Women and Informal Credit: LessonsFrom Moretele, South Africa
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Abstract

Informalcreditplays an important role in the development of rarad urbarareas in South
Africa. It is about givingthe disadvantaged poor peopled womenaccessd neededinancial
servicegoincrease theiearning opportunities, to maéeirneedsand to deal with emergencidhe
findingssuggesthat informalcreditimpactspositivdy on the lives of the majority of women in the
study areato the extent oénablingthem to become seémployed through setfhosen economic
activities It has als@ssisted thernothin accunulating resourcesndprotecting them from further
lack of incomes in times of stress.
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I ntroduction

About 80% of women live inSouthAf r i c a ™ s arckasAl@dsto6®d ohtigemare
farming, providing about70% of labour. The work of women farmers is essential for food sea@arity
SouthAfrica. Themajority ofthese womerare unpaid family workers, working at least 14 to17 hours
a day, spendingbout50% of their time on agricultural and about%®n domestic related activities.
The majority of omeni n Sout h Africa®“s deacedsddprimaiogeditar e a s
subsidies and inputdcintosh & Friedman,1989and hisis a serious obstacte agriculturaland
rural developmentUNIFEM, 2005. These vomenprodue almost half of food consumed tihese
areasyvhile at the same time aexcluded from the formal credit systgidunger Project,1999As a
result they haveaurned tanformal creditsystem ér assistancelnformal credit providethem with
needed financiassisanceto pursue theidevelopmengoals.Various studies bgun Xifang (2006,
Isakssor{2002, andMauri (2000)bear witness of vitality of informal credit in alleviatitagge scale
poverty Informal credit is part of the economy in which financial transactions that take place are not
officially regulated or monitoredhowever,it should not be dismissed as unimportapstem
(Isaksson, 2000).

This stidy combineshedataoninformal creditand saving associatiots investigate thie
contributiorsto socal andeconomiaonditionsof women in the study areehe main pirposeof this
study was to document the nature, advantages and disadvantages of the various informal credit used
by the participant§womenhouseholdswho combine agricultural and nagricultural activities in
rural andsemtrural areaswith the view o assesshar impactin changingw o me tiving
conditions

Statement of the problem

Thereisageneraunderstanding thaheinformal creditsystenplaysa vital rolein the lives
of the poorwho have no access to formal financpliomoing ther socio-economialevelopmentA
well organized informatreditsystem can assiite poorand marginalized peopte access needed
finance(Rutherford,2001) It alsofacilitatesthe process of jolereationin whichsomewill becone
self— employedentrepr@eurswhile othersinvolved in other related activiti€$homas,1992).The
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main reason for the emergence of informal credit has been the unwillingness of the formal financial
sector to service some relatively risky categories of borrowers, namely wonesrdisadvantaged

poor group of people. Such a risky situation often stem from the difficulty of obtaining reliable
information on the borrowe(8olnick, 1992) Since women have fewer alternatives for borrowing,
they have been more vulnerable but goawtadates for informal credit. Informal credits have been
especially important for women and households headed by women, who often have difficulty in getting
credit (World Bank, 2001)A collage of informakreditand deposit arrangements hasreasingly
attracted numerous rural and urlpgmorwho combineeconomic activitiesvith urban occupations

many developing countrig®\dams,1992. A significant literature documenting the relevance of
informal credit in developing countriesgiven by Paulsor2000), Cox and Jiminez (1998), Ravallion

and Dearden (1988), Zeller (1994ykhele (1990)Moodley(1995) and the World Bank (2001).

An impressiveexample of innovative informal credit given by the Grameen Bardf
Muhammad Yunusthewinning of the 2006 Nobel Peace Prize. In its approach to service the poor,
the Grameen Bank has/esed conventional banking practice by removing the need for collateral and
created a banking system based on mutual trust, accountability, participation andycteptwides
credit to the poorest of the poor in rural Bangladesh, without any collateral. At Grameen Bank, credit
is a cost effective weapon to fight poverty and it serves as a catalyst in the over all development of
sociceconomic conditions of theopr who have been kept outside the formal banking orbit on the
ground that they are poor and hence not bankdffieancial resources can be made available to the
poor people on terms and conditions tfkmal ar e
people with their millions of small pursuits can add up to create the biggest development wonder
Out o its 6.74 million borrowers in 2006, women are in the majoaitgounting foro7% (e
Newsletter, 2006).

