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The mustard seed is the least of all seeds,

but when it is grown it is the greatest among herbs,

and becometh a tree,

so that the birds of the air come and lodge in the branches thereof.*

So is the story of  microfinance; and of  a million borrowers who started with pennies and grew 
out of  poverty.

When new ideas spring up out of  precarious beginnings, the important details of  who did what 
and why in those early stages are rarely recorded and easily forgotten: for winners, growth comes at 
a gallop, original records seem irrelevant, and young managers are unaware of  the past; for losers, 
there is even less motivation or capacity to preserve records. History ignores the 99 seeds that fell 
on stony ground, or were washed out by a storm, and it forgets the insignificant details that decided 
the fate of  one seed that succeeded. As facts disappear, what is remembered and recounted is more 
and more a rationalization of  the outcomes, rather than the actual events. 

This book is, above all, an effort to preserve the facts regarding the beginnings of  microfinance in 
Peru. Its intent is history, not evaluation or a theory of  microfinance. Eventually, the facts will 
be explained using the more sophisticated methods of  the social scientist.

Preface

* Christ’s parable of  the Kingdom of  God, in Matthew’s version, 13:31-32
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Acronyms and Glossary

ACP Acción Comunitaria del Perú. A Peruvian non-governmental organization 
(NGO) focused on developing community organizations and, later, microcredit 
among low-income people for sustainable development. Currently the majority 
owner of  Grupo ACP, a microfinance services conglomerate.

Accion International A nonprofit microfinance organization based in Somerville, Massachusetts 
(United States) that advises and invests in  a network of  microfinance institu-
tions around the world.

ADEX  Association of  Exporters of  Peru.
APPLE  Anti-poverty Lending for Entrepreneurs Program, funded by USAID.
Asomif   Association of  Microfinance Institutions of  Peru
Bancosol  Banco Solidario, a Bolivian microfinance bank, the first specialized microfinance 

bank in Latin America.
BBVA Banco Bilbao Vizcaya Argentaria
BCP Banco de Crédito del Perú, Peru’s largest private comercial bank.
IDB Inter-American Development Bank
Credit union A credit cooperative is supervised by the National Credit Union Federation. 

Credit unions are authorized to receive deposits and make any kinds of  loans to 
their members.

CAF  Andean Development Corporation.
CARE Cooperative for Assistance and Relief  Everywhere. A non-governmental hu-

manitarian organization, heartquartered in Atlanta, Georgia (United States), 
which aims to fight global poverty.

CARE Perú A non-governmental organization, a member of  the CARE International (Co-
operative for Assistance and Relief  Everywhere) network.

CGAP  Consultative Group to Assist the Poor.  An independent policy and research 
center dedicated to advancing financial access for the poor. Housed at the World 
Bank, it is supported by over 30 development agencies and private foundations.

Cofide Development Finance Corporation. Peru’s national development bank, a second-
tier financial institution that lends exclusively to banks and regulated institutions.

COPEME  Consortium of  Private Organizations for Promotion of  Micro and Small Busi-
nesses Development, an NGO network.

Edpyme A non-bank regulated institution specialized in lending to micro and small businesses.
Fenacrep   National Federation of  Peru.
Fepcmac  Federation of  Municipal Cajas of  Peru.
Finance Companies Regulated institutions authorized to offer most universal banking services. They 

did not offer checking accounts until 2009.
Finca International Foundation for International Community Assistance, a nonprofit microfinance 

advisory organization based in Washington D.C. that serves a network of  micro-
finance institutions around the world.

Finca Peru A Peruvian non-governmental organization that promotes village banking;  for-
merly, a member of  the Finca network.
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FMO The Netherlands Development Finance Company.
Fogapi   Foundation of  Guarantee Fund for Loans to Small Industry.
Foncodes   National Fund of  Cooperation for Social Development, a Peruvian government 

social agency that is part of  the Ministry for Women and Social Promotion.
Fondemi  Microenterprise Development Fund, created in 1992 by the European Commis-

sion and the Peruvian government.
Frasa  Revolving Fund to Support the Agrarian Sector, created in 1995 by the Peruvian 

government and managed by Cofide.
FSD Deposit Insurance Fund.
GDP  Gross Domestic Product
GTZ   Deutsche Gesellschaft für Technische Zusammenarbeit, the German Technical 

Cooperation Agency for sustainable development.
Idesi  Institute for the Development of  the Informal Sector. A Peruvian non-govern-

mental organization focused on promoting development of  the micro and small 
enterprise sector.

