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Microfinance: Keys to Avoid Bankruptcy

M

ajor actors in the micro-finance sector in
Cameroon gathered in Bafoussam, for a
meeting under the theme “Human resources
for the sustainability of Micro Finance Institutions
(MFIs) through risk management”. During this meeting,
the participants identified the need to deal with the
plague of bankruptcy in Micro-financial institutions
in Cameroon. They pointed out the important role
played by these institutions in business and that this
sector has the potentials of improvement given the
ready availability of human Capital: that the quality
of the human resources makes it possible to ensure
sustainability through a good control of risks. However,
so many barriers to operations existed and which
not only led to malfunctioning of MFIs but also to
bankruptcy.
Poverty is the main cause of concern in improving
the economic status of developing countries such as
Cameroon. A wide range of organizations are regarded
as microfinance institutes. They are those that offer
credits and other financial services to the population.
Financial services for poor people are a powerful
instrument for reducing poverty, enabling them to
build assets, increase incomes, and mitigate against
the effects of difficult economic times or recessions.
Financial services such as savings, loans, and money
transfers enable poor families to invest in enterprises,
better nutrition, improved living conditions, and the
health and education of their children.
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The micro-finance sector has evolved over the years
in Cameroon and has been transformed into a system
that provides various services to the population. This
is thanks to various financial sector policies (like 201720 memorandum of Economic and financial policies,
MEFP) and programs undertaken by the government
since independence. MFIs now are the primary sources
of funds to small and medium size enterprises in
Cameroon. Many MFIs in Cameroon are credit worthy
and well run with proven records of success; many
are operationally self-sufficient hence, are capable of
providing these services to the population. Yet many
are still lagging behind in their activities (such as quality
of financial services provided, managerial abilities and
quality of customer services) and in the provision of
these services and risk bankruptcy.
Microfinance has a significant role in bridging the
gap between the formal financial institutions and
the rural poor. Microfinance in Cameroon, has built
a solid record of accomplishment as a critical tool in
the fight against poverty. Almost all MFIs give loans
to their members, and many offer insurance, deposit
and other services. Recipients of the services generally
are micro-businesses and economically active citizens
who at the same time have insufficient finances to
effectively run their businesses on a daily basis. Such
persons normally have limited access to standard
financial credits and services provided by banks. Due
to the lack of sufficient collateral services, surety is as
well as low daily circulating capital. Microfinance has
also powerfully catalyzed women empowerment. With
their program designed and focused on the poor and
women, microcredit programs have helped especially
rural women become self-employed and financially
autonomous.
Despite the relative importance of this sector to
Cameroon’s economy, there has been a drastic drop in
its numbers since the year 2015 and especially after the
bankruptcy of CO-FINEST (Compagnie Financière de
l’Estuaire du Cameroun) and FIFFA (First Investment for
Financial Assistance). In Cameroon, approximately 400
microfinance institutions (MFIs) operate with close to
1,000 branches and a client base of about two million.
They contribute 10% to the financing of the national
economy. However, in recent years, difficulties have led
to the closure of several of them. At the beginning of this
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(2017), the Cameroonian Minister of Finance, published
a list of 412 approved microfinance establishments,
authorized to carry out activities in Cameroon in 2017.
This is a drop from the 500 establishments in 2015, and
418 in 2016.
This drop can be attributed in part to the refusal of
approvals to some institutions willing to operate
and to management problems, which have led to
several bankruptcies. This reduction in the number of
microfinance institutions equally, can be attributed to
the problems involved in the control and supervision
of the sector - in the regulation framework. The microfinance sector in Cameroun remains exposed to illegal
practices, which accounts for some of the bankruptcies
and shutdowns. For example, most of the establishments
approved as category one microfinance institutions
equally carry out unapproved operations (such as profit
seeking trough saving services to the public) patterning
to the 2ndcategory. Also, the limited control of the
microfinance sector due primarily to the insufficiency
of financial, human and material means at the disposal
of the regulatory and control agencies remain a big
problem.
In a bid to find possible solutions to the problems in this
sector, the actors during their meeting pointed out some
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interesting options which included: creating a platform
for the permanent recycling of human resources,
institutionalizing “Njangi’s”, urgently establishing
a common system for managing effects and risks,
developing common strategies to promote credit, saving
and research for sustainable resources and lobbying for
the adoption of a collective agreement for MFIs. If these
are achieved, there will be increased transparency and
opportunities for many. Hence, this sector will definitely
see a new dawn in Cameroon
Finally, to ensure a total success of the MFIs, there is a
need for these institutions to look back at their goals
and reasons for existence and the need for microfinancial institutions in an economy. Focus more on
sustainably achieving these goals rather than place so
much emphasis and focus on profit making ventures and
forget to follow regulations in order to meet stated goals.
Some of these goals include: improve the quality of life of
the poor through financial support services, sustainable
development, create opportunities for self-employment
for the underprivileged and human capital development
of the poor, which will enable them, earn a living. With
these in mind, bankruptcy in Micro-financial institutions
will be avoided.
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