While the 2006 Nobel Peace Prizas\given to the Founders of thee@een Bank for their
role in poverty eradication, the Innovative SolustmGlobal Poverty (UNITASj)eceivedhe 200
Social Capitalist Award for the second consecutive year in recognition for redumvegty by
acceleating growth of the informal credit industry. Unitiags beertransforming the lives of poor
people around the world by increasing their access to informal credit products such as loans, savings
plans and insurancdt brings life-changing loans and opgonity of increased access to informal
credit to poor people irtountries such akenya, Mexico, Argentine and the Philippinéssing a
combination of capital assistance and technical support, Unitas has hefpethiers to grow eight
times faster thatheir peers and enabled them to collectively serve an additional 800 000 (gients
Newsletter, 2006).

Ujjivan is arother good example ofganization that has broken the mold on informal creditin
India. Initiated by one woma, Ujjivanmakes profit by diersifying her product offerings in thecal
marketShes peci fi cal | y t a wagrenahrdnicatlyiuralérserved grauaafipegple,o r
to match both empl oyed an dinfarmacnegitfootheendedsiHerme n * s
approactcontraststhe raditionalthinking by manythatinformal credit organizations have almost
always targeted the rural podn fact, estimates suggest that over 90% of informal credit clients in
developing nations are from rural areddany believe that the gup-collateralized lending
met hodol ogy wo e bftightknit ruralcomounites (e-Newdetter, 2006).

Despite the variety of informal credit, all these forms take on some significant features in
common: informal financial transactions peetly separated from the formal credit system, the interest
rates charged by informal credit are often higher than formal credit system, financial contracts are
enforced through some local mechanisms instead of cand<ollateral desnot matte(Xif ang, 2006)
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In South Africa, &perience has shown thtte conventional banksare still reluctant to
providecreditto womerand othegroup ofpoor peoplavithoutaproof ofcollateral. Any small loans
they arewilling to providewill by virtue of their smallness be expensive to appraisgadminister
(Mosley& Dahal,1985) The changes in economic development principles have resuldeciear
shift awayfrom interventionist planning towardbe necclassical markebriented view of the
developmenprocess and polic§Cook & Kirkpatrick, 1988). For many years, South African
financial institutions have expressed their unwillingness to service the netb@gobrin loans,
credits and grants as this group constitutes a risky group of g&efde, 2001). This decision was
also aggravated by the relatively disadvantaged position of women and other disadvantaged people,
which obviously restricted t he inglitlaiavastmeradnd i nst i
skills (Robinson2005; Todaro & Smith2003). The marginality and limited range of activities
undertaken by poor and disadvantaged people shoutdrisederedn the context of theisocio
economiaevelopmen{Mcintosh& Friedman,1989).Given a rise in the number of infaal credit
institutionsin the countrymostformalfinancial institutions haveeganaligntheirnegativeattitudes
into positiveonesby showing their commitmemdwardlending tosomewomen and poor people for
thar developmen{Robinson 200b).

Basedn the literature, we know that tieds variability in themportance of informal credit,
but the relationship between the informal credit and the particimangn<rucial. There is a variety
of informal credit in South Africayet there is still lile practical evidence on the transformation of
power structure of the poor, especiafblack women.The relative role ofvomen is importann
progammes such as informal crediecause these programnaagiet them and often have different
impacts wien they participate. This study will contribute to the literature by examining the role that
the informal credits play the lives of the poor, especiallyldfick South African womeimn fighting
largescale poverty.

This studyis organized as followsSectiontwo presents research metho8egctionthree
discusses the types of informal credgction fourprovidesthe membership of thassociations,
Section fiveoutlines operation aratiministration otheassociations, Section Jaxesentsesults and
discussion, and Section seven presents conclusions.