IFC   International Finance Corporation, the World Bank’s arm for private sector 
 development.
ILO   International Labor Organization, a division of  the United Nations.
Incoop  National Institute of  Cooperatives.
IMF  International Monetary Fund.
IPC Internationale Projekt Consult. A consulting firm based in Germany which was 

funded by German bilateral assistance to provide technical assistance to support 
the organization and development of  Municipal Cajas in Peru.

KFW  Kreditanstalt für Wiederaufbau, the German Development Bank.
MES Loans to businesses or microentrepreneurs with a maximum limit of  total in-

debtedness in the financial system of  US$20,000 (from 1998 to 2003) which was 
raised to US$30,000 thereafter (as defined by the Superintendency of  Banking 
and Insurance).

MIF   Multi-lateral Investment Fund, the unit of  IDB responsible for promoting in-
clusive economic growth through innovative private sector development. MIF 
works extensively with microfinance  institutions.

Municipal Cajas Regulated institutions, owned but not majority-controlled by the municipal govern-
ment, which receive deposits and specialize in micro and small enterprise loans. 

NGO Non-governmental organization. Many NGOs operate microlending and sav-
ings programs as part of  their antipoverty programs. 

Pame   Support Program for Microenterpise, a program funded by the Peruvian gov-
ernment.

Prealc  Regional Employment Program for Latin America and Caribbean, a program of  
the UN’s International Labor Organization.

Promuc   Consortium for Promotion of  Women and Community, an NGO microfinance 
network in Peru.

Rural banks Regulated institutions authorized to receive deposits and offer all types of  loans 
but not allowed to provide checking accounts. The rural banks were created to 
serve rural areas but now lend principally to micro, small and medium enterpises 
located in cities.
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S&L Housing savings and loans associations, called in Peru “mutuales”.
SBS  Superintendency of  Banking, Insurance and AFP, Peru’s autonomous banking 

supervision agency.
SPP   Small Projects Program of  the Inter-American Development Bank, the IDB’s 

initial source of  funding for microfinance.
UN United Nations
UNDP United Nations Development Program
USAID   United States Agency for International Develompent
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Chapter I

Why Read this Book

In Peru, bank credit had never existed for the poor. But twenty years ago the scene began 
to change radically. Today, an extraordinary number and variety of  lending institutions 
provide loans, deposit and other financial services to millions of  poor households. Loan 
officers from multinational banks and NGOs trudge up dirt hillsides or across stretches 
of  desert on the outskirts of  cities to vie for the business of  newly arrived migrants from 
the countryside, families who have barely finished setting up straw mats as temporary 
homes. Los Olivos, a district in Lima that is crowded with migrants who arrived two to 
three decades ago from the mountains, now boasts its own Wall Street, with 18 financial 
institutions crowded along three city blocks,  all catering to the low-income and largely 
entrepreneurial population of  that part of  the city. 

A similar transformation has taken place in many countries, over the same period of  time. 
The “microfinance revolution” is a world event, and in its significance for the poor and for 
the long march of  economic and social progress it is comparable to the Green Revolution. 
A substantial literature has been produced to recount, explain and evaluate the experience, 
and excellent accounts have been written of  some remarkable country cases, such as Bo-
livia, Indonesia and Bangladesh.1

  
But many mysteries remain. Why did it take so long to discover that the poor were credit-
worthy? Why do some credit models work well in some countries while different models 
are preferred in others? Though access to credit is celebrated everywhere as a key to in-
creased welfare, we do not really know what the loans are being spent on. It has still not 
been shown that credit can reach the poorest families without subsidy. Nor what its final 
impact on the lives of  the poor will be. 

We discuss credit in terms that liken it to a food or physical tool. It is taken to be some-
thing solid, measurable in its quantity and in its effect on welfare. But before becoming an 
amount of  cash, precisely recorded by accountants, credit is an act of  belief, of  trust. It is 
first of  all psychological, subjective, and difficult to measure and understand. Moreover, it 
is essentially social, because it is about the relationship between persons. It should not be 
surprising therefore that credit has arisen in different ways in different societies, and that 
the story of  credit has a great deal to do with specific personalities, histories and cultures, 
within as well as between countries. 

This book is another country case study of  how credit is being brought to the poor. It is 
worth telling because Peru is one of  the most noteworthy cases of  microfinance develop-
ment, and also because it has been an especially diverse laboratory for testing institutional 
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variety and for revealing the scope for adaptation and creativity. The journey towards fi-
nancial trust always takes place across a very specific social geography, a terrain with a 
particular culture, circumstances and personalities, and retracing that journey can be sug-
gestive for other travelers. 

