@@ BRITISH
@@ COUNCIL

-
L]

- c R

INVESTMENT CLIMATE REFORM FACILITY

-

HOW DEV‘ELOPMENT FINANCE
INSTITUTIONS IN AFRICAN,
CARIBBEAN AND PACIFIC
COUNTRIES USE
ALTERNATIVE COLLATERAL:
Trends and impact on access

to finance for women-owned SMEs

ICReport June 2025

Implemented by
H @@ BRITISH EXPERTISE
g 1Z Qe&UNL 1 e @


https://www.icr-facility.eu/
https://european-union.europa.eu/index_en
https://www.oacps.org/
https://www.bmz.de/en
https://www.britishcouncil.org/
https://www.britishcouncil.org/
https://www.expertisefrance.fr/
https://snv.org/
https://www.giz.de/en/html/index.html

I CR How development finance institutions in African, Caribbean and Pacific countries use
INVESTMENT CLIMATE REFORM FACILITY

alternative collateral: Trends and impact on access to finance for women-owned SMEs —
CONTENT
ABBREVIATIONS ........oeimiminisnssnssssssnssssssssasssssssssssssssssssssssssssssssssssssssssnssssssssssssnssasssssssssnssassasssnssnsss 3
1. INTRODUCTION .....ccceismrsmrsnrsansnsssssnsssssssssssssssnssssssssssssssssssassssssssssssasssssssssnssnssassssssnssnssnssanssnssnssns 4
LI =1 0o o 0o OO SS 4
1.2 Limited access to traditional collateral restricts women’s access 10 Credit..........ccvvverrvrvnerc s 5
1.3 Mapping of identified alternatives (to) collateral MEChAnISMS ...........ccvreiirricirre e 6
2. EMERGING DFI APPROACHES TO THE COLLATERAL CONSTRAINTS FACING
WOMEN-OWNED SMES.........ccooemmmmmmsemsnmssmssssssssssssssssssssssssassassssssssssssssssssssssssssssasssssssssnssassassssssnsses 7
3. DFI EXPERIENCES WITH ALTERNATIVE COLLATERAL FOR MSMES..........cccocnnmmnmnsmmsnnsanssnssnnses 9
3.1 Movable COlateral IENAING........cccvieririrrer e s s s s s a e s s R s R R s R s R s R e R sRe e Re e Re e ae e ReeReeResaeeReeaenais 10
B B Y 0= g 4P LTI P T I - 15
4. THE EXPERIENCE OF DFIs WITH ALTERNATIVES TO COLLATERAL .........cceemrmmsessnrsersasssnssnssens 16
4.1 Social collateral: group lending and individual GUAIANTOLS .........coviererrneese e sas s 16
A 0 I 1TV T2 LT T o T S 17
Y21 1= B o 1 I 1 TR 19
T LT o TSRS 20
N e (o 10 1 Lo (o 00 o 21
5. THE ROLE OF DFls IN PROMOTING ALTERNATIVES TO COLLATERAL AND ACTING
AS MARKET ENABLERS.........cccoootrrtrmmnernersssssssssssssssssssssssssssssssssssssssssssssssnsssnsssnssssssssssnsssnsssnsnnes 23
5.1 Addressing collateral constraints through partial credit guarantee (PCG) schemes for local financial institutions.............. 23
5.2 Leading by example, communicating and incentivising partner financial institutions...........cccccevrvevrrrernierrevrerrereens 25
5.3 Engaging in policy dialogue to create an enabling enVIrONMENt.............coo i 27
6. SYNTHESIS: COMPARATIVE ANALYSIS AND RECOMMENDATIONS.........cccoommmmnmmsnmsersanssnssnssns 28
6.1 COMPArALIVE ANAIYSIS .....eoveuerrrerreiieris s e e e s s R e e Re e e Re e e e eEeRe s R e e e Re e e Re e e REeReReeR e e e Re e e Re e e RenRnaenrenes 28
6.2 RecommeNndations fOr DFIS ..o e s s s ae e s ae e b s b s R R eae s b s R e Resaenaesnennene 30
7. BIBLIOGRAPHY ......ccceiotiersersnrssnssnssessnssssssssssssssssssssssssssssnssssssssssssnssnsssssssssnssassnssssssnssnssnssssssnssnss 32

ICReport June 2025 page 2


https://www.icr-facility.eu/

ICR

INVESTMENT CLIMATE REFORM FACILITY

How development finance institutions in African, Caribbean and Pacific countries use
alternative collateral: Trends and impact on access to finance for women-owned SMEs

ABBREVIATIONS

CONTENT

ACP African, Caribbean and Pacific Group of States
ADB Asian Development Bank
AFD Agence Francaise de Développement — French Development Agency
AFI Alliance for Financial Inclusion
BDF Business Development Fund
Bll British International Investment
BRD Development Bank of Rwanda
CEF Credit Enhancement Facility
DBJ Development Bank of Jamaica
DBN Development Bank of Nigeria
DFI Development Finance Institution
Fl Financial Institution
FSMDB Federated States of Micronesia Development Bank
GIZ Gesellsghaft far Internalltionale Zusammenarbeit GmbH — German Agency for
International Cooperation
ICGL Impact Credit Guarantee Limited
ICR Investment Climate Reform
IDB Inter-American Development Bank
IFAD International Fund for Agricultural Development
IP Intellectual Property
KCB Kenya Commercial Bank
LBA La Banque Agricole du Sénégal
MABL Movable Asset-Based Lending
MSME Micro, Small and Medium-Sized Enterprises
PCG Partial Credit Guarantee
PFIS Partner Financial Institutions
SCGS Smallholder Farmers Credit Guarantee Scheme
SME Small and Medium sized Enterprises
TA Technical Assistance
TADB Tanzania Agricultural Development Bank
We-FI Women Entrepreneurs Finance Initiative
WRS Warehouse Receipt System
WSMEs Women-owned Small and Medium-sized Enterprises
WWB Women’s World Banking
ICReport June 2025 page 3


https://www.icr-facility.eu/

I CR How development finance institutions in African, Caribbean and Pacific countries use

- . alternative collateral: Trends and impact on access to finance for women-owned SMEs

CONTENT

1. INTRODUCTION

Access to finance is a major barrier for women and women-owned SMEs (WSMEs), including in African,
Caribbean, and Pacific (ACP) countries. Many small and medium-sized enterprises (SMEs), especially those
led by women, struggle to secure loans due to a lack of assets traditionally accepted as collateral. In some ACP
countries, this challenge is compounded by cultural and legal barriers, including discriminatory inheritance
laws, restrictions on women owning property and bias from traditional lenders. Local development finance
institutions (DFls) are well positioned to help address these obstacles and improve access to finance for
women-owned businesses.

This study draws on the experience of DFls to present best practices and provide practical guidance on
designing and implementing alternative forms of collateral. The objective in showcasing successful examples
is to encourage other DFls to adopt similar approaches and maximise the use of alternative collateral
mechanisms and their impact for women and women-owned SMEs.

1.1 Methodology

This research was conducted in three key phases. The first involved a review of existing literature;
the second consisted of interviews with industry stakeholders; and the third focused on a closer
examination of the most promising examples, based on interviews with around ten financial institutions.

The in-depth desk research and literature review enabled the mapping of various types of alternative collateral
and the identification of successful examples. This involved examining over 30 documents on financing
women-owned SMEs in ACP countries from a range of international sources. It also entailed reviewing
specific case studies on alternative collateral mechanisms and gender finance initiatives in these regions as
well as reports produced by DFls.

Stakeholder interviews were conducted with organisations specialising in gender finance or supporting DFls
in ACP countries. They included technical assistance providers such as Women’s World Banking (WWB),
the Women Entrepreneurs Finance Initiative (We-Fi) and the Alliance for Financial Inclusion (AFI). Interviews
were also conducted with Bixie, a fintech dedicated to women’s financial empowerment, as well as with
experienced DFls such as Agence Francaise de Développement (AFD) and British International Investment
(Bll) that have a strong track record of supporting DFIs in ACP countries.

