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Women Empowerment and Group Lending in Egypt:
Where do we stand?

Lamia El Ayouby

Faculty of Commerce
Alexandria University

Women Empowerment: A long way to go

Despite continuous attempts of the Egyptian Government to improve the status of women
and to reduce the gender gap, results point to the fact that Egypt still has a long way to go
to. The UNDP Human Development Report 2004 stresses the persistence of wide
disparities between males and females in Egypt. Out of 144 countries, Egypt's ranked the
99", according to the Gender-related Development Index (GDI)6, with a GDI-value as
low as 0.634. (compared to 0.955 for Norway occupying the highest rank and 0.832 for
Bahrain occupying rank number 39). Other Arab countries, such as Kuwait, Lebanon,
Saudi Arabia, Algeria, Jordan and Tunisia, obviously surpass Egypt along the index.
Egypt further ranked poorly according to the Gender Empowerment Measure (GEM)'.
At GEM- value that is low as 0.266 (compared to 0.908 for Norway occupying the
highest rank, and 0.395 for Bahrain ranking 66), Egypt's rank was 75, amongst 78 wolrd
countries, following other countries in the Arab region such as Kuwait, Qatar, Oman and
Lebanon (UNDP Human Development Report, 2004).

Serious efforts are still needed to ensure women empowerment. Empowerment is the
process of increasing the capacity of individuals or groups to make choices and to
transform those choices into desired actions and outcomes. Central to this process are
actions which both build individual and collective assets, and improve the efficiency and
fairness of the organizational and institutional context which govern the use of these
assets. The empowerment of women, socially, economically, as well as politically,
therefore represents an indispensable prerequisite to the acceleration of human
development and poverty eradication.

Though political empowerment is a concern in its own right, direct consequences of
economic and social deprivation seems to be more pronounced and recognized among
poor women. Studies have shown that not only are women positive contributors to the
society at large, but that the contribution of the income earned by the females household
to the family's level of spending on food, education, and health surpasses the contribution
of male. Most of the income earned by women is family-oriented. Other externalities

% The Gender-related Development Index (GDI) is simply the Human Development Index (HDI) adjusted
downward for gender inequality.

7] While the GDI, measures gender inequality in terms of basic capabilities, the gender empowerment
measure indicates whether women are able to participate in economic and political life.



include the positive consequences of a better education on the family, as reflected in
healthy nutrition, proper children upbringing and fertility issues (El Laithy, n.d).
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Practices enforcing the phenomenon of feminizing poverty, or in other words, depriving
women from their right to an equal job opportunity (in terms of the nature of job, or
payment) is an obvious phenomenon in the Arab region, as a whole. Conventional
conceptions of the way in which economies operate offer limited guidance for policies to
promote women’s empowerment and ways to combine gender justice with economic
justice (UNIFEM, 2000). Most women's work such as domestic work, farm work and
work in family enterprises is not included in the definition of economic activity. The
situation is further aggravated by educational gaps; education being an essential factor for
improving women’s living standards and enabling them to exercise greater "voice" in
decision-making in the family, the community, the place of paid work, and the public
arena of politics.

Feminizing unemployment/poverty in Egypt, and the Arab region in general, is argued to
be the result of:

- Inability to seize equal job opportunities (in term of the nature and payback) due to
unequal competencies due to limited human capital (in terms of education and other
necessary skills). This in turn explains why the percentage of women involved in
the informal sector (with a limited potential for growth) exceeds that of men.

- Cultural traditions and religious beliefs that restrict the women's ability to practice
some jobs, and does not appreciate the image of the "working woman".

- Women in the Arab world are assigned other tasks such as bringing up their
children, cleaning and cooking, and managing their house matters. These tasks — of
course — go unpaid.

Women Empowerment: Thinking out of the box

Despite the agreement on women empowerment as a means out of chronic poverty,
traditional methods fail to present applicable solutions. Lacking the necessary financial
capital needed to start a business, as well as basic human capital (including basic literacy
and necessary skills) needed to join the labor market, there is an increasing demand to



"think out of the box" and search for innovative solutions, which in turn build on what
the women have not yet lost; themselves and the networks to which they belong!!!
Muhammad Yunus, founder of the Grameen Bank argues that; “The cause of poverty is
not lack of human capital or a lack of demand for labor. The reason there is so much
poverty in the world is that we have never correctly addressed it as an issue. Poverty is
caused by our inadequate understanding of human capabilities and by our failure to create
enabling theoretical frameworks, concepts, institutions and policies to support those
capabilities” (Yunus, 1998).

