Beyond the marginalization or exclusion of the communities, Kangi and Greenwood
(2001:8) argue that the passive participation induces the communities to conform to the established
unequal development system and structures since they are not empowered to be the actors in the

development process.

Passive participation also equates to target-oriented approach to participation, which is also blue
print. Both these types of participation are taken out side of the community context and the result
is lack of legitimacy of the process by the local people. Legitimacy is crucial in the context of

development intervention because it enables the establishment of a contract between the
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stakeholders. The process of legitimacy is also crucial in that it enables the attribution of rights
and responsibilities according to the agreed project indicators. Since the development intervention
was designed in isolation by the external agents, the achieved results will be assessed differently
(Tesoriero, 2010).

Participation in information giving is characterized by the treatment of communities as object of
source of information by usage of expert related methods. In other words, since the people are not
engaged in participatory research methods and since the key findings from the research reports are
not equally shared with the communities, they are simply regarded as the instruments to extract
information (Blackburn and Jeremy, 1998:29). Cooperrider et al (2003:3) argue that the
information or data that has been extracted from the communities in non-participatory methods
may be misleading to the real needs of the people, since the cross cultural issues of different
segments of the communities are not taken into account. Therefore, participation as information
giving promotes unbalanced relations between the stakeholders. The communities and the
development agency are not at the same level for negotiation. The unbalanced relations do not
benefit the communities and these unbalanced relations are not empowering since the communities

do not have a relevant role (McCarter, 2005).

In participation as consultation, the interest of the external agents is merely to consult, confirm and
grasp the views of the communities in certain issues and do the planning of the development
interventions without people’s influence on decision-making. Therefore, this type of participation
is carried out by consultants from outside the community, whose aim is not to engage with the
community in order to understand the relationship of relevant factors, but merely to gather
information (Mohan, 2008:26). Jeffrey and Vitra (2001:6) analyze participation as consultation in
the perspective of agency and argue that since the problems and solutions are predetermined by
the external agents the communities are excluded from the decision-making process. While many
development practitioners are not sympathetic of participation as consultation since the
communities do not partake in the decision-making process, Kretzmann and Mcknight (2009:16)
present a different view and argue that depending on the development facilitators’ willingness the

key findings from the consultation process may be used as the background for the community
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mapping process, whereby the communities are facilitated to determine and prioritize the available
local solutions for their needs.

Although there may be some stages in non-participatory types of participation that may be taken
advantage of by the project practitioners, as a starting point for joint analysis of the project with
the communities depending on the willingness of these project practitioners, overall participation
as consultation is characterized by patronizing relations. Therefore, the consultants view
themselves as the steering of the process and on the contrary the communities are regarded as

simply providing assistance (Oitheten, 1999).

Participation for material incentives is characterized by promoting dependency of communities in
relation to external agents in the sense that they are involved in the developmental interventions
as labour suppliers (Swanepoal, 1998:78). Shrugge (1993:12) introduces the issue of power into
the discussion of participation for material incentives and highlights that unequal power relations
against the communities promote patronage relationship. Pretty et al (1995:8) is against a
patronage relationship in communities and argue that the outcome of participation for material
incentives not only perpetuates dependency of the communities taking into account the fact that
the functioning rules have been designed by the power holders but also because it hinders the

capacity building process to take place, which compromises the project sustainability.

Functional participation is collaborative participation in the sense that the communities are drawn
into participation in the form of groups such as a community committees, development committees
and development forums to participate in an already planned project, which may derive from
NGOs, government department, local government and so on (Chambers, 2002:64). Camay and
Gordon (2005:80) question the issue of representativeness by designated groups in functional
participation. The argument is that the interests of the communities may easily be distorted when
there is lack of interaction between such designated groups and the overall communities. However,
Krueger and Casey (2008:28) support group representation on behalf of the interests of the
communities as long as women are effectively represented to promote gender equality. The authors
argue that generally women are excluded from those committees and when they are included their

role is limited to mere participants.
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Regarding the limitation of the functional participation and in the context of participatory approach
it should be taken into account the fact that group representation is crucial and unavoidable,
although it is not free of challenges. The assumption of group representation is that the identified
groups, depending on the implemented development intervention, such as village committees,
management committees, women’s groups should represent the interests of their communities.
This group representation approach is unavoidable importantly because it would not be feasible to
directly include the entire community in all the process/stages of project cycle. However, in order
to enable the group representation approach to be effective and responsive to the entire community
that it represents in the development intervention, the strategy for the project staff is to proactively
facilitate the community meetings aimed at identifying the group members to represent them
through the project cycle. The identified group members should make commitment to the
community related to the def