Based on insights from these discussions, ten relevant cases were selected for more detailed study.
Interviews were conducted with ten financial institutions, including national development banks, microfinance
institutions, commercial banks and one development project:

B Federated States of Micronesia Development Bank (FSMDB), Federated States of Micronesia
B Tanzania Agricultural Development Bank (TADB), Tanzania

B La Banque Agricole (LBA), Senegal

B Development Bank of Nigeria (DBN), Nigeria

B Kenya Commercial Bank (KCB), Kenya

B Wasasa Microfinance, Ethiopia

B Development Bank of Jamaica (DBJ), Jamaica

B Development Bank of Rwanda (BRD) and Business Development Fund (BDF), Rwanda

B Advans Group (Microfinance), Ghana and Tunisia

B Project: Strengthening the intellectual property (IP) ecosystem to increase innovation, competitiveness, and
growth of MSMEs in Jamaica, Jamaica
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1.2 Limited access to traditional collateral restricts women’s
access to credit

In ACP countries, access to credit typically requires collateral — preferably immovable assets - or a
credit history.

Collateral is defined as an asset that a borrower pledges as security for a loan. Financial institutions
overwhelmingly prefer immovable assets, such as land or buildings, as collateral, even though in developing
countries, movable assets account for as much as 78% of the capital stock of enterprises, compared to
just 22% for immovable assets.! Lenders can also assess credit risk based on a customer’s credit history,
drawing on past banking transactions and on data from credit bureaus. In such cases, credit history can serve
as ‘reputational collateral’ and help facilitate access to finance, particularly for small businesses. However,
women-owned SMEs often lack both immovable collateral and formal credit histories.

In most developing countries, women have limited or unequal access to immovable assets, creating a
major barrier for WSMEs seeking loans from formal financial institutions.

According to a member survey by the Alliance for Financial Inclusion (AFI), collateral requirements were
identified as the second most significant barrier to women’s financial inclusion, cited by 66% of respondents.
Other key barriers included low levels of financial literacy (75%) and socio-cultural norms (63%).2

In patrilineal cultures, customary law often restricts women from holding land titles or controlling land, which
is typically the primary asset in farming communities and a key form of collateral for formal loans. Women
often lack legal proof of land ownership because the land they farm is rarely formally registered in their
names, making it difficult to use as collateral. In many countries, the law either prohibits women from owning
property outright or requires spousal consent before a married woman can encumber her property. However,
women often own valuable movable assets — such as equipment, machinery or inventory — that contribute
to the success of their businesses. While lenders may accept movable assets as secondary collateral, this
is generally intended to reinforce the borrower’s commitment rather than to provide an alternative source
of loan recovery. Lenders do not base loan amounts on the value of movable collateral, relying instead on
immovable assets. As a result, women are often eligible for lower loan amounts than men.®

Moreover, women are more likely than men to be “thin file” clients — borrowers with little or no formal history.
Women entrepreneurs are often first-time borrowers, relying significantly on informal sources of finance such
as family and friends to raise capital for their businesses. For women working in the informal sector or without
previous access to formal sources of credit, it is especially challenging to build a credit history through credit
bureaus and registries and therefore to build “reputational collateral”. While microfinance institutions may
offer loans, the amounts are often smaller than needed.

The use of alternative collateral mechanisms by financial institutions can help improve access to finance for
women-owned SMEs. And DFls can support this effort in several ways.

(1) Alvarez de la Campa, Alejandro, 2011. “Increasing Access to Credit through Reforming Secured Transactions

in the MENA Region.” Policy Research Working Paper 5613, World Bank, Washington, DC

(2) https://www.afi-global.org/sites/default/files/publications/2017-03/GuidelineNote-27 %20FIS-Gender%20and%20FIS.pdf

(3) https://www.icr-facility.eu/knowledge-hub/resource/business-environment-reforms-to-support-women-owned-businesses-in-acp-countries/
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1.3 Mapping of identified alternatives (to) collateral mechanisms

In response to the lack of immovable collateral among clients, financial institutions and DFIs can adopt two
broad approaches: use alternative types of collateral and apply other risk mitigation mechanisms (“alternatives
to collateral”).

The alternative (to) collateral options are summarised in Figure 1.

Other types of Partial credit
guarantees guarantee

Leasing

Formal and informal

group lending SIS
Social collateral Value chain
Individual financing Lending
guarantor

mechanisms
that help reduce
Cash-flow based the risk

lending

Alternatives
to collateral

Alternatives Al :
ternative
(to) collateral Credit Scoring
for Women
MSMEs

Technical

support

Psychometric
Savings credit scoring Digital credit scoring
based on alternative
Motor data sources
vehicles IP financing
Alternative
Equipment/ Intellectual collateral
machinery property rights
Movabl -
Inventory cocl)laatgr:ll Alternative
Accounts X land-titles
receivable lending
financing Accounts
Receivables i
Agricultural Livestock
products
Warehouse Furniture,
receipts financing jewelry

FIGURE 1: MAPPING OF ALTERNATIVE TYPES OF COLLATERAL AND ALTERNATIVES TO COLLATERAL
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2. EMERGING DFI APPROACHES TO THE
COLLATERAL CONSTRAINTS FACING
WOMEN-OWNED SMES

Disclaimer: All subsequent references in this report to development finance institutions (DFIs) specifically
pertain to those that were surveyed, as listed in Section 1.1. References to financial institutions (Fls) are
used more broadly and encompass not only DFIs, but also microfinance institutions (MFls) and commercial
banks.

DFls recognise the lack of collateral as a key barrier for women-owned SMEs seeking access to
finance, but their gender strategies rarely address this issue.

DFls acknowledge the significant funding gap faced by women-owned SMEs (WSMEs) and have integrated
women'’s financial inclusion as a cornerstone of their mandates and strategies. Some have gone further and
set concrete, quantifiable targets to increase their WSMEs client base. For example, the Development Bank
of Rwanda’s (BRD) 2024-2028 strategy includes the expansion of lending to WSMEs as a key objective, with
the aim of increasing WSMEs share of its total MSME lending portfolio from 17% currently to 30% by 2028.

To better serve women-owned SMEs, most development finance institutions have conducted comprehensive
market research. Institutions such as the Development Bank of Rwanda (BRD) and the Tanzania Agricultural
Development Bank (TADB) have undertaken dedicated studies to identify the specific constraints, needs
and expectations of WSMEs, and determine how better to meet them. Both studies identified the lack of
collateral, especially land and property, as a major barrier to WSMEs’ access to finance.

DFls’ gender strategies typically focus on raising awareness about WSMESs’ financial needs, adopting gender-
sensitive marketing and communication approaches and offering preferential interest rates. They typically do
not lend directly to individual borrowers. Instead, they channel funds through partner financial institutions,
such as commercial banks, microfinance institutions, or credit cooperatives, which serve end clients like
WSMEs. For instance, the Development Bank of Nigeria (DBN) provides a 10% interest rebate to partner
financial institutions that issue loans to women with a tenure of at least 36 months. Similarly, La Banque
Agricole du Sénégal (LBA) secured a new credit line from AFD, the French development agency, with the
stipulation that 20% of the funds be allocated to women-owned investments. To meet this requirement, LBA
plans to offer preferential interest rates to women.

While these initiatives are crucial and commendable, it is striking that collateral constraints are rarely
addressed as a key lever in DFIs’ gender strategies and concrete measures to mitigate them remain scarce.

In most cases, DFls address WSMEs’ lack of collateral by adopting greater risk tolerance, applying
asset-based and cash flow-based lending approaches and using more flexible collateral requirements.

For instance, the Tanzania Agricultural Development Bank (TADB) has introduced tailored financial products
for women and youth, which apply more flexible conditions to existing products. These include lower interest
rates, longer grace periods and reduced collateral requirements — often using the financed asset itself as
collateral for the loan. TADB has also revised its internal rules and processes: for small loans amounts,
WSMEs’ applications bypass the standard approval process, with the Director of Business authorised to
approve such loans even if they do not meet the central Bank of Tanzania’s 125% collateral requirement.
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Some DFls offer unsecured loans —i.e. with no collateral requirement — for very small amounts. For example,
the Federated States of Micronesia Development Bank (FSMDB) does not require collateral for loans under
USD 1,000.

Similarly, while not DFls, Kenya Commercial Bank (KCB) and Advans Tunisie have proactively adjusted their
rules for WSMEs. Following a market study conducted by Women’s World Banking (WWB), KCB adopted a
cash flow-based lending methodology specifically designed to address collateral-related barriers faced by
WSMEs. Advans Tunisie which already applied a cash flow-based lending approach in its general operations,
introduced a collateral-free product for WSMEs.