From a brainchild of the economist Muhammed Yunus in Bangladesh, the microcredit
movement has made inroads around the world. In the process, poor households,
especially female headed household, are given hope and the possibility to improve their
lives through their own labor. Social capital, or in other words, the social networks of the
poor where norms of reciprocity and trust prevail, is one of the primary resources they
have for managing risk and vulnerability, and outside agents therefore need to find ways
to complement these resources, rather than substitute for them. The successful
experiences of some recent group-lending programs in terms of loan recovery rates, such
as those in Bangladesh, Bolivia, Malawi, Thailand and Zimbabwe, has aroused a lot of
interest in replicating them in other countries in the Arab region, including Egypt, Jordan,
Lebanon, Morocco, Tunisia, West Bank and Gaza, and Yemen. The numbers were seen
as providing proof that the poor are 'bankable’ and that self-employment through
microcredit was a viable method for addressing the poverty, inequality, and development
(Ghatak, 1999; Morduch, 1999; Zephyr, 2004). Such programs continue to enjoy strong
support across the political spectrum for their capacity to "help the poor help themselves"
by "giving them a hand up, not a hand out" (Woolcock, 1999). From a woman who sells
vegetables in distant corners of the world operating her microenterprise for just a few
hours a days because she has other responsibilities such as taking care of her children, to
a small enterprise that employs several workers, hope is given that much poverty could
be alleviated and that economic and social structures can be transformed fundamentally
by providing financial services to low-income households (Brandsma & Chaouali, 1998;
Impavido, 1997; Morduch 1999). In response to the needs of the less privileged
entrepreneurs with limited capital base , these institutions, united under the banner of
microcredit, share a commitment to serving clients that have been excluded from the
formal banking sector (Morduch, 1999; Olomola, 2000). Some of the programs have
primarily social missions, focusing on outreach to women and measuring success in
terms of poverty alleviation. Others aim to promote private sector activity in the face of
unemployment and under-employment (De Aghion & Morduch, 2000).



The ''Blossoms of Micro-Enterprises Program''; an Egyptian group lending
program

An insight into the program

An affiliate of the Alexandria Business Association (ABA)9; the Blossoms of Micro
Enterprises Program (Bashayer el Kheir), was launched in October 1999 to support the
poorest of the poor with specific emphasis on helping Female Headed Households
(FHH). As an alternative to the physical collateral which the target borrowers lack, the
program adopts the "solidarity group' methodology in loan extension, similar to the group
lending approach adopted by the Grameen Bank, as well as comparable experiences.
According to the Blossoms of Micro Enterprises Program, the amount of the loan
disbursed ranges from L.E'® 100 to L.E 500. The installments are collected in weekly
installments over a period that ranges from 10 to 20 weeks as the contract specifies. The
amount of the loan, as well as the period of disbursement, is basically based on the
history of interaction between the member and the ABA. Small loans, that are to be
repaid over 10 weeks, are usually assigned to new members. As members prove to be
trustworthy and committed as indicated by their repayment record and in light of their
activity record, they are usually guaranteed subsequent finance and qualify for a larger
loan which is to be repaid over a longer period. Outstanding performance of members
makes them eligible for amounts that might exceed the norms reaching L.E 800 in
exceptional cases. The group mechanism adopted by the ABA does not only draw on the
social relations that exist between members of a group, it similarly builds on the social
networks that extension officers, who serve as the real link between the members and the
association, possess with the borrowers. Most promotion to the program is done through
the word of mouth from existing clients or the extension officers, where the latter are
assigned to particular geographic areas as set by the ABA plan; which are usually their
own areas of residence in which they have already-established networks of relations and
where they can accordingly identify the needy representing potential borrows and assess
their trustworthiness and commitment. This in turn points to the importance of social
capital, that is not only resident in the structure of relationship between group members,
but also extends to personal relationships that exist between the ABA staff and clients, as
well as ABA staff themselves.

Under the headline of poverty alleviation and women empowerment, the Blossoms of
Micro-Enterprise program aims at:

¥ Data about the case study draws from the masters thesis submitted by the author under the title: The
contribution of social capital, as collateral, to the performance of microcredit institutions. A field case study
of the Blossoms of Micro-Enterprises Program; an affiliate of the Alexandria Business Association".
Faculty of Commerce, Alexandria University, Egypt (2006).