Researchmethods

This study isaresult of a research study that involwesiting a group of women participating
in informal creditas a means to support themselv@sring AugustDecembef005,Kongolo the
researchevisited a total 0f839women in theithouseholds in the study areacluding 17 small
business women who were trading in and around the studyfaiseesulted ira total ol856women
visited of whom 85 were also members the Commumitoperty AssociationRespondents
originated from foudifferentlocationsand were different inumbers: 56 in the first study area; 100
in the second300in the third;and 400n the fourthInterviews were conducted with each group of
respondents ithar respective locations in different days, and the number of respondents interviewed
in each location was 25, 33, 43, and 45 respect(elyle 1) Theresearch wasndertakenn group
discussions in which a number of questions were asked to respoasiemntioned iasimplified
guestionnaire This questionnaire wak nown as “ &ndthe andwersveres dn the
guestionnairéor the purposes of analysighis approach enabled the researth identify problers
facingrespondentand to make a pfiminaryanalysisof their activitiesas agroup.As a resulta
group of participantsisinginformal creditwasformally identifiedtheywere orgargedin various
forms of selfhelp ventures assirategy to fight poverty and to haweprovedliving condtions.
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Table 1: Estimated population and number of households interviewed.

Lacation Estimated  Population Interviewed women
Briths 56 25 (17%)
Garanguwa 100 33 (23%)
Moretele 300 43  (29%)
Themba 400 45 (31%)
Total 856 146 (100%)

Source: Research data (23%). The numbers in parentreses are the corresponding percentages.

Table 1 provides estimated number of population visited inleaationand the total number of
respondentgterviewed for the purposes of this study. The numbers in parentheses are the relative
percent of the pécipants interviewed.ocationsvere taken as villages compared to normal standard
size of most rural settlements, and watelominated by women household resideftdearn more
on these arious forms of informal creditespondents were first inteewved individually and in
groupsto avoid differences of opinions. This was donerderto seektheir impressions as individual
and as a group about the informal cresditving themwhich unfortunately, did not makeore
difference The results of thesaterviews werghenused in the structure and content of discussions
to constitute the data for this study. The dadgamalyed using MS Excel aitheMicrosoftProgram,
and he findings of the studyere reported under results and discussions.

This study descriptively examinéswhy i s i nf or mal credit so
A f r irnaaafea® And what is the reason fireabove features of informal creditTherefore, the
study does nadttemptin any wayto answeto thisquestiordiredly, butattempts taummaize the
reality of this situation througtindingsprovided inthe section underesuls and discussions.

Description of the study area

Theresearclwas conducted in Moreteleownship, north of Pretorjan Gauteng provinge
Sauth Africa. Prior tothe events leading to democratic South Afribssdreava s under t he
Land” of B o, mdwuNbrtn &Vess Rvavincal he areais dominated by blackand was
governed by a black governmevtioreceived resources from aparth8wlth African governmeid
fulfill its ordersMany of these home lands in South Africa wasemetimeknown as independent
countriespecause they weggving orders that goveedthe people. However, they depended much
more on apartheid government grms of finance, technical assistance, policy formulation and
implementation, security andanyothess. At the same timeyhite South Africans who workead
these home larsdvere paid huge amounts of money because they were expatriates working for other
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countries. This however, did not bring any changes to apartheid pwilicyedit, loan and the
borrowing in general to poor peops theyremained unchange@his wasalsothe only wayto
enfore apartheidoolicy andits continuityin most blackhome land¢Msimang,2001).

Differences in income per capita acragveloped areas South Africa werevast;these
incomes per capitaeeremeasured in purchasing power terofisip to60 times that otleveloping
areas{odaro & Smith2003). Finding answers to thguestion why developing areas in South Africa
were so much poorer than develo@edaswvas the central focus of apartheid politis policy
linkedrace to poverty in such a wiyatblack women and other disadvantaged people ofteretand
menial jobs thatlid not pay well.