These measures reflect the willingness of financial institutions, including DFls, to accept greater risk in order
to serve WSMEs, aligning with their mandate to address market gaps. However, this approach carries specific
limitations and risks:

B In the long-term, relying on reduced or no collateral requirements may affect DFIs’ capacity to serve
WSMEs. As the share of WSMEs in their portfolios increases, DFIs may face excessive risk exposure.

B Depending on local banking regulations — and in line with international best practices in risk management —
higher provisions are required for uncollateralised loans. This increases the cost of risk and lowers the
profitability of such loans. Moreover, uncollateralised lending requires a higher mobilisation of equity under
key prudential risk ratios. In challenging economic times, this could constrain DFIs’ lending capacity and
end up limiting the share of these loans in their portfolios.

B From a risk management perspective, collateral-free loans are limited to very small amounts. This can
strongly limit WSMEs’ access to finance as their businesses grow and their financing needs increase.

In addition to applying more flexible collateral requirements, DFIs often adopt comprehensive
approaches that combine different instruments to address the needs of women-owned SMEs. While
not always designed for this purpose, some of these approaches also contribute to mitigating credit
risk.

DFIs may provide capacity-building programmes to strengthen women’s business management skills and
financial literacy (including understanding of banks’ requirements, product features, etc). Although the
primary objective is to support women’s entrepreneurship, these programmes also help reduce information
asymmetry, improve business success rates and, as a consequence, lower credit risk from the lender’s
perspective.

They may also partner with development support programmes to offer matching grants. These grants primarily
aim to compensate for the lack of personal contributions traditionally required of borrowers by banks. Grants
can help lower the credit risk as they reduce the debt burden within a project’s business model.

Overall, DFis address women-owned SMESs’ lack of collateral by adopting increased risk tolerance, which
can be partly offset by risk mitigation mechanisms embedded in broader gender-oriented initiatives.
To overcome collateral constraints, DFIs either accept alternative forms of collateral or alternatives to
collateral. The most promising approaches are outlined in the following sections.
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3. DFI EXPERIENGES WITH ALTERNATIVE
COLLATERAL FOR MSMEs

DFlIs apply alternative collateral mechanisms to serve the broader MSME sector, usually without
considering the business owner’s gender. They rarely develop gender-specific financial instruments or
targeted strategies to ensure that WSMEs can effectively access and benefit from these mechanisms.

The lack of collateral is a barrier for all types of MSMEs, regardless of gender. Development finance institutions
(DFls) have therefore developed alternative collateral mechanisms to serve such businesses generally, without
a specific focus on those owned by women. Indeed, most DFIs reported using several alternative collateral
mechanisms, but did not integrate them into their gender strategies. For example, to better serve MSMEs,
irrespective of gender, DFls in Nigeria, Rwanda and the Federated States of Micronesia began accepting
movable assets as collateral, using national movable asset registries. This was not intended to meet the
specific needs of WSMEs, but to address the financing needs faced by MSMEs more broadly.

In this context, DFIs rarely develop targeted measures — such as communication campaigns aimed at WSMEs
— to ensure that women-owned businesses can effectively access and benefit from alternative collateral
mechanisms. As a result, and even though these mechanisms could disproportionately benefit WSMEs, they
have so far mainly benefited male borrowers within DFI portfolios.

The fact that alternative collateral mechanisms are not designed with the explicit objective of serving WSMEs
also means that there is no sex-disaggregated reporting in place to monitor their use and effectiveness in
facilitating access to credit for women-owned businesses. Some DFls were unable to report the proportion
of WSMEs using these mechanisms because they do not monitor this data. Integrating a gender-lens into
movable asset-based lending could help better identify and maximise the potential of alternative collateral to
increase lending to WSMEs.

Alternative collateral mechanisms used by financial institutions primarily take the form of movable
collateral lending. This section outlines three approaches to its implementation.

Three forms of movable asset collateral lending are presented below:

B Basic or traditional movable collateral lending involves using movable assets such as vehicles or
agricultural equipment as substitutes for conventional collateral within standard lending practices. The use
of national movable asset registries — publicly accessible, centralised systems where lenders can officially
register a claim over a borrower’s movable assets — significantly strengthens the lender’s legal right to the
asset. This makes enforcement easier in the event of default, even though liquidation of the asset can be
difficult from an operational standpoint.

B Advanced asset-based lending refers to mechanisms in which the collateralised asset can be readily
mobilised due to (i) its registration in a centralised registry and (ii) favourable market conditions that
facilitate easy resale or liquidation. Examples include warehouse receipt lending, where goods stored in a
warehouse serve as collateral for a loan, and receivables lending, which refers to loans backed by accounts
receivable — i.e. money owed to the borrower by its customers, typically under invoices or contracts.” The
ease of mobilising the collateral in the event of default allows lenders to directly link the loan amount to
the asset’s value, thereby reducing the need for in-depth analysis of the borrower’s financial position and
repayment capacity.

B Cash collateral: A specific form of movable asset-based lending where cash savings are pledged as
collateral.
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In addition to movable assets, alternative land titles are also considered part of the broader category of
alternative collateral. These are forms of land ownership documentation that fall outside formal land title
systems, but which can be recognised by local authorities or certain financial institutions as evidence of land
rights.

3.1 Movable collateral lending

3.1.1 “TRADITIONAL” MOVABLE COLLATERAL LENDING

Movable collateral lending is widely used by development finance institutions, especially in countries
where movable collateral registries are operational.

Movable collateral lending — also called movable assets, movable finance, movable property, or movable
asset-based lending (MABL) — allows businesses to use movable assets such as equipment, inventory,
receivables, motor vehicles, agricultural products, intellectual property rights or livestock as collateral for
loans. In modern systems, borrowers retain possession of their collateralised asset which allows them to
continue to use the asset in their business operations while leveraging it for additional capital. Movable asset
lending can be formally secured by the registration of the collateral in a national registry, if available, or simply
mentioned in the loan agreement.

As mentioned above, while DFIs have introduced financial instruments enabling the use of movable assets
as collateral, they have not adopted targeted gender strategies nor effectively leveraged these instruments
as core tools to support WSMEs. To ensure this type of alternative collateral mechanism benefits WSMEs
in practice, DFls should identify the type of assets typically owned by WSMEs — based on the sectors and
activities where they are most active — and promote the use of those assets as eligible collateral.

For more details, see the factsheet: “MOVABLE COLLATERAL LENDING WITH USE OF A

NATIONAL REGISTRY”.
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CASE STUDY:
MOVABLE COLLATERAL LENDING AND REGISTRY
USE BY FSMDB, MICRONESIA*

Name: Federated States of Micronesia Development Bank (FSMDB)
Country: Federated States of Micronesia (FSM)

Type of institution: National development bank

Presented mechanism: Movable collateral lending

Following a broad stakeholder consultation supported by the Asian Development Bank on ways to stimulate
economic development and improve access to finance for MSMEs in the Federated States of Micronesia
(FSM), the government launched a national collateral registry in 2006. This secured transaction website
allows users to register movable assets — such as equipment, accounts receivable, future inventories and
livestock — as collateral for loans.

Since then, FSMDB has integrated the use of the secured transactions registry in its day-to-day SME
lending operations. FSMDB allows women entrepreneurs to use any movable asset they own as collateral,
including stock or equipment financed by the loan. When such assets are pledged as collateral, FSMDB
staff systematically register them on the secured transactions website, upload the relevant documentation
(including photos) and pay a $15 fee to file the notice. The registry is publicly accessible and can be consulted
free of charge by any lender or individual to check whether an asset has already been pledged. In the event
of loan default, FSMDB has the legal right to seize the pledged asset.

In 2024, FSMDB issued 60 loans secured solely by movable assets. Of these, 20 loans (33% by number
and 38% by value) were issued to women as sole proprietors, 12 loans to women as co-borrowers with
their spouses (20%) and 28 loans (46%) to men as sole proprietors.

Since the launch of the national collateral registry, FSMDB has seen an increase in the number of women in
its loan portfolio. However, this growth has also been driven by broader factors, including an expansion in
business opportunities available to women.

Collateral registries can allow a wide variety of movable assets to be used as loan security. However,
DFIls do not always take full advantage of these systems, and accept fewer types of collateral than
permitted, depending on the perceived ease of mobilising the asset in case of default.

DFls do not always fully exploit the potential offered by national registries: they often accept fewer types of
collateral than permitted by law or listed in the registries, depending on how easily the asset can be valued,
sold or recovered. This is particularly the case for assets with uncertain resale value or rotating assets, such
as inventory, that are regarded as riskier. Similarly, some DFIs might accept movable assets but impose
additional conditions to lower the risk. For instance, the Tanzania Agricultural Development Bank (TADB)
accepts livestock as collateral, but only if the animals are insured.