 Main Features of  the Peru Experience

Here is a summary picture of  Peruvian microfinance in mid-2009:  

• 221 regulated and unregulated microfinance lenders.

• 1.8 million active borrowers, by June 2009.2 

• Total outstanding microfinance loans of  US$3.8 billion.

• Microfinance amounted to 11.2 % of  total financial system credit to the private sector. 

• The annual rate of  growth of  such lending over two decades has been 19 %. 

• One in three of  urban and rural small enterprises borrow from microfinance institutions. 

• Small enterprise debt to microfinance institutions is equivalent to 8 % of  their house-
hold income.

• The microfinance industry is a medley of  large banks, small banks, Non-Governmen-
tal Organizations (NGOs), Entidades de Desarollo de la Pequeña y Micro Empresa, 
(Edpymes, NGOs that were converted into regulated specialized financial institutions), 
Financieras (finance companies), Cajas Rurales, (small-scale rural-based banks charged 
with agricultural and small enterprise lending), Cajas Municipales (municipal savings 
and loan associations), and Credit Unions or Cooperatives. What they have in com-
mon is that all participate in the market for small loans, and most are financially self-
sustained. 

• The principal sources of  funds for microfinance between 1989 and 2009, were deposits 
(58 %), market borrowing (24 %), and reinvested earnings (18 %). Government and for-
eign donor funding played a major, even decisive role in the embryonic, start-up stages of  
many institutions, but subsequent growth was self-financed. Thus, the municipal Cajas 
were launched with small government investments and have been entirely self-financed 
since then, using deposits, reinvested profits and market borrowing. Of  the major micro-
finance industries in the world, Peru is one of  the least subsidized: government subsidies 
are insignificant, and non-refundable financing of  NGOs is small. Government financ-
ing was large in the 1970s and 1980s, but most government programs disappeared before 
the industry began to grow during the nineties. 

• Peru has the least concentrated, most diversified microfinance industry of  all the large 
players in the field. The top three institutions account for only 38 % of  all microfi-
nance lending. In Indonesia and Vietnam it is 99 %, Colombia 84 %, Bangladesh 81 %, 
and Mexico 80 %. 
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• The industry is highly regulated: 40 microfinance providers are supervised by the Su-
perintendency of  Banks and Insurance (SBS). The SBS also oversees 161 credit unions 
indirectly by supervising the monitoring work carried out by the National Federation 
of  Cooperatives (Fenacrep). In 2008, Peru was considered to possess the best regula-
tory and legal environment for microfinance in Latin America, according to ratings 
compiled by Microscope.  The combination of  strong regulation and a well perform-
ing economy has made Peru the darling of  the private microfinance investment funds. 
In portfolios that extend over 30 to 40 countries, their Peru exposure averages about 8 
% of  their portfolios. 

• Government and foreign donor funding played a major, even decisive role in the em-
bryonic, start-up stages of  many institutions, but subsequent growth was self-financed. 
Thus, the municipal savings and loans, which were launched with small government 
investments and have been entirely self-financed since then, using deposits, reinvested 
profits and market borrowing. Of  the major microfinance industries in the world, 
Peru is one of  the least subsidized: government subsidies are insignificant, and non-
refundable financing of  NGOs is small. Government financing was large in the 1970s 
and 1980s, but most government programs disappeared before the industry began to 
grow during the nineties.  

Market Penetration 
Microfinance Clients as Percentage of  National Population, 2007

Source: www.mixmarket.org
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    An Unlikely Story

The seeds of  most of  Peru’s current microfinance institutions and technologies were 
planted during the 1980s and early 1990s. The time and place could hardly have been less 
auspicious for financial ventures. It was a context of  high inflation, virulent terrorism, 
institutional breakdown, economic collapse and a once-in-a-century natural disaster. 

Inflation jumped to annual rates of  60 and 70 percent during the late 1970s, doubled in 
1985, and then exploded into three years of  hyperinflation at the end of  the decade, reach-
ing 7,650 percent in 1990. Financial assets denominated in local currency were wiped out. 
The 1980s decade also opened to an outbreak of  terrorism that lasted until 1992. Over 
that period, the government lost control of  a large part of  the national territory. Public 
and private organizations carrying out social projects in isolated districts or in urban squat-
ter settlements were forced to abandon their assistance efforts. The war caused massive 
economic disruption, weakened the overall economy and undercut the payment capacity 
of  most borrowers. 