Given that the majority dbouth Africanblackwomen were not educated, they experience
serioushardshipgn terms of securing resources to start small busioessher activity A large
number ofwomenhouseholds in #area depera mainly on income from agricultu(@egetable
andfruitsplantedn the backyard garde)) becausevomenwere denied access to ovamdin South
Africa. The majority worked as domestic work@rsvarious places and received low pay omdy
survive, justbecausdhey were women and blacks (Msimang, 20@hd at the timew o me n * s
unemployment rate was very highome worked as farm workers in white owned farms and received
menialpay, some were selling peanuts, clothing and any kind of articles tenstintia families,
while few with diploma or certificate were workinBesides incom#hat ®uldbe earneddbmthese
agricultural and nosagricultural activitiessomehouseholdseceived income remittances froneir
husbands orelativesworking in mining, services and other activities around main cities séich
RustenburgPretoria andJohannesburdo provide then with additional incomeslnfrastructure in
the study area has been imprayin the past years of democratic South Africaterms ofroads
housing,services and job creatiorand it isnow one of the busiest locatipwith an estimated
population ofabout7.9% of the total population of South AfricRrospects for agricultural and rural
development are massive ame tstudy area ham established Community Property Association
(CPA), a project initiated with the financial assistance from the Departmentaoid Affairsto
promoteintegrated rural development

Types of informalfinance

Historically disadvantaged people aparthed South Africaneededproof of collateralto
accesgormal financebecauseace and poverty were very much intertwined during apartheid regime.
Until recentlythesgpeople were even excluded from owning legally the wmsimon and acceptable
form of fixed collateral such as buildings and laddsimang, 2001) Although an insignificant
amount ofloans were made available to disadvantaged people in South Byricaformal credit
systemhowever, estimagshowthat these people received less th&o2 the total credit from tis
system(Van der Berg1993) However, nformal credit habeen themain catalyst of socieconomic
development of the poan many rural and sennural area®f the countryand often it involves the
payment of interest There isanumberof well-articulated informatreditassociations opetiag in
the studyareafor which ths studydocumentgour most important forms

(1) Rotating Savingds a credit association which involves a small number of people in a
group(mainly women aiming at saving money for future use. This practice is also found in many
other Africa and Asiaountries.Mills (1993), estimated that there were more thaf9@3 saving
associations in major rural and urban areas of South Afvitaan estimated mahnly buying power
of aboutR80,00. A contribution of a fixed amousimaden these kinds ahformal creditaveekly,
fortnightly or monthlywhich can be withdrawn following the rules of the association. Generally it is
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conducted either by random rotatior following individual needd-or most disadvantaged peojtle
is an important way to acquire needed gasetsiceson credit(Lukhele,1990)

(2) Installment BuyingThishelps thearticipants to acquire goodsld from house to house
by itinerant pedi@rsas well as goodsold in the shop$donthly contributions often agreed upon by
interestednemberdefore joining the association. The installments for the purchase of a particular
itemarealso agreed upon betwettreseller and buyer before themas delivered. The collection of
contributions from the participants is done according to the agreement signed between the participants
and the association, and it can be done daily, weekly or even mdiltieljps dsadvantaged people
to live a normalife and to acquir@eeded goods and serviagscredit (Thomas,1991).

(3) FixedFund includes both men and women members. It ¢sedit associatiorwhich
distribuies theaccumulatedum of money every six to twelve montbghe participantsMoney is
often saved in thassociation bank account and the interestiveds distributed equally among the
members in December of each year to coincide with end of year festi@tres. contributions by
membersvere normally saved to assist tmeluringproblems orin case of emergencies.