(4) Full case studies are available in the annex.
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Intangible assets, considered a subset of movable assets, can help diversify and expand the range of assets
considered to be alternative (to) collateral. One emerging area is the use of intellectual property rights as
collateral.

Several DFIs mentioned the importance of innovation in identifying the types of assets that could be
collateralised, based on a review of a borrower’s available assets. Despite their potential, intangible assets
are rarely accepted by DFls, even though they could be a good alternative for women-owned SMEs. The use
of intellectual property rights presents an interesting case for further exploration.

Creative and innovative business models are often based on original and innovative intellectual property
(IP). IP-based lending allows MSMEs to leverage their intellectual property as collateral, improving access
to finance even when they lack tangible assets. This approach encourages innovation by providing financial
resources to businesses relying heavily on intellectual property, fostering economic development in creative
industries.

However, IP assets are rarely used as collateral for several reasons:

a) there are no standardised methodologies or guidelines for valuing IP assets or determining how to account
for them on balance sheets;

b) many creative professionals and firms lack historical transaction data to document their revenue streams
and substantiate the value of their IP; and/or,

c) lenders perceive a risk in their ability to recoup funds in the event of a default on the loan, as IP is difficult
to monetise even if ownership is transferred to the DFI.

Moreover, small firms are often reluctant to register patents and instead resort to alternative IP strategies -
such as trade secrets — that can result in the undervaluation of intellectual property assets. Having identified
these constraints, the Government of Jamaica, with support from the Inter-American Development Bank,
introduced several measures to promote the registration of IP rights and their use as collateral through a
collateral registry.

For IP-based collateral lending to be effective, a well-developed national IP ecosystem should be in place.
This should include:

B [P creation, supported through public and private efforts in innovation, R&D, and the registration of
intellectual property rights;

B [P protection and enforcement via a robust legal framework;
B |P expertise, with skilled professionals in IP law, valuation, and enforcement;

B [P monetisation — including financial institutions willing to accept IP assets as collateral, the existence of a
secondary market for IP assets, and a functioning secured transactions system, supported by legislation
and a collateral registry.
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CASE STUDY:

STRENGTHENING JAMAICA'’S INTELLECTUAL PROPERTY (IP)
ECOSYSTEM TO SUPPORT MSME INNOVATION,
COMPETITIVENESS AND GROWTH

Name: Strengthening Jamaica’s intellectual property (IP) ecosystem
to support MSME innovation, competitiveness and growth

Country: Jamaica
Type of institution: Project
Presented mechanism: IP-based lending

In 2013, the Government of Jamaica with support from the Inter-American Development Bank (IDB) enacted
the Security Interest in Personal Property Act (SIPPA) and established a national collateral registry.
SIPPA allows businesses to use a wider range of collateral beyond land to secure loans, including movable
assets and intellectual property (IP). However, despite the efforts of the government and its partners, as of
January 2018, less than 1% of all registered assets in the registry were movable assets, including IP.

To support the implementation of SIPPA, the Jamaica Intellectual Property Office (JIPO) partnered with
IDB and the Compete Caribbean Partnership Facility to launch a project in 2021 entitled ‘Strengthening the
Intellectual Property (IP) Ecosystem to Increase Innovation, Competitiveness and Growth of Micro, Small and
Medium-Sized Enterprises (MSMEs) in Jamaica’

The objective of the project was to strengthen the implementation of SIPPA by addressing gaps in Jamaica’s
IP ecosystem. It aimed to create the conditions for IP monetisation and use as collateral, supporting
MSMEs to leverage their IP assets to drive innovation, competitiveness and growth.

B The project provided training for both banks and MSMEs to build a culture of IP monetisation and increase
awareness of the benefits of IP registration.

M |t developed an IP valuation framework and launched a pilot initiative to explore the use of IP as collateral
for lending.

B By the end of the project, 29 potential MSME participants had been identified, of which 15 successfully
registered IP rights. Six MSMEs entered into negotiations with banks, but no loans based on IP
valuation had been disbursed at that stage of the pilot.
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3.1.2 ADVANCED ASSET-BASED LENDING: RECEIVABLES LENDING AND WAREHOUSE
RECEIPT FINANCING

In advanced asset-based lending the ease of mobilising collateral allows the lender to link the loan
amount directly to the value of the asset, reducing the need for a detailed assessment of the borrower’s
financial situation and repayment capacity.

Advanced asset-based lending approaches are commonly used in trade finance or value chain finance. The
most relevant approaches for lending to micro, small and medium-sized enterprises (MSMESs) are receivables
lending and warehouse-receipt financing:

B Receivables lending is a type of financing in which a business uses its outstanding invoices (accounts
receivable) as collateral to secure a loan. The lender provides funds based on the value of these receivables
— money owed by clients — giving the business immediate access to cash.

Receivables finance is relevant for women-owned SMEs (WSMEs) because it offers fast and semi-automatic
access to working capital based on outstanding invoices, often without complex approval procedures.
However, it requires that receivables be documented and formalised.

Among the development finance institutions surveyed, few reported using receivables finance for WSMEs.
This limited uptake is likely due to challenges in obtaining formalised receivables. Many WSMEs in ACP
countries operate in the informal sector, where receivables are difficult to document formally. And even
when they operate in the formal sector, contracts and acceptance of receivables are often not formally
documented.

For this financing mechanism to function effectively, the debtor — that is, the contractor or company
owing the receivable — must be financially sound. The bank must have confidence in both the value of the
receivable and the debtor’s reliability to pay. Consequently, receivables finance is more feasible when an
MSME has a contract with a large corporation or government entity. However, women-owned SMEs in
ACP countries often have limited access to such contracts because of their small scale, limited networking
opportunities and the fact that many operate in the informal sector.

B Warehouse receipt financing is a secured lending technique that enables smallholder farmers to secure
loans through their produce stored in a warehouse. After depositing their goods in a certified warehouse,
farmers receive a receipt that serves as proof of ownership. As is the case for receivables financing, the
lender provides a loan based on the value of the warehouse receipt — that is, the value of the agricultural
produce held in storage. The farmer can sell the produce later, when market prices are higher, allowing them
to repay the loan and potentially earn a profit. By using the warehouse receipt as collateral, farmers gain
immediate access to funds needed to invest in the next agricultural season while positioning themselves
to benefit from improved market conditions in the future. Warehouse receipt financing can also be used by
MSMEs or cooperatives to purchase stocks of agricultural produce for processing or other transformation-
related activities.

The Tanzania Agricutural Bank (TADB) and La Banque Agricole (LBA) use this mechanism:

e TADB operates within Tanzania’s well-regulated warehouse receipt system, which is overseen by the
Warehouse Receipts Regulatory Board (WRRB). In this context, TADB provides warehouse receipt financing
for the specific crops approved by the WRRB, with a primary focus on raw cashew nuts.

e LBA has recently started offering warehouse receipt financing in Senegal, targeting crops such as
cowpeas in the Louga region and cashew nuts in the southern part of the country.
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However, neither TADB nor LBA offer specific incentives or business support services for women. As a
result, the warehouse receipt systems are primarily accessed by men (in the case of TADB) and umbrella
organisations (in the case of LBA).

Warehouse receipt financing remains limited for women due to low access to adequate storage
infrastructure. For example, in Senegal, women’s groups involved in horticulture often lack access to cold
storage facilities to store their potatoes, cucumbers, and peppers.

Women'’s participation in warehouse receipt financing will remain limited without targeted financial support
and infrastructure development. Developing affordable storage infrastructure could unlock the potential of
warehouse receipt financing for women agricultural groups, enhancing their economic empowerment and
improving market access.

3.1.3 SAVINGS-BASED LENDING

Savings are commonly used by microfinance institutions as collateral, particularly through approaches
that combine financial education with limited risk coverage.

Cash collateral is a specific form of movable asset-based lending in which a borrower’s savings are used as
security for a loan. This approach is often combined with financial education to support low-income women,
helping them develop savings habits before taking on credit. Once they have built up savings, they can
access a loan, with the savings placed in a term deposit that serves as collateral. Typically, the cash collateral
only covers a limited portion of the loan — generally between 10% and 30%.