The adverse context was heightened in 1983 by two misfortunes. The first was the inter-
national debt crisis that burst on developing countries, causing an abrupt withdrawal of  
international funding. For Peru, the sequel included a moratorium on debt payments and 
a break with the International Monetary Fund (IMF) and World Bank. The relationships 
were not repaired until 1992. The second disaster was a severe recurrence of  El Niño, a cy-
clical change in climate that brought devastating rains to the northern desert areas of  Peru, 
damaging roads, irrigation systems and homes, and destroying crops. The convergence of  
these various shocks became a tsunami. National output fell 9.3 percent in 1983, and a 
combination of  inflation and devaluation caused a doubling of  inflation that year. Over a 
longer perspective, output per person peaked in 1975 and did not recover fully until 2006. 
The collapse was especially sharp in the financial sector which saw the mass extinction of  
private banks, government development banks, credit unions, savings and loan associa-
tions, and recently created NGO credit programs. The victims were mostly institutions 
catering to large enterprises, but included fledgling recent initiatives targeted at small enter-
prise. The largest collapse was the small farmer credit program of  the government-owned 
Agricultural Bank, but a similar, small-industry program of  the Industrial Bank also went 
under. Several NGO credit programs survived the storm but lost a great part of  their 
capital and were set back many years. In fact, some of  the early microfinance initiatives de-
pended on heavy subsidies and were unsustainable, but for a time they displaced healthier 
projects. In addition, policies included interest rate caps and debt forgiveness. The longer 
term effect was counterproductive. Policies worked by against the creation of  a sound 
financial culture, adding to the problem rather than the solution. 

For those seeking to bring credit democracy to Peru, the challenge went beyond the health 
of  the financial system, which presumably would heal over time. For many observers, the 
bigger obstacle was a national culture that conspired to bar the poor from banks. The ar-
chaic legal system imposes cumbersome, exaggerated formal requirements on every aspect 
of  life. The requirements survived because they could be evaded by the elite, but most of  
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the population, who could not afford compliance and often were not even aware of  the 
formal rules, ended up as illegals or “informals.” The effect was to marginalize and stifle 
any activity not directly connected to the elites. 

In banks, the poor were shut out because they lacked ID documents, proper accounting, 
registered collateral, and even the dress and language required to earn them the attention 
of  a bank officer. A regulated lender that tried to reach out to small enterprises had to 
surmount regulatory restrictions, such as the requiremant that borrower bookkeeping be 
audited by a certified accountant. In 1990, when Banco Wiese, one of  Peru’s oldest banks, 
decided to help a group of  market vendors who worked near the bank’s downtown head-
quarters, it became clear that bank procedures had to adapt for customers that lacked the 
usual education and experience. To deal with the cultural problem, Banco Wiese sought 
the help of  an economist with community work and NGO experience. In 1996, when 
Banco Interamericano de Finanzas decided to test the waters of  the small business sector, 
it prepared itself  by sending groups of  staff  to visit a newly opened branch in a former 
squatter settlement, a part of  Peru which was more foreign to most bank officers than Mi-
ami. As late as 2001, after Banco Wiese Sudameris had absorbed Orion, a consumer bank, 
it followed a similar process of  cultural learning, sending staff  in buses to visit a district in 
a former squatter settlement. 

Impressed by those barriers, Peruvian economist Hernando De Soto argued that the key 
to the doors of  banks was to register the homes that the poor had built for themselves, 
granting formal titles that could be used as collateral. In other words, it was necessary to 
formalize the poor.4 The argument had a silver bullet appeal, and gained international ac-
ceptance. But, in the end, the proposed solution turned out to be unnecessary. By the time 
De Soto’s theory was published, in the year 2000, microfinance was already booming in 
Peru and elsewhere. In Peru, lending to the poor was recording its tenth year of  growth at 
an average annual rate of  15 percent, an extraordinary rate of  expansion that was to double  
through the next nine years. Almost all that lending occurred without collateral. Instead 
of  formalizing the borrower to meet the bank’s requirements, it was the lenders and their 
regulators who adapted themselves to do business with the poor. 

How, then, did it happen? If  not collateral based on officially registered housing titles, 
what turned out to be the key to overcome barriers and open doors to access? How did 
lending institutions learn to work with the poor? Who provided the necessary ingenuity, 
determination, courage and funding? 

    Learning to lend to the poor 

The revolution was a collective result of  a large number and variety of  initiatives and of  the 
individuals responsible for them, a beginning that today is reflected in the exceptional di-
versity and lack of  concentration in Peru’s microfinance industry. The three largest lenders 
account for only 38 percent of  the market, leaving room for many other important actors.
 