’ A World Bank report evaluating microfinance in the Middle East and North Africa Region identifies the
Alexandria Business Association, along with the National Bank for Development (in Egypt as well), as star
petformers in the region. A "large capable"... the Alexandria Business Association covers its operational and
financial costs, is increasing its market share, faces no constraints on expansion, while making a profit that is
reinvested in its program, and therefore has a great potential for poverty alleviation.

01 USD=~575LE



1. Women economic empowerment through helping the poorest Female Headed
Households (FHH) initiate or expand income-generating activities that could
contribute to improve their living standards,

2. Women social empowerment through improving the social, cultural and health
standards for participating FHHs and their family members.

The '"Blossoms of Micro-Enterprises Program'' — Alexandria in perspective''

Originally launched in Alexandria in 1999, the amount of the loans disbursed through the
Blossoms of Micro Enterprises Program - Alexandria branch accounted for almost 50%
of the total loans disbursed by the association as a whole over the five governorates; as of
September 30m, 2004, reaching 19,736 borrowers equivalent of 5,548,450 Egyptian
pounds. Respondents described the lending process and operations to be "fast and
smooth" and the extension officers and staff members to be "friendly and kind-hearted".

With a particular focus on the Blossom of Micro Enterprises Program — Alexandria, the
study drew on sample data that was collected from 149 members, comprising 30 groups.
The 30 groups were randomly drawn from the three regions served by the Alexandria
branch according to the size of the loans offered by each region as a percent of the loans
offered through the branch at the time of data collection; 15 of which were drawn from
the middle region (50%), 7 from the west region (almost 25%) and 8 from the east region

(almost 25%).

e The age of the borrowers representing the random sample ranged from 18 to 65 years;
one member (65 years) violates the maximum age criterion. 17.5% of the borrowers
were 25 years or below, 31.5% belonged to the 26-35 years age category, 30.4 %
belonged to the 36-45 years age category, 20.2% belonged to the 46-60 years age
category, and finally 0.7% exceeded the maximum age limit.

e With the majority of the borrowers being illiterate (47%), other members could barely
read/write or were still learning (9.4%), while others were either holders of the
primary certificate (13.4%), preparatory certificate (13.4%), secondary certificate
(2%), or had a diploma (14.8%).

e @Given that the Blossoms of Micro Enterprise programs is primarily designed to assist
the poorest of the poor primarily female headed households, the data reveals that the
majority of borrowers are married (74.5%), whilst 10.1% are widowed, 3.4% are
divorced, 6% are engaged and 6% are single.

e JIgnoring those who have no male households (24.2%); as the borrower is either
single, engaged, widowed or divorced, the majority of spouses (50.5%) had no fixed
jobs, where they usually worked on demand, creating in many times a situation
similar to a jobless situation. 15% of the borrowers' spouses obviously do not work or
are at pension, 21.2% have fixed-pay jobs, while 13.3% run their own business.

e  QOut of the total loans 37.6% were used to initiate new businesses, while 62.4% were
used to fund existing businesses.

'The program setves five governorates; Alexandria, El Beheira, El Menoufia, Matrouh and Kafr Sheikh. The
study focuses on the Alexandria Branch.



Though a review of the performance indicators pointing to an expanding outreach,
effective sustainability, in addition to positive productivity and efficiency measures may
suggest that the program has successfully achieved its objectives, the researcher believes
that bringing shortcomings under spotlight serves as a starting point for further
improvement and development of the program.

First Objective: Economic Empowerment

- The loans offered through the program range from 100 L.E. (=17.39%) to 500 L.E

(=878%) for each member of the 3-5 members of the group, reaching 800 L.E (=139.13
$) in exceptional cases. A review of the sample reflects that the majority of the loans
obtained are used in the area of clothing/sales (40.9%). Other loans are used to fund
other activities namely; bed sheets' embroidery, selling cosmetics, grocery, fruits and
vegetables, bird raising, hand-made products, embroidery/clothes, clothing/sewing,
café/restaurant, bakery, biscuits/chocolates, fish, plastic kitchenware, spices, net-
spinning and head scarves. As observed, most of these activities are non-productive
by nature and therefore have limited potential for growth. Furthermore, the amount of
the loan can barely be used to buy small amounts of the product that is sold, or raw
material that may be used as an input to the final product sold.
Though the limited size of loans offered represents a plausible explanation for such a
shortcoming, another basic explanation is the limited human capabilities that the
female borrowers possess, which in turn act as an obstacle into venturing into new
areas which require a special craftsmanship, skill, or at minimum an ability to read
and write.