3.2 Alternative land titles

Alternative land titles - documents that provide evidence of land use or ownership outside of formal
land registration systems — are sometimes accepted as collateral in the microfinance sector. However,
their potential to benefit women is limited, as women generally have lower access to land in general
due to both socio-cultural norms and legal barriers, such as inheritance laws that favour men.

While policy reforms may take time, an interim solution is to formalise and allow women'’s land use rights as
collateral. These provide the legal right to use a piece of land as opposed to land titles, which prove ownership
of the land. This would require policy innovations around the registration of land use rights, including the
legalisation of land-use rights as collateral and recognition that they can be traded.
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4. THE EXPERIENGE OF DFIs WITH
ALTERNATIVES TO COLLATERAL

An alternative approach used by development finance institutions (DFIs) to address the lack of collateral is
the use of alternative mechanisms that help reduce credit risk — without providing a secondary source of
repayment in the event of default or business failure. If alternative forms of collateral are rarely designed with
a specific gender-orientation, alternatives to collateral are more often tailored to support women borrowers.

4.1 Social collateral: group lending and individual guarantors

Group lending is a financial mechanism specifically designed to compensate for the lack of traditional
collateral. It is widely used by agricultural development banks to serve rural women involved in
agriculture and related activities.

In this model, a group of individuals jointly applies for a loan and assumes collective responsibility for
repayment. This approach is based on the principle of joint liability: if one member defaults, the others must
cover the shortfall. By distributing risk across members, group lending allows financial service providers to
reduce operational costs and minimise the risk of non-payment, while also improving repayment performance
through peer accountability and monitoring.®

Group lending can refer to two main models:

B Lending to informal groups, often comprising rural women. This group-based approach has been
implemented by microfinance institutions and agricultural development banks for several decades. Loan
amounts are usually quite small.

B Lending to formal groups such as agricultural cooperatives, where the credit is then distributed among
members. In this model, the borrowing entity is the cooperative itself, which can mobilise its own collateral
(e.g. shared infrastructure or assets) or receive uncollateralised loans based on its credit history. This
approach is commonly used by agricultural development banks, often within value chain finance schemes,
and loan amounts are usually higher than those for informal groups.

Although not designed exclusively for women, group lending is particularly beneficial for them as it leverages
social collateral — trust and mutual accountability among group members — rather than traditional collateral.
In many ACP countries, women commonly engage in group-based economic activities or participate in
informal savings groups, making group lending a good fit with socio-cultural practices. Group lending can
also serve as an entry point to financial inclusion as it can help women build a credit history and eventually
qualify for individual loans.

Group lending is often accompanied by support for group structuring and financial education, particularly
about savings. To facilitate group loans, Kenya Commercial Bank (KCB) encourages groups to formalise
their operations and provides training on group lending. Groups do not need to be officially registered, but
they must establish a governance structure: drafting internal rules; appointing a chairperson, a treasurer and
a president; and signing the minutes from their meetings. After saving consistently for six months in a group
bank account, women’s groups can use their accumulated savings as collateral to access loans of up to ten
times their savings, capped at an impressive USD 2.5 million.

(5) Partial guarantees are frequently used by DFls in direct lending approaches. As they can also be offered by DFls, they are not presented in this section
but in chapter 2.4, as a tool made available by DFls to local Fls

(6) https://openknowledge.fao.org/server/api/core/bitstreams/43397e6b-e31c-4bab-931e-d11a638308e9/content
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However, group-based approaches present limitations. The credit available to women is often small in size
and short in duration, which can restrict the growth of their businesses and limit opportunities to scale.
Moreover, group lending can have adverse effects as the default of one member — even for “valid reasons”
— can jeopardise their peers’ financial health and limit future access to finance. This ultimately increases
members’ financial vulnerability.

Individual guarantors can also be mobilised as an alternative form of security. However, this option is limited
to small amounts and is more commonly used in the microfinance sector. Two main approaches are used:

B The guarantor is a salaried employee who commits to repay the loan in the event of the borrower’s default.
In this case, the instalment amount must not exceed the transferrable portion of the guarantor’s salary.

B The guarantor commits to repay the loan in the event of a default and agrees to pledge their own land title
as security. However, it is often difficult for women-owned SMEs (WSMEs) to find guarantors willing to do
this.

Overall, individual guarantors are mostly used in microfinance for small loans. None of the development
finance institutions that were interviewed reported using this approach for lending to WSMEs.

4.2 Cash flow-based lending

Cash flow-based lending is commonly used by microfinance institutions to reduce information
asymmetry and thus reduce credit risk. While it requires specific skills within the DFl to assess
borrowers, it holds strong potential for outreach as it is suitable for a wide range of women-owned
SMEs.

In cash flow-based lending, the financial service provider analyses a borrower’s historical or projected
business cash flow as well as business assets such as inventories and receivables to determine loan eligibility
and appropriate loan size. By analysing the borrower’s ability to generate income, this approach can reduce
information asymmetry, thus mitigating credit risk. Although this model enables financial institutions to
reduce collateral requirements, it is usually combined with alternative forms of collateral that serve more as a
psychological commitment than as recoverable assets, as these would be hard to mobilise in case of default.

Cash flow-based lending enables financial institutions to serve MSMEs, including those without certified,
reliable financial statements — a common situation for women-owned SMEs. This approach also fosters a
strong relationship with the borrower as branch staff must gain a deep understanding of the business in
order to reconstitute its cash flows. This personalised engagement is particularly valued by women-owned
enterprises.

For more details, see the factsheet: “CASHFLOW BASED LENDING”.

'0
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CASE STUDY:
CASH FLOW-BASED LENDING BY KENYA
COMMERCIAL BANK (KCB)

Name: Kenya Commercial Bank (KCB)

Country: Kenya

Type of institution: Commercial bank
Presented mechanism: Cash flow-based lending

In 2016, with support from Women’s World Banking (WWB), KCB developed a loan product tailored to the
working capital needs of SMEs. The product is based entirely on cash flow and does not require collateral. It
was specifically designed to address the challenges faced by women entrepreneurs, who often lack collateral,
while also being available to men. The initiative aimed to increase lending to women-owned SMEs.

The introduction of a cash flow-based lending methodology marked a significant shift in KCB’s operational
procedures and required a five-year pilot. The pilot began in April 2017 in five branches and was gradually
expanded to additional branches, culminating in a full rollout in 2022. This approach represented a deep
cultural change and required intensive staff training and a review of existing frameworks. In total, 566 branch
staff were trained in the new methodology. To support the transition, credit coaches were deployed to
branches during the pilot to build staff confidence and reinforce learning.

This unsecured loan has a lower ceiling than KCB’s secured loans. The maximum loan amount is KES 5M for
men and new customers, but it can go up to KES 10M for women entrepreneurs who are repeat clients with
a strong repayment history.

B The cash flow-based loan has performed better than other products, with non-performing loans
below 5%.

B When the programme was launched, fewer than 10% of KCB’s loans to SMEs were granted to
women. Today, women represent 30% of the MSME loan portfolio.

m Over time, KCB has observed that women borrowers have gained confidence and are increasingly
willing to accept longer loan terms and larger amounts.
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CASE STUDY:
CASH FLOW-BASED LENDING BY ADVANS TUNISIE, TUNISIA

Name: Advans Tunisie

Country: Tunisia

Type of institution: Microfinance institution
Presented mechanism: Cash flow-based lending

In 2022, in line with its mission to promote financial inclusion for underserved populations, Advans Tunisie
launched a project with the support of GIZ to better understand the barriers faced by women entrepreneurs
and to adapt its services accordingly. One of the key constraints identified was a lack of collateral.

In November 2023, building on the findings of the study, Advans Tunisie launched the EL BEYA loan. This
product allows women entrepreneurs with at least two years of positive credit history at Advans to
access loans of up to TND 5,000 (USD 1,500) without the need for collateral. Credit risk is mitigated
through a thorough assessment of the business, including its activity, cash flow and assets.

4.3 Value chain finance

Value chain finance mechanisms are mostly used by agricultural development banks for loans to
farmers, traders and processors. They can be tailored to target women when applied to activities
traditionally undertaken by women.

Value chain financing enables small businesses or farmers’ groups to obtain loans without traditional collateral
by using their position and transactions within a value chain to secure repayments. Instead of physical
assets, the loan is backed by expected future cash flows or contracts with what are known as “off-takers”
— that is, larger buyers in the supply chain that commit to purchasing their goods. This approach enhances
creditworthiness by relying on the stability and reliability of the value chain. It typically involves:

B |Information sharing between value chain stakeholders — for example, off-takers who select and work with
suppliers (e.g. farmers) can share transaction histories with the lender to support credit assessments.