The cast of  characters includes “Father Dan, the Money Man,” a Maryknoll priest who 
pioneered the first credit union in 1955, in a remote district in the Peruvian highlands5, 
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Gabriel Gallo, a 21-year-old business school student in a provincial university of  northern 
Peru, whose graduating thesis proposed the creation of  a municipal bank, drawing the 
attention of  the local mayor, then the Minister of  Finance, then the German foreign aid 
agency, which in turn identified a brilliant and single-minded German consultant who 
spent ten years molding the procedures and cadres for what became the single most suc-
cessful group of  microfinance institutions; a group of  young Ivy League professionals, in-
spired by President Kennedy’s Alliance for Progress, who persuaded an equally elite group 
of  Peruvian businessmen to contribute to communal development, and after 25 years 
of  various low-profile development projects saw their NGO, almost overnight, become 
Peru’s largest specialized microfinance bank; a group of  professors at Peru’s Engineering 
University who created Latin America’s largest credit union; Susana Pinilla, daughter of  an 
eminent educator who studied street vendors as an anthropology student and was moved 
by their energy and optimism and went on to create an NGO to develop the “informal sec-
tor” through small loans, obtained substantial government and donor backing, and within 
three years was leading what had become Peru’s largest microfinance institution.

If  the question is not who, but how was it done; the answer, again, is all of  the above. 
Something of  Peru’s ecological diversity – the country contains 80% of  the world’s eco-
logical zones and 28 of  its 32 climates - seems to have rubbed off  on the experimentation 
and creativity that spawned manifold different institutional and operational instruments 
for lending to the poor. The variety is still visible; no one methodology has run others out 
of  the game. One reason is that not everyone has the same bottom line. The terms double 
bottom line and even triple bottom line are now staples in the microfinance business. Also, 
the priority of  different goals has shifted over time. The most clear-cut objective recently 
has been profit, and it is not denied by the 9 small and large banks now active in microfi-
nance. But the profit objective came late in the story: the operational breakthroughs that 
opened the door to large-scale microfinance were driven by NGOs, government institu-
tions, and other do-gooders whose priority was social development and poverty alleviation. 

Much of  the variety in methodological approaches is caused by the many meanings of  
social development.  Some projects were designed with the idea that credit would do little 
for the poor if  not accompanied by stronger communities: the real benefit of  private capi-
tal was that it would create social capital. The NGO that became Mibanco, for example, 
today Peru’s biggest specialized microfinance bank, started out by organizing groups in 
squatter settlements to rebuild after an earthquake and to obtain water and electricity. Their 
effective block-by-block organizational model was similar to that adopted by the leftist 
military government of  the 1970s. A decade later, the NGO began to de-link credit from 
community development, though solidarity groups continued to be used to reduce credit 
risk. After another decade, most of  its lending had taken the form of  stand-alone loans to 
individual borrowers. With time, community organization began to be seen less as a vital 
goal and more as an instrument to reduce credit risk. 

A similar evolution can be seen in the link between women and credit, though the trend 
went in the reverse direction. At first, women were discovered to be more creditworthy 
and the fact was incorporated into the checklists used by loan officers. Later, NGOs dedi-
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cated to gender equality began to use that link as an instrument for the empowerment of  
women. Today, a network called Consorcio de Promoción de la Mujer y la Comunidad 
(Promuc) links thirteen gender-oriented microfinance NGOs that are using credit projects 
principally to advance the cause of  women. Yet another developmental idea is that bor-
rowers will profit little if  they are not trained to be better entrepreneurs, and many credit 
programs sought to incorporate business training into their credit models. 

But the first “developmental” idea attached to credit was the belief  in the magic of  a sav-
ings culture. Economic backwardness and the high vulnerability of  poor families were 
seen, not so much as a consequence of  a lack of  credit, but of  a failure to save. During 
several decades, the 1950s, 1960s and 1970s, development policy sought to promote credit 
unions and savings and loan associations. There is, of  course, a natural link between the 
promotion of  savings and a greater supply of  credit, but opinion on which was the dog 
and which the tail has been a matter of  changing intellectual fashion. The first develop-
ment theorists focused on low savings as a principal cause of  poverty. The “take-off ” 
would follow an increase in the savings and investment ratios to levels over 10 percent of  
national income. When German advisers began to shape the first municipal Cajas in Peru 
in the 1980s, they placed great stress on savings, even importing Mercedes Benz buses to 
use as mobile banks. A different approach to microfinance was developed during the 1980s 
by John Hatch and Aquiles Lanao, who had worked together in the Peace Corps in Peru, 
and then founded a consulting company Rural Development Services, and later, the NGO 
Finca International. In their model, known as the “village bank” or “banco comunal” in 
Peru, promoters sought ways to encourage saving by the members of  their groups without 
actually becoming the banker for those savings, and let members of  the village bank man-
age their deposits. After working abroad, Lanao founded Finca Peru in 1993, following the 
village bank model, but towards the end of  the 1990s Hatch reconsidered his model and 
decided to drop savings promotion as a component. Lanao disagreed, kept savings promo-
tion, and Finca Peru became separated from Finca International.