(4) Lending Club This informalcreditsystemncludes local credit arrangemeritbat is,the
studywas patrticularly interested in learning the ways in witiciperates and the approaches used in
lendingthemoney at interesgb the members on the one hand, the management and the contributions
made by participants on the other hand. Firstly it was discovered that the club had a detailed policy
regarding the granting of loans to members who have to apply for such loans. Seckmdige
between savings and credit of every applicant had to be established by the club to ensure credit security
before granting a loan to that particular applicant. The loan could be granted only when a certain
amount of money (normallygb) of the amaint to be loaned was available as savings to the club from
that needy member. Thirdly such loans were often disbursed in small amounts of ab@,0®R 160
assist each member during the time of needs and were to be repaid within a period of one month
including interestand fourthly no collateral was needed to borrow the amount needed/Nadithe
Bank (1989) describekte s e types of -laslilswmcri @attatoinrsg asay iSregdg for
They were also named differgnin countries such aSri-Lanka, Ethiopia, Indonesia, Jamaica,
Cameroon, Japan, India, Zimbabwe and South Africa (Bouman,1984;Timberg and Aiyar,1984; Moore
and Schoombee,1995). Rhevere formed througl core of women members who agree to make
regular contributions to a fund wihicshall be given in part or in totality to each member and
contributor in rotation (Moodley,1995).

Membership of theAssociations

All of theinformal creditassociations werdifferent in various aspects startimgth the
composition of memberage anaontributions Limitationson membershigwereprimarily to keep
the associations manageable angistee areffective controbvertheiroperations All of themwere
using different approaches to select membwsrsvever, at leasiRotatingSavings and Insliment
Buyingwererestricting membership to genderainly women, whiletheFixed-fund associatiohad
only menmembersWhile the Lending Club had no restrictions in membership and it was opened to
all sex and gender.

Members in the rotating saviagsociation were married women but were living in different
locations Members in the installment buying were also women, but were not malfioéthemand
lived in differentlocations Members in the Fixetund were all menbut not all of them were
maried, and lived in the surrounditacations while the members of the Lendi@jub were mixed
single and marriechen and womertived indifferent locationsbut the majority knew each other and
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were alsdriends.All informal creditassociationgvereinitiated to enable membersitwrease their

buying power through resources accumulatsnthey were alinemployedInformal credit and

saving associations were established as poverty alleviation schemes and job creation for most rural
and semrural poorwomenincludingall unemployed peopl® accumulate resources and to fight
poverty (Wilsworth, 1979).Lending to women appears to hawerefinancial advantagehan

lending to men (Morduch ,1999). Women appear the have higher loan repayment ratesrthan m
(Khandker, 1998).

Operations and administration of the Associations

Operations of aihformalthe associations were basedanmal constitutions drawn up by the
members and supported by codes of conduith exception of court involvemerfRules wee set,
discussed and implemented in open forums after they were agreed upon by all the participants. One of
the most important rules for every participant was regular attendance at the meetings, because all
important decisions were taken during these mgstincluding the collection of monthly
contributions. Participants of the various associations met on different dates and times. This followed
toincludeevery participant“s time schedul e. The me
buying assoeitions met every last Saturday of the month at 14:00 to 16:00. Members in the fixed
fund association met every last Sunday of the month after the church services at 14:00; while the
members of the lendirgub met once every two weeks. This helps themetd @ith loan issues
before grantsveremade for every member during the last meeting of the mbhéemeetings were
conducteddy theChairpersons for the first months, anduld rotate between the Secretaries and
TreasurersTheme mb er s *  cweretadllectédiytthe dreasurdiging the last meetingsd
this helped the management team to monitorrtheogress (World Bank,1989Meanwhile, the
Lending CIl ub® mnstatioa wereamlise walevery irdodmal credit established

policy.

Results of the Surveys and Discussions

The majority of respondent$86%) have used informalcredit andsaving associations
regularlyin its various formsOnly 8% of respondent®ave used formatredit andonly 6% of
respondents never used both forarad informal creditGiven the high rate of unemployment in the
study areathe use offormal creditand deposits byespondentfias been very limitedalso the
relativedistance from the study area to the bamlis another issuéMiracle et al,198Q)Tenout of
twentyrespondentsterviewed with small businessesvehad bank deposit accounts, while only one
out oftwentyhad a savings accou@iven the number of participants in various informal cseatid
savings associationdi is justifiable to argue thatnformal credithave becomeopular forms of
finandal systemsused bymost poor people andvomen (Besley et al ,1993). The amounts
contributedand loanedby members varied from om&ormal credit to anotheAn assessment dhe
interestrates charged byndividual informal credit suggestedhat the were aroundR5,00 per
R50,00loaned permonth per membé(iTable 2)