B Contractual arrangements between farmers (borrowers) and off-takers, such as purchase orders or advance
commitments on the volume and value of future sales, which reduce the risk linked to the borrower’s
access to markets.

B Contractual arrangements between financial institutions and off-takers to secure payment flows and
capture loan repayments.

B [t may also include risk-sharing mechanisms, the pledge of future receivables or similar arrangements to
mitigate lender risk.

For off-takers, participating in a value chain finance mechanism offers the advantage of securing their supply,
both in terms of quantity and quality. This is particularly relevant in competitive value chains where sourcing
is difficult, or in sectors that must meet strict production standards to obtain certifications. By engaging in
a structured value chain approach, buyers can ensure that they receive the desired volume of goods while
retaining control over production practices.
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CASE STUDY:
VALUE CHAIN FINANCING BY ADVANS GHANA

Name: Advans Ghana

Country: Ghana

Type of institution: Microfinance institution
Presented mechanism: Value-chain financing

Advans Ghana launched a value chain financing scheme for women shea collectors as part of its participation
in the Shea Business Empowerment Programme (SBEP). Funded by the Mastercard Foundation and
implemented by the Global Shea Alliance (GSA), the progamme aims to transform the informal and ad hoc
nature of shea-related activities carried out by women into full time, dignified and fulfilling work.

The loan introduced by Advans Ghana provides pre-financing to women shea collectors, enabling them
to engage in other income-generating activities. Loan repayments are deducted directly from the
payment made by the shea buyer. The scheme is secured by a risk sharing arrangement involving the shea
buyer, which helps reduce risk for Advans and facilitates repayment. This structure also offers greater security
for the women collectors, who repay their loans in kind by supplying aggregated shea kernels to the buyers.

After the first year of field operations, Advans Ghana had provided loans to 1,937 women to support their
activities in farming and shea-related businesses.

Loan performance has been excellent, with a 100% repayment rate.

4.4 Leasing

Like movable asset lending, leasing is typically designed to serve MSMEs in general, without a specific
gender orientation. However, it could support investment by women-owned SMEs if accompanied by
efforts to target equipment that they commonly use. Such an expansion of leasing might be constrained
by a lack of or inadequate legal frameworks.

Leasing is a financial arrangement in which a bank purchases equipment or a vehicle and leases it to a
business for a set period. The business uses the asset while making regular payments and may have the
option to purchase it at the end of the lease for a residual value. This allows the business to acquire essential
equipment without a large upfront capital outlay.

Leasing is mostly used to finance vehicles because these must be formally registered and can be resold on
secondary markets However, there are notable initiatives involving other types of leased equipment, including
agricultural machinery. This study did not identify any leasing programmes specifically targeting women-
owned SMEs (WSMEs), although several interviewees noted its potential to better serve WSMEs. Offering
leasing products for equipment categories often used by WSMEs, and seeking partnerships with suppliers of
such equipment, could help better address WSMEs’ specific needs. The existence of a functioning secondary
market is a key success factor.

It is worth noting that leasing activities are typically governed by dedicated regulations, which may require
a specific license. Conversely, the absence of a clear regulatory framework may be perceived as a risk by
development finance institutions (DFls). Operating under uncertain regulatory conditions may expose them to
differing interpretations of permitted activities and applicable conditions as well as to risks of new regulatory
provisions being introduced in the future. In such cases, DFIs can engage in dialogue with regulatory
authorities to reduce uncertainty and clarify expectations.
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CASE STUDY:
LEASING BY LA BANQUE AGRICOLE, SENEGAL

Name: La Banque Agricole (LBA)

Country: Senegal

Type of institution: National agricultural development bank
Presented mechanism: Leasing

Farmer groups often face challenges in acquiring essential equipment for transportation, processing and
storage due to the collateral requirements attached to available credit. To address this, La Banque Agricole
(LBA) in Senegal launched a leasing product in 2019, with the first applications processed in 2021.

LBA partners with accredited suppliers and dealers that are vetted to ensure the quality and reliability
of the equipment provided, including after-sales service, equipment warranty, monitoring and repairs.
Clients can select the equipment they need from the range offered by these partners. While the equipment
remains the property of LBA during the lease period, it is delivered directly to the client, allowing immediate
use for agricultural or business activities. Lease payments are structured to align with each client’s income
cycle — monthly, quarterly, semi-annually, or annually — offering flexibility to accommodate seasonal revenue
fluctuations.

The simple eligibility requirements make leasing an appropriate solution for a wide range of clients.
B Among leasing clients, 8% are women’s groups and over 12% are individual women entrepreneurs.

B Women'’s groups primarily use leasing to acquire processing equipment for their agricultural products,
such as threshers for millet, rice or groundnuts, and oil or juice extraction machines.

B Individual women entrepreneurs mainly use leasing to acquire vehicles, including cars for personal use
or small trucks for transportation of agricultural produce or workers.

4.5 Psychometric credit scoring

One emerging tool for improving access to finance for women-owned SMEs is psychometric credit
scoring, which does not require any documentation, credit history or transaction records.

Psychometric credit scoring is a promising approach for women-owned SMEs (WSMEs) as it does not require
physical assets, business documentation or banking or transaction history. It is an innovative method designed
to assess credit risk through behavioural and cognitive traits. Psychometrics — literally “measurement of the
mind” — uses structured questions to evaluate a borrower’s ability to repay a loan (e.g., business aptitude)
and willingness to repay (e.g., honesty). The psychometric assessment can take the form of an interactive test
incorporating games, puzzles and questions, which can be translated into local languages and adapted with
culturally relevant images. These tests assess factors such as response consistency, business knowledge,
understanding of competition and trustworthiness. Because it does not rely on conventional documentation,
psychometric credit scoring can help expand access to credit for women, who are less likely to have a credit
history needed to establish a traditional credit score.
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The identified cases did not involve DFls directly, but rather microfinance institutions such as Wasasa, ACSI
and Accion Microfinance Bank. However, in Ethiopia, the Development Bank of Ethiopia (DBE) played a
supporting role, as the pilot with Wasasa was launched under the Women Entrepreneurship Development
Project which is implemented by DBE. The bank is also expected to contribute to financing the scale-up of
this pilot.

For more details, see the factsheet: “PSYCHOMETRIC CREDIT SCORING”.

CASE STUDY:
PSYCHOMETRIC CREDIT SCORING BY WASASA, ETHIOPIA

Name: Wasasa Microfinance SC
Country: Ethiopia

Type of institution: Microfinance institution

Presented mechanism: Psychometric credit scoring

As part of the Women Entrepreneurship Development Project (WEDP), a programme aimed at increasing the
earnings and employment of women-owned SMEs in Ethiopia, a psychometric credit scoring approach was
piloted with two microfinance institutions. The project was supported by the World Bank.

Between 2018 and 2020, Wasasa conducted a pilot using psychometric credit scoring, in partnership
with the technology provider Lenddoefl, which was selected and onboarded by the World Bank. The
pilot targeted women entrepreneurs in the cities of Adama and Assela, in the Oromia region, and was
applied to loans of up to USD 7,500. Women interested in the uncollateralised loan product were invited to
visit their local Wasasa branch to complete a psychometric assessment, with support from loan officers. The
psychometric assessment consisted of an interactive, tablet-based test that took approximately 45
minutes to complete.

During the pilot, 64 uncollaterised loans were issued to women, based solely on their psychometric test
scores.

ICReport June 2025 page 22


https://www.icr-facility.eu/

I CR How development finance institutions in African, Caribbean and Pacific countries use

—t alternative collateral: Trends and impact on access to finance for women-owned SMEs

CONTENT

5. THE ROLE OF DFis IN PROMOTING
ALTERNATIVES TO COLLATERAL AND
ACTING AS MARKET ENABLERS

5.1 Addressing collateral constraints through partial credit
guarantee (PCG) schemes for local financial institutions

To support the development of finance for MSMEs in their markets, many development finance
institutions (DFIs) have set up guarantee funds that are accessible to local finance institutions. These
often include dedicated guarantee products to support lending to women-owned SMEs (WSMEs).

Several interviewed DFls have established guarantee funds, and, in some cases, dedicated entities to manage
several guarantee funds set-up with the support of various donors. Indeed, partial credit guarantee (PCG)
schemes are recognised by DFls as key instruments for reducing the collateral constraints faced by WSMEs.