- Constrained by the weekly repayment schedule, borrowers tend to specialize in those
areas that have the capacity to earn a quick flow of income over the short term to
provide a source of weekly repayment. Furthermore, weekly installments, do not give
the borrowers the chance to mobilize any savings that could be used for business
expansion or that may create long lasting income change, which accordingly requires
the existence of other complimentary sources of income, such as that earned by the
husband and children, in turn hindering the women's economic independence.
Moreover, limited prospects of growth could indirectly hurdle social, cultural and
health improvements.

- Influenced by the cultural traditions which support privacy issues as far as financial
dealings and activities are concerned, as well as prevalent social norms according to
which the husband usually forbids his wife from sharing a business with a neighbor,
friend or relative, data points to the fact that only a few groups (4 groups out of 30)
were able to pool their loans into a common business/project. Pooling resources, as
well as capabilities, is argues to increase the probability of business success and
expansion.

Second Objective: Social Empowerment

Group-lending practices are not only designed to provide a source of funding to those
who lack physical collateral. Bringing a number of ladies together into one group, and



consequently a number of groups into one center and so on, where they would frequently
interact through group meetings and during loan disbursement and collection, aims at
utilizing the resident power of social networks between them. The outcome of group
social capital prevalent among group members who are bounded by a common goal;
"finding a way out of poverty" may take many forms which could range from a simple
gossip between two ladies who may provide one another with emotional support,
business or personal advice, to supporting one another in times of need and even to an
agreement to engage in a common business. The lending institution itself should aim at
harnessing the social ties between group members on one side, and between the
institution and the members, on the other. A review of the practices of the program,
however, reflects a number of shortcomings:

1. The strength of ties/intimacy between members composing one group, as well as the
prevalent trust and norms of reciprocity between them, is relatively limited. Plausible
explanations include cultural norms and traditions that restraint trust and cooperation
among members, as well as the limited efforts exerted by the lending institution itself
to develop the social capital component through frequent group meeting or through
the process of group formation, monitoring or even enforcement.

2. With the exception of the west region branch, the program fails to apply the group
meeting practice. This is basically due to the limited space area of the branch location
itself, which in turn does not allow for holding a gathering for a number of groups,
where interesting topics may be discussed. The borrowers said that they themselves
had no enough room at their homes to host other group members, whether for loan
disbursement purposes or holding group meetings.

3. The west region branch recently began to hold regular group meetings, the evaluation
of their impact was not however possible. The group meeting practice started at the
final stages of the data collection process. The topics tackled during the group
meetings held were basically health-related such as cleanliness, family planning, first-
aid, and reasons and consequences of heart-diseases. A survey of the borrowers'
opinions about the importance of such meetings reflected that the association failed to
tackle topics of interest to them. When asking one of the borrowers whether she
thought a lecture about proper children up-bringing was of interest to her, she said: "I
know how to bring up my kids, and how to keep my house clean. I can go ask my
parents, I do not need to leave my kids and waste my time". Most of the respondents
however agreed that they would like to have training courses that would help them
run their existing business, or venture into a new one. Most of the borrowers asked
for sewing lessons, while others called for embroidery classes. Such classes, they
said, could help them either at their business, or support better manage their family
matters.

4. At the final stages of the data collection process, the association had also started a
literacy and alphabetization program. Though the program presents a number of
monetary and non-monetary incentives as a motivation to the borrowers to attend
these classes, such classes were not of interest to the majority of the respondents.
While one argued that "we are too old already, why would we need to learn now",
another one said, "I am not ready to go learn, and leave my work, or leave my kids
alone at home. Last time, I did that my son failed at school. I cannot let that happen
again". Others however said were already educated.



The author believes that such shortcomings stem from the absence of direct contact
between the clients served and those who set and design these training programs, without
considering the actual needs of the target clients. These programs thus fail to satisfy the
objectives they were originally designed to achieve. The role of the association does not
go beyond being a "lending institution" that provides them with a source of funding; the
loan transaction being smooth and fast and the extension officers being very friendly.
One of the respondents said, "I do not need their advice, or their lectures, all I need is
money!"