    Climate Change

On the northern coast of  Peru is a desert where little grows except an occasional carob 
tree. Carob seeds are destined to fall on the sand and lie barren many years, even decades. 
Until, finally, rain arrives. Immediately, a root shoots out of  the seed and begins to dig 
down with extraordinary speed and to unsuspected depths, until, if  the rain lasts, it reaches 
underground water, and a new tree is established. 

No one hero made microfinance happen, nor any one way of  lending. There were many 
seeds. But, going back over the history, it becomes clear that there was a major change in 
context around 1990 that coincided with the beginnings of  rapid growth in microfinance. 
The climate changed in ways that made those seeds come alive and, so far, perdure. The 
answer to “how did it happen?” might have more to do with a new environment than with 
a particular initiative. Two developments seem especially important. The first, which came 
about more gradually, was a new way of  thinking about poverty. The other, which hap-
pened abruptly, was a radical transformation in the economic and political context. 
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 New thinking about poverty

The poor are a great constant in history, but theories on how to deal with the problem have 
been anything but constant. England repeatedly rewrote their Poor Laws over 400 years. 
The Cold War transformed poverty from a domestic problem to an international concern; 
this new phase opened dramatically with the massive government-to-government aid pro-
vided after World War II through the Marshall Plan, to save Europe from Communism. In 
the 1950s, aid to backward rural areas of  Asia went hand in hand with military spending as 
the U.S. tried to stem the spread of  Communism. But after Fidel Castro’s revolution and 
the decolonization of  Africa, Communism, and therefore aid, went global, and more and 
more of  the job was shifted from government officials to the newly created multilateral 
development banks. President Lyndon Johnson launched a war on U.S. poverty in 1964, 
but it was his Secretary of  Defense, Robert McNamara, who launched a war on world pov-
erty. Just after being appointed president of  the World Bank, McNamara shocked his staff  
by announcing that economic growth did not necessarily trickle down and that aid should 
find ways to raise the productivity of  the poor directly. He went on to announce that world 
poverty would be eliminated by the year 2000. 

The Bank’s first solution became the integrated rural development project. Instead of  
building power plants, roads or dams that favored a few, the Bank would work with large 
numbers of  small farmers in the poorest regions, providing everything that they lacked 
– technology, roads, credit, connections to markets, schools, clinics, inputs. Any missing 
piece could stymie the whole effort. But most of  the projects failed, according to the 
Bank’s own admission, and were dubbed “Christmas tree projects” because they tried to 
hang everything on their branches. 

It was a heavily interventionist approach, which assumed that government officials would 
cooperate, be honest and correctly foresee the future. In parallel with that experiment, the 
Bank studied how to reduce urban poverty, and came up with two ideas. One was the Sites 
and Services program, aimed at the housing and services deficit created by the huge influx 
of  rural population to the cities. The idea was that governments should provide land and 
basic services without taking on the entire cost of  building houses. The second proposal 
was to create employment, chiefly by favoring small enterprise. The idea was plausible, 
primarily because small firms were seen to employ more workers per dollar of  investment 
than big firms. 

The discovery of  small enterprise as a powerful lever for reducing poverty began in the 
early 1970s. A big push to the idea was given by country studies of  “the employment prob-
lem” carried out by the International Labor Organization (ILO), especially a study of  what 
began to be called “the informal sector” in Kenya which documented the entrepreneurship 
and creativity of  the owners of  market stalls, workshops, and small service establishments 
in an African city. The ILO began to multiply its work on employment, creating Prealc 
(Regional Employment Programme for Latin America and the Caribbean). Prealc helped 
create a climate of  opinion that stimulated a search for credit and training projects to 
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develop small enterprise in Peru, and even contributed directly to the creation of  the Insti-
tuto de Desarrollo del Sector Informal (Idesi), one of  Peru’s first important microfinance 
institutions. The new focus on small enterprise was also encouraged by the resurgence of  
conservative politics that occurred at the turn of  the decade, led by Margaret Thatcher, 
Ronald Reagan and Helmut Kohl. For government officials charged with the design of  
anti-poverty policies, the message was, top-down is out, bottom-up is the way to go. 