In a PCG scheme, a lender pays a fee to a third party that reduces the lender’s risk by pledging to absorb
part of the loss if an MSME defaults on a loan (Benni, 2021). There are two main models for PCG schemes:
portfolio-level approaches, where an institution’s entire portfolio of loans meeting predefined criteria is
automatically guaranteed; and individual guarantee products, which involve a case-by-case assessment and
approval by the guaranteeing entity.

Most partial credit guarantee (PCG) funds were initially designed to promote access to finance for MSMEs
more broadly, but many have introduced gender specific products in a second stage. The Credit Enhancement
Facility managed by the Development Bank of Jamaica and the Impact Credit Guarantee Limited established
by the Development Bank of Nigeria were both created to help MSMEs lacking adequate collateral secure
loans from financial institutions. Similarly, the Smallholder Farmers’ Credit Guarantee Scheme (SCGS) fund
was launched in Tanzania as part of the International Fund for Agricultural Development (IFAD)-funded
Marketing Infrastructure, Value Addition and Rural Finance (MIVARF) programme. Implemented under the
Prime Minister’s Office, the scheme aims to unlock rural financing by increasing credit access and mitigating
the high-risk perception associated with lending to smallholder farmers. Gender-oriented products and
approaches were introduced at a later stage, driven either by donor initiatives or by a broader recognition
of the financing gap faced by WSMEs. And they called for specific measures to incentivise partner financial
institutions to lend to WSMEs. Both the Business Development Fund (BDF) and SCGS have recently addressed
this through preferential coverage rates for women-owned enterprises. Under BDF, eligible women and youth
can receive guarantees of up to 75% of the loan compared to 50% for men. Similarly, since 2023, SCGS
increased its coverage for WSMEs to up to 70%, from 50% previously, while the rate for men remained
unchanged.
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Partial credit guarantees share credit risks with lenders to incentivise financial institutions to address the
financing challenges faced by WSMEs. PCG schemes allow lenders to offer loans with less stringent collateral
requirements. When specifically designed to target businesses owned by women or providing products and
services to women, such schemes can increase access to finance for WSMEs that are normally considered
too risky by financial institutions.

For more details, see the factsheet: “PARTIAL CREDIT GUARANTEE (PCG) SCHEME”.

CASE STUDY:
CREDIT GUARANTEE SCHEME BY THE DEVELOPMENT BANK
OF RWANDA

Name: Development Bank of Rwanda (BRD)

Country: Rwanda

Type of institution: National development bank
Presented mechanism: Partial credit guarantee scheme

The Development Bank of Rwanda (BRD) established the Business Development Fund (BDF) as a wholly
owned subsidiary to support MSMEs through capacity-building programmes and credit guarantees. The
Government of Rwanda later joined and became the majority shareholder.

BDF manages several guarantee funds. Its flagship product is an individual credit guarantee, which will
soon be complemented by a portfolio guarantee. Women and youth are eligible for guarantee coverage of
up to 75% of their loans, compared to 50% for men. In the event of default, the partner financial institution
submits a claim, and BDF pays 100% of the guaranteed amount. All BDF guarantees are structured as
first demand guarantees, meaning the guaranteed amount is paid immediately upon request by the lender,
without requiring prior legal action against the borrower.

M In 2021, 527 WSMEs benefitted from BDF’s individual credit guarantee product. This represented a
45% utilisation rate by number of projects and 25% by loan volume.

B In 2021, 61 women and youth entrepreneurs received training through the Start and Improve Your Business
programme.

B As of November 2024, 3,607 projects were benefiting from BDF’s individual credit guarantee product
(active guarantees), including 1,376 women-led projects, representing 38% of the total.
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CASE STUDY:
CREDIT GUARANTEE SCHEME BY THE TANZANIA
AGRICULTURAL DEVELOPMENT BANK

Name: Tanzania Agricultural Development Bank (TADB)
Country: Tanzania

Type of institution: National agricultural development bank

Presented mechanism: Partial credit guarantee scheme

The Smallholder Farmers’ Credit Guarantee Scheme (SCGS) was established as part of the IFAD-funded
Marketing Infrastructure, Value Addition and Rural Finance (MIVARF) programme, under the Prime Minister’s
Office. Its objective is to unlock financing for rural economies by increasing access to credit and reducing the
high-risk perception associated with lending to smallholder farmers.

TADB was designated to manage the SCGS in November 2017, and the scheme was officially launched in
February 2018.

The SCGS provides guarantees to partner financial institutions (PFls) to support lending to the
agriculture sector. Under the scheme, TADB provides up to 70% cash cover to PFls to guarantee
agriculture loans to women entrepreneurs.

As of September 2024, the SCGS had reached a total of 24,433 direct beneficiaries, of whom 5,557 were
women (22.7%).

By December 2023, TADB had guaranteed a cumulative total of TZS 250.77 billion in loans through its PFls.

5.2 Leading by example, communicating and incentivising partner
financial institutions

As indirect lenders, many DFls engage in a dialogue with their partner financial institutions to support
the development of lending services for underserved segments including WSMEs. By implementing
their wholesale and refinancing mechanisms in innovative ways, DFls can also foster the adoption of
alternative forms of collateral.

Most DFls operating through partner financial institutions (PFls) recognise that they cannot be overly
prescriptive about the types of collateral or lending approaches PFls should adopt. Nevertheless, many
engage in ongoing dialogue to encourage their PFIs to adopt inclusive practices that expand access to
finance for WSMEs. This can include:

B Raising awareness among PFls about alternative forms of collateral. For example, the Development Bank
of Nigeria played a key role in informing Nigerian banks about the advantages of using collateral registries.

B Demonstrating flexibility in their securitisation requirements for portfolios covered by funding or guarantees.

B Setting an example by accepting movables assets as collateral, either in direct lending to MSMEs or in
financing extended to the PFls.
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Many of the DFls that were interviewed provide technical assistance not only to WSMEs but also to
PFls. However, such support is rarely used specifically to develop or enhance the use of alternative
forms of collateral in WSME lending. As mentioned above, the limited integration of alternative collateral
mechanisms into gender-focused technical assistance may be linked to the fact that these schemes are
rarely designed with a gender lens. Yet this would certainly be an effective way to promote more inclusive
lending practices.

CASE STUDY:
MOVABLE COLLATERAL LENDING AND REGISTRY USE BY
THE DEVELOPMENT BANK OF NIGERIA

Name: Development Bank of Nigeria (DBN)
Country: Nigeria

Type of institution: National development bank
Presented mechanism: Movable collateral lending

The National Collateral Registry (NCR) of Nigeria was established in 2015 as a joint initiative from the Central
Bank of Nigeria and the International Finance Corporation (IFC) to improve access to finance for MSMEs.
It became operational in 2017 following the passage of the Secured Transactions in Movable Assets Act
(STMA).

The Development Bank of Nigeria (DBN), a wholesale development finance institution focused on promoting
SME lending, identified an opportunity to strengthen access to finance for SMEs in the country. It engaged
a law firm to help operationalise movable collateral lending and promote its adoption by partner financial
institutions (PFls).

DBN decided to accept movable assets and loan receivables as collateral to secure its loans to PFls.
PFls can pledge their own movable assets, such as vehicles and generators, as well as their receivables from
SME loan portfolios (on a floating basis — meaning the portfolio composition can change over time) to access
DBN funding. DBN then systematically registers the pledged collateral in the NCR.

This approach serves as an example to incentivise PFls to use the collateral registry and to accept movable
assets as a form of collateral that MSME clients can provide.

DBN has championed the use of the NCR and broader adoption of movable assets as collateral, a
practice now used by most of its PFls. DBN’s position is clear: by accepting movable assets to secure its
own loans to PFls, it demonstrates confidence in the mechanism and encourages PFls to apply the same
approach with their SME clients. The movable assets pledged by SMEs as collateral help secure the PFIs’
portfolios, thereby increasing the value of the receivables DBN accepts as collateral.
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5.3 Engaging in policy dialogue to create an enabling environment

DFls can also engage in policy dialogue to support the introduction of favourable policy and regulatory
measures.

As public institutions with a policy mandate, DFls are well placed to advocate for policies that promote
inclusive finance. Whether acting as direct lenders to women-owned businesses or as indirect lenders through
partner financial institutions, they are in a strong position to identify key barriers to the development of flexible
and alternative collateral mechanisms.