Recommendations

The author herein suggests a number of recommendations that aim at elevating the ability
of the "Blossoms of Micro-Enterprises Program" in particular, and group lending
programs, in general to achieve its empowerment objectives:

1. Microfinance industry is a nascent industry in the Middle East and North Africa
Region. This in turn calls for the application of best practice principles adopted from
successful microfinance institution, that should however be tailored to the specific
local needs. The reasons which enables lending institutions extend its outreach to the
poorest of the poor, through offering micro loans to be repaid on a weekly basis, are
the very same reasons that hinder the borrowers' empowerment and economic growth.
Innovative solutions are therefore required. Such programs should overcome the
shortcoming of the lending approach. The training programs presented could be, for
instance, designed to teach the borrowers a skill or profession that may support them
venture into a more challenging business that has a better yield and growth potential.
Furthermore, other incentives may be provided such as exceptional loan amounts or
repayment schedules to outstanding performers.

2. Aiming at poverty alleviation, coupled with the improvement of health, cultural and
living standards, development-oriented meetings and training programs are required.
To achieve the objectives they are originally designed to deliver, these programs
should not only be held on a frequent basis, but should also meet the specific needs of
the target clients, which can only be achieved through communication between the
lending institution and its clients.

3. The role of the lending institution should extend beyond the formation of groups and
extension of loans. Not only should the institution ensure the proper, selection,
monitoring and pressuring of its clients, it should also ensure the strengthening of
bonds between group members and enforcement of trust and norms of reciprocity
amongst them. The failure of the group lending approach — that is based on the
provision of micro loans to be repaid on weekly installments — to significantly
improve the financial status of its clients, calls for the creation of a source through
which members may obtain alternate sources of support; whether that might be
financial or in-kind assistance. Though requiring pre-existing social bonds is an asset
that the borrowing group may build on to engage in various forms of collective
action, the borrowing group may also be used to create social bonds. The lending



institution could harness social capital through organizing frequent meetings
(business-oriented and development oriented meetings) that bring group members
together which in turn accelerates the process of relationship development. Frequent
interaction, supported by a common goal such as; overcoming poverty and improving
health, cultural and living standards, extends the space where interaction occurs from
the limited professional arena, to the social arena, and further to possible alliances.

4. As aforementioned, the borrowing group may be used to create social capital. Pre-
existing social bonds however, which could be identified through proper screening of
individual borrowers, accelerates the development of relationships between group
members. A reward system can be worked out for the staff to ensure the selection of
group members, who already posses a tightly knit network. Furthermore, incentives
such as larger loans or a special repayment schedule, may be provided to groups
where strong ties prevail amongst its members

5. The lending institution should recognize and appreciate successful groups that
contribute to favorable organization's performance as manifested in collective action.
An excellence award, a larger loan, or special consultation and advice, may be
granted to a group whose members decide to engage in a common business. Efforts of
individual members to engage in productive businesses that perhaps, do not yield an
immediate feedback, should also be recognized, perhaps through application of a
more lenient repayment schedule, or providing help and advice.

6. Finally, a closer follow-up between the institution and the individual borrowers, on
one side, and the group as a whole, is essential to ensure the handling of problems as
they arise. Furthermore, such a process is expected to contribute to strengthening the
bonds between the institution and its clients.

Summary

Attempts to empower women should adopt an integrated economic, socio-political
approach. The empowerment of women represents an indispensable prerequisite to the
acceleration of human development and poverty eradication. Adopting such a notion
draws attention to the need for an in-depth analysis of the prevalent traditions, principles
and social norms prevalent amongst communities of the Arab world, which in turn
contributes to income and social discrimination, and marginalizing the women and those
socially-deprived. It further calls for the need to "think out of the box", and to draw on
the resource that the poor have not yet lost; social networks to which they belong, where
trust and norms of reciprocity prevail. Joint liability programs, also known as group
lending program, represent one of those attempts.

The paper sheds light on the "Blossoms of Micro-Enterprises Program”, an Egyptian
group lending program. A quick review of the practices of the program point to a number
of flaws that hinder the pronounced goal of women empowerment. There is much to learn
from the successes of group-based microfinance programs, failures however can be
equally instructive in a number of important areas. Woolcock (1999) argues that even if
failures are rare, they nonetheless show that success is not automatic, inevitable or
guaranteed. Rather, it is achieved not only by setting appropriate policies and costs
structures, but by careful attention to mobilizing and maintaining different types of social



relationships. Failures are most common in the early stages of a program's development.
Even where lessons are being copied or adapted from successful programs elsewhere,
they must still be modified to suit local circumstances, and in a process so heavily
dependent on social relationships, there will be a significant amount of "learning by
doing" required that is necessarily local.
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