In rotating saving club as well as in installmdtying, the ontributions were fixed at
R10000 per member per mdntin fixedfund the contributions were fixed at R80,00 per member
per month, while in the lendirgub the contributions werap toR250,00 per member per month.
The amount of money loaned to members ranged from a minimum R50,00 to a maxiso0R2
permember per month.
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Table 2: Composition of associationgnonthly contributions, gender,age andeducation

Options Rotating saving Installment Fixed-Fund LendingClub
club Buying

Year Establisbd 1990 1992 1993 1995

N. of Members 22 20 17 14

Monthly R100,00 R100,00 R80,00 R250,00

Contributions (Fixed) (Fixed) (Minimum) (Minimum)

Gender/Sex o] Female (Only) | Female (Only) | Male (Only) Mixed
Members

Average Age 28 Years 29 Years 33 Years 30 Years
Estimated

income/Month R1150,00 R 750,00 R 1200,00 R1500,00
Average STD

Passed STD 9 STD7 STD 10 STD 10
Average 5 4 5 5
Dependents

Source: Research data, 2D

The amount of money loaned to membeysach informal credit varigdom a minimum
R50,00 to a maximum R8D,00 per member per monti.he money not loaned to members was
deposited back into the bank accounts together with new contributions from the mehhieers
member s* subscr i pntormal cresdit andesavingssbciatiariamanother depending
on monthly contributionsOverall, the contributions were determined by agreements at a fixed
amount per member as the minimum amount. An interesting feature about vedsehat, in all
informal credit and savingsssociations theumber of women members increased more than the men
members. This enhances the view that women are in the majority in most developing areas of Africa
(Hunger Project, 2000An increase in the number of the particiggin informal creditmay have
been a rsult of a lack of a steady flow in the households incomes (Besley et al,1993). The
participation in various forms of informaleditandassociations describes not only the role and
relevance of these associatipbgt also their commitment to assist tlevelopmenbf developing
areadn resourcegccumulation for selemploymen{Table3)
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Table 3: Patrticipation of members in various forns of informal finance associations.

Associations | Never been| Have taken| Active Total Percentage
members part members members

Rotating 7 8 22 (29,3 37 25,3

savings

Installment 6 9 17(22,7) 32 21,9

buying

Fixed funds 4 6 18 (24) 28 19,2

Lending club 5 7 15 (20) 27 18,5

Formal loans 15 4 3 (4) 22 15,1

Total 37 34 75(100) 146 100,00

The number in parentheses arg@ercentages of the active members.

Table 3 providethe total number of active membeogethemith the total percentage of the
participantsn eachcategory of informatredit A look atthistable suggestghatRotating savings is
the most dominantform of all informal credit investigated with 29,3% oéctive members
accountindor about25,3%o0f the member@~igurel). An important socieeconomics aspect tife
informal credit and savingsassociationserving the needs dhe poorwastheir atiractiveness,
openness and willingnessassisthem financially

Figure 1: Participation by active members in
%

@ Formal finance []4
o ]
-g Lending club | 20
8 N
a Fixed fund 24
5 N
@ Installment buying 22.7
£ Rotating saving : : [29.3
T T

Savings by participants have largely attracted membership to increase in all informal credit
and savings associatigradthoughparticipation intheformal creditsystemsiasthe highesrate This
suggest a positiverelationshipbetween the rate of savings ahé levels ofncomereceived from
these informal credit and savingssociatioa Given that thenan researclyuestionfor this study
was* why i1 s i nf or ma lusedin Qodth Africasso reuxrtasdnvkatistiealesgBon A

for the above f ea tSincemiionofpoarimSouthrAmeahaveno agcgssto ? 7 .

formal credit, especially @amenin rural areastheyhave no other alternatives butgartidpate in
thesevarious forms of informatreditwhere they are well received and treated by getting all what
they needn terms of credit and loanklence it beames clear thathe main reasowhy informal
creditise xt ensi vel y us e dareanibebansd s flexitdeindprovides servicgesita a
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all peoplein meetingtheir financial needs as compared tdformal creditwhich appliesrigid
approaches.