Legal and policy reforms related to financial sector development are often driven by donor-funded projects,
but must also be informed by wide consultations with local industry stakeholders and supported by
local champions. Local development banks often play a key role in such initiatives. One example is their
involvement in promoting the establishment of collateral registries and contributing to the design of a legal
framework ensuring the easy enforcement of collateralised movable assets. For instance, the Federated
States of Micronesia Development Bank (FSMDB) has been engaged in an Asian Development Bank (ADB)-
led project to introduce a secured transactions website and supporting legislation (see FSMDB case study).
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6. SYNTHESIS: COMPARATIVE ANALYSIS
AND RECOMMENDATIONS

The choice of which alternative collateral mechanisms to adopt will depend on each financial institution’s
mandate, strategy, target clients, available resources and the prevailing regulatory environment.

As illustrated in Figure 2, there is no one-size-fits-all solution, as each mechanism has distinct characteristics.
These approaches differ in terms of required investment, organisational mindset shift, regulatory requirements
and overall scope. Some mechanisms require significant operational changes and therefore close support
for staff — particularly branch staff, who are on the frontlines implementing new practices. This is particularly
true for cash flow-based lending, psychometric credit scoring and the use of non-traditional movable assets
as collateral. Certain solutions may also require additional licenses, such as leasing arrangements and
partial credit guarantee schemes under certain regulatory contexts. Others necessitate enabling regulatory
frameworks, such as movable asset financing supported by collateral registries. Furthermore, some
mechanisms are suitable for all sectors and types of women borrowers, while others are designed specifically
for women-owned SMEs - for example, cash flow-based lending and receivables financing. In contrast, rural
women in the agricultural sector may benefit more from group lending or warehouse receipts financing.

6.1 Comparative analysis
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FIGURE 2: COMPARATIVE ANALYSIS OF ALTERNATIVE (TO) COLLATERAL MECHANISMS
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Mechanism | Comments

Movable
collateral
lending

¢ Applicable across all sectors and client segments, as movable assets can include
equipment, inventories, receivables, livestock, and more.

e The main implementation challenge is encouraging loan officers to accept non-
traditional forms of collateral.

* The presence and effective use of a collateral registry significantly supports this
mechanism but requires an elaborate regulatory framework.

e DFIs can play a catalytic role by setting an example — particularly those engaged in on-
lending through partner financial institutions — and by advocating for the establishment
of secured transactions legislation and national collateral registries.

Group
lending

¢ Well suited to women with fewer means, limited assets and small, short-term financing
needs, mainly in rural areas.

e May require tailored loan templates and specific staff training for group-based appraisal
methods.

* Development banks typically have no direct role.

Individual
guarantor

e Suitable for all women, but for limited loan amounts if the guarantor must be a wage-
earner, and it can be difficult for women to find a guarantor.

¢ No particular implementation cost or training.

¢ No specific role for development banks to play.

Partial credit
guarantee
(PCG)
scheme

¢ Applicable across all sectors and segments.

e Costly to implement, as it requires dedicated financial resources, highly skilled staff and,
ideally, a separate legal entity licensed by the central bank.

e Offers strong potential for leverage. DFIs can play a role in implementing and managing
PCG schemes to incentivise partner financial institutions to lend to women-owned
SMEs.

Leasing

¢ Most suitable for financing heavy equipment.

e May require a dedicated unit or separate legal entity, depending on the legal framework,
as well as specific training or partnerships with equipment providers.

* Requires an appropriate legal framework; DFIs can play a lobbying role in supporting
regulatory development.

¢ DFIs engaged in refinancing operations can offer dedicated credit lines with preferential
terms for leasing products.

Value chain
financing

e Suitable for women active in agriculture value chains.

¢ Requires the identification of a value chain partner and the negotiation of a
memorandum of understanding.

¢ No specific role for DFls to play.

Cash flow-
based
lending

e Suitable for all WSME sectors and segments.

* The main implementation challenge is the need for intensive training of branch staff, as
the approach can represent a shift in operational practices.

e DFIs can play a catalytic role by providing the initial impetus, demonstrating feasibility to
partner financial institutions and offering technical assistance and financial support.
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Mechanism ‘ Comments

Psychome- ¢ Applicable across all sectors and client segments but especially relevant for women with
tric credit limited literacy and few physical assets.
scoring

¢ Key implementation challenges include the need for in-depth training of branch staff, as
this approach often represents an operational shift, as well as for new technology which
can be costly and take time to fully adopt.

¢ DFIs can support implementation by providing technical assistance and financial
support to partner financial institutions interested in adopting this approach.

Alternative * Requires that women have access to land

il Bitlzs e Requires national policy reform to formalise land use rights.

6.2 Recommendations for DFls

The following recommendations are intended to help DFIs incorporate measures to address the collateral
constraints faced by women-owned SMEs (WSMEs) into their broader gender strategies.

(1) REVIEW ANY EXISTING ALTERNATIVE COLLATERAL SCHEME(S) AND ASSESS AND ENHANCE
THEIR SUITABILITY FOR THE NEEDS OF WSMES:

B |dentify and review alternative (to) collateral mechanisms used within the institution.

B Measure the proportion of women among users of each mechanism. More broadly, gender-disaggregated
performance monitoring is recommended for all products and collateral mechanisms offered by the
institution.

B Conduct a quick staff survey to identify barriers to applying existing collateral mechanisms when lending
to WSMEs, determine which mechanisms are considered most appropriate and assess what support staff
would need to better serve WSMEs.

B Conduct a short client survey to understand what is hindering WSMEs from using existing schemes.
B Adjust the approach as needed and provide clear communication and training to staff.

M Integrate a gender lens into marketing and communication campaigns (e.g. a leasing product campaign
could feature a woman entrepreneur and equipment commonly used by WSMEs).

FOCUS: HOW TO LEVERAGE COLLATERAL REGISTRIES TO BOOST LENDING TO WSMES:

B Conduct client surveys to assess the types of assets commonly held by WSMEs, including both personal
and business assets, as well as tangible and intangible assets.

B Organise internal workshops with staff to adapt rules and procedures to enable the use of WSMEs’ assets
as collateral. This may include defining new asset categories, developing identification and valuation
methodologies, adjusting coverage rules and integrating these changes into the credit process.

B Seek legal advisory support as needed to validate proposed approaches and revise standard contract
clauses, etc.

B Train staff on the types of movable assets that can be used as collateral by WSMEs and communicate any
related updates.

B Launch targeted communication campaigns to raise awareness among women entrepreneurs about
opportunities to access loans using movable asset collateral.
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(2) ASSESS POTENTIAL ADDITIONAL ALTERNATIVE SOLUTIONS

B Begin with a client survey to identify which mechanisms are the most suitable for WSMEs, taking into
account their needs, capacities and market segment:

e |dentify types of assets commonly held by women in the market segment. (e.g. inventory, receivables,
or production machinery), analyse the level of formalisation and explore ways to use these assets as
collateral.

¢ Analyse their social and business relationships to determine the relevance of value chain finance or
group-lending schemes.

¢ Review their financing needs to identify the most appropriate solutions.

M If there is any issue or uncertainty about legal or regulatory feasibility, initiate dialogue with the relevant
authorities to clarify what is possible under the current framework or explore potential “sandbox” approaches
if relevant.

A successful strategy should always consider combining different approaches to ensure that all critical
constraints are addressed. Alternative collateral mechanisms are often most effective when combined with
financial education or advisory support services for WSMEs. For example, cash flow-based lending could be
complemented with a guarantee fund or alternative form of collateral. Note: while cash flow-based lending
reduces the risk of default, it does not provide an alternative source of repayment in the event of default.

(3) LEVERAGE THE DFI’'S ROLE AS A MARKET ENABLER AND ITS RELATIONSHIP WITH
PARTNER FINANCIAL INSTITUTIONS (PFIS) TO PROMOTE THE USE OF ALTERNATIVE
COLLATERAL MECHANISMS.

B Leverage relationships with PFls by initiating discussions to better understand what constraints they face
in implementing alternative collateral mechanisms and to jointly identify potential solutions.

B Set an example by using alternative mechanisms and communicating proactively about their benefits.

B Integrate the use of alternative collateral with a specific gender-lens into technical assistance and training
programmes for both PFIs and women-owned SMEs.

B Consider including incentives in agreements with PFIs to encourage adoption of alternative collateral
mechanisms (e.g. interest rate rebates, access to additional services).

B Engage in policy dialogue to support the development of an enabling regulatory environment if constraints
exist.
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