 New Economic and Political Context

The policies that had proved so injurious to Peru’s economy, and especially to the financial 
sector, over the 1970s and 1980s, came to a sudden end in July 1990 with the election of  
President Alberto Fujimori. Over the next two to three years, a wave of  reforms moved 
Peru from extreme interventionism and mismanagement to a model market economy with 
best-practice regulatory institutions. Trade barriers were reduced drastically, international 
funding was reopened, tax collection was sharply improved, public enterprises were priva-
tized, subsidized credit and retail government banking were eliminated, and the central 
bank was reined in. On the political front, elections did not immediately stop terrorist 
activity, which continued unabated, even increasing its presence in major cities, but in 
1992 it was suddenly and sharply checked by the capture of  most of  the senior Shining 
Path leadership. The government’s executive powers increased during these first years of  
the Fujimori government because reforms created credibility and support, fiscal recovery 
made spending initiatives possible, and because Fujimori took the drastic step of  closing 
an unfriendly Congress and replacing it through new elections. By 1993, Peru found itself  
with an economic and political stage that was exceptionally open to entrepreneurial and 
social initiatives. 

One outcome was that, early in the Fujimori period, social policy rose in priority and 
became better targeted to the very poor. The extreme threat created by terrorists was the 
motive, and the rapid stabilization and recovery of  the economy provided the means. 
Budget funds, supplemented by substantial external support, were channeled into public 
education, health and rural public works projects, and preference was given to the poorest 
provinces. For the first time, the regional allocation of  government investment and ser-
vices was guided by a “poverty map,” which ranked provinces and districts by their poverty 
level.6 International aid also began to move away from large, anonymous infrastructure 
projects, towards projects “with a human face”, a shift that accommodated the microcredit 
programs that began to sprout in the 1990s.  

    Tackling the Job

The presence of  a host of  activists together in a favorable political and policy environment 
was not a sufficient condition to guarantee that a microfinance revolution would happen. 
What was needed, in addition, was the discovery of  a financial technology that would make 
it possible to lend to the poor more cheaply. 
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Before modern microfinance arrives on the scene, a considerable volume of  credit is trans-
acted amongst the poor. In addition to the activity of  moneylenders, credit is common 
between buyers and sellers and within families. According to a national household survey 
carried out in 1994, 16 percent of  rural households reported using credit, of  which 40 per-
cent was provided by stores.7 Most of  those transactions occur at very high interest rates 
because lenders do not have the means or knowledge to reduce the risk of  default; they 
lack technology for providing financial trust more cheaply. A 1986 survey of  moneylender 
rates in Lima found interest rates for dollar loans ranging between 5 and 10 percent per 
month.8 When credit is expensive, there is of  course less demand and less use of  borrowed 
money. However, credit does not disappear even when it is very costly because there is 
great value in having money at the right moment. Both households and businesses some-
times face “for want of  a nail” emergencies. 

When the cost of  borrowing begins to fall, an increasing number of  opportunities arise 
for households to improve their lives by borrowing, and similarly, for small enterprises 
to use loans to take advantage of  business opportunities. Greater use of  credit is a result 
of  cheaper borrowing, which in turn becomes possible when the act of  lending becomes 
cheaper. “Access to credit” has two, interlinked dimensions, volume and price, and it is the 
falling price of  credit that drives the expansion of  lending and borrowing, which is nor-
mally referred to as “access.” The heart of  a microfinance revolution is the cost reduction 
that makes it possible to lend more cheaply, and as a result, to expand the use of  credit.

This book, then, is about cost reduction in Peruvian microfinance. It is an account of  
three decades of  experimentation and managerial and institutional creativity that produced 
a new financial technology. The process has been continuous, and its results are neatly 
measured by the two curves shown in the graph below, one showing the falling cost of  
borrowing, the other the rising volume of  lending. 