Respondents wer@soasked teelaborate furthether reasonss towhy they wereactively
participating in informalcredit thanformal credit, the following were noteddut of 17% of
respondentsii Briths whoindicated that they would like to save money even if they had no specific
project in mind onlyfour respondentbave established sowvg groupsas a result of informal credlit
and only two respondents Garanguwdave a tuck shop and a restaurant ou8% whoexpressed
their intentions to save money in order to purchase gadi$ostart small businessOut of 29% of
respondentsr Moretelel 2% wantedto save money to meet expenses over Christmas and New Year
festivities,while 17% wanted tasa\ve money fofutureplansincluding school fees fahechildren
only five respondents have a chicken business, a tuck shop, a candlg,maitothing shop, and a
biscuit bakery respectively, while in Themba, out of 39% of respondents, only twa jngsemaker
anda sowing group respectivelRespondents with individual business as a result of informal credit
participationhave changedeir livesconsiderablyand have transformed their poverty status anto
reliable social status than those who do not sava! business he potential to transformdlividual
poverty status into an improvédiding condition ress with the participantshemselvesinformal
credit arrangements are the key to lasgale poverty alleviation and have the potential to reach more
poor peopldy assising them in changing their livege-Newslettey 2006)

Theimportanceof informal credit in assisting the powas expressed by respondeois of
31% of participantsfrom Themba 22% considered informatredit and saving associations as
importantandvital for theirdaily survival. Informalkreditrepresents a source of incomiaich helps
thepoorrealize ther dreams.A total 89% of respondenteecommended informateditand savings
associations as a meavfaneetng theirfinancialneeds.Overall96% ofparticipants including the
organizerexpressedheir satishctionwith the systemand thathey hae notyet encountered any
major problems

Informal credit serves as a catalyst in the overall development pio&mgh Africa. Itis an
empowering agent and an enabling element in the development eEsociomic conditions of the
poorwho have beekept outside the formal credit systdrmacause thewerenot bankable. It has
extended the banking facilities to the poor men and wamgeaneral byreatng opportunities for
selfemploymenof the vast unutilized and under utilized manpower resourcess lalso reversed
the vicious circle oflow income, low savings and low investmaitsome participantgito an
expanding system of more income, more creddre investmenand increased living conditions
(UNESCO, 2006).The more tedit one can receivéhie moreresources onean command and the
more decisiormaking power one is able to exert over individual conditibmghe study area,
informal credit has created entitlement to resouimesconomic emancipation of the poor in general
andblack SouthAfrican women in particulafy providing then with theopportunities to carve out
dignified ways of living. These loans are viewed as means to gain command over rasource
however their potential use remasnvith the participants themselves. With itéeetive use many
poor in the study area have managed to cotiveittalents skills in generating incomes by creating
selfemploymentandhawe notto be constrainedgainby the limitations ofincome.

Conclusion

Access to credit by millions gfoor, whether cash or-kind, is always a major source of
largescalepoverty alleviation. For many of teke poor, theseredits and loans often make up a
substantial portion of their yearly incomes and provide them with an important means to generate
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additional income through resources accumulation and job creatMost black South African
women may especially benefit fralmese schemess they have few alternativd$ie nformalcredit
systenmplays acrucial role in improving the conditiors develging areaof Africa in general and

South Africa in particularAlthoughmillions of poor wereexcluded from the formal credit system,
informal credit actively assitemin the process gfoverty alleviationincludingcapacity building,
upliftment, impovement inliving standard, selfemploymentand development otheir areas.
Informal credit investigated in this paper included installment buying, rotating sawiregst
associationand the lending clubl'he results suggest positive imam the live ofthemajority of

poor womenas their living conditions were improved, sethployment andncreased income
earningsThecontributionof informal credit inthe developmerdfSout h Af @areaswllds r ur a
not be underestimatedut shouldo be ackowledged Most disadvantaged people consider informal
credit as economic and financial institutions whose purposes are to help them meet their financial
obligations,generate improved welleing,andcreate opportunities to further their development
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