Microcredit1  Volume and Cost 1995 - 2009

Sources: SBS, Cuánto 2008        
Notes         
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.   
2/: Interest rates are adjusted for inflation. Effective interest rates include fees and commissions.
* June 2009.
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Since the principal cost of  lending is risk, the story is necessarily about the techniques of  
risk management. The cost of  risk, however, includes operational expenditures used to 
reduce risk, such as background checks of  borrowers and payment to credit bureaus. A 
variety of  techniques have been used to make up for the lack of  formally registered col-
lateral in poor households and small enterprises. For the most part, they are techniques 
for obtaining information on the borrower, or for motivating repayment. Municipal Cajas, 
for instance, began lending to small enterprises in 1988 by developing a procedure similar 
to a security check, based on intensive, in situ fact-finding visits to the borrower’s enter-
prise and also to his or her residence, including interviews with third parties. By contrast, 
when the NGO Acción Comunitaria del Perú started lending to market sellers in Lima in 
1982, it adopted the solidarity group as its credit model, using peer pressure to motivate 
compliance. Other NGOs later adopted the village bank model, which relies on group self-
enforcement. Another way to motivate repayment was the carrot of  new and larger loans, 
conditioned on previous compliance. As the industry has matured, and a larger proportion 
of  borrowers are repeaters rather than new clients, the incentive to continue to have access 
by remaining creditworthy has come to replace the earlier need for research on borrowers 
or the need for peer pressure as a kind of  guarantee. At a later stage, the creation of  credit 
bureaus became a new, powerful and comparatively economical source of  information 
about borrowers. 

Over time, information about the microfinance institutions themselves became increas-
ingly important, as they sought to go beyond the constraints and costs of  deposits by rely-
ing more and more on market funding. An important part of  the story relates the process 
by which the industry became more regulated and certified by rating agencies. 

    An Uneven Gold Rush

The cumulative result of  managerial adaptation, better regulation, and more competition 
and information, was to produce a significant increase in efficiency and a reduction in in-
terest rates for borrowers. Indeed, the gains in productivity were so large that they took on 
a gold rush character, with a swarm of  new lenders, including major banks that had avoid-
ed microcredit in earlier stages, and hard-ball competition in the streets as the arrivals hired 
away the loan officers working in at older (and mostly poorer) institutions, complete with 
their lists of  clients. At the same time, profits allowed more and more of  the industry to 
free itself  of  donors and become self-sustaining on the basis of  deposits and market bor-
rowing. Competitive pressures, plus the sheer, human imperative of  growth began to pro-
duce upscaling, that is, a move towards larger loans and so less poor borrowers. The largest 
specialized lenders, Cajas Municipales and Mibanco, have seen their average loan size rise 
four times, from US$ 519 to US$ 2136, over two decades. Rural microcredit programs 
were also expanding through this period, but did not experience an equivalent techno-
logical breakthrough. Despite a large number of  lenders, especially donor-funded NGOs, 
and experimentation with a variety of  credit models, the growth in access to institutional 
credit by rural families has been less dramatic than in urban areas. The combination of  
urban upscaling and continuing rural cost limitations raises the worry that the bottom of  
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the pyramid might be bypassed by the credit revolution. Since 1995, the development of  
microcredit was supported by the CGAP, the World Bank’s Consultative Group to Assist 
the Poorest. The CGAP continues to provide excellent support for the effort, but at some 
point in its life its name changed from “poorest” to “poor.” Hopefully the apparent retreat, 
from aiming at the poorest to the less ambitious goal of  serving the poor, will not be a 
signal for the direction that the microcredit revolution will take in coming years. 

1 The Bolivia story is told by Rhyne (2001). The Indonesia case is described by Robinson (2001). For Bangladesh, see 
Yunus and Weber (2008). 
2 Borrowers: SBS. Population: INEI. Peru’s population in mid 2009 was 28.2 million, or 6.1 million families. The unit for 
microfinance is generally the family, though there are cases of  families with more than one borrower.
3 Economist Intelligence Unit (2008). 
4 De Soto (2000) 
5 Nickname given to Denver-born Maryknoll priest Daniel McLellan, who arrived in Peru in 1950 and spent twenty years 
promoting and running credit unions and savings and loan associations. He also founded and was president of  the Credit 
Union League which, with 535 branches and US$23 million in assets, was the largest such organization in Latin America 
at the time. In its April 22, 1966 issue, Time magazine ran a story on him.
6 Peru’s first “poverty map” was published in 1982 by the Central Bank (Banco Central de Reserva del Perú, in 1982.  
Improved versions followed in 1984 and 1986. However, the documents went unnoticed until 1991 and 1992 when 
they began to be used, first for the regional allocation of  investments funded by Foncodes, the Peruvian Social Fund or 
Fondo de Cooperación para el Desarrollo Social, and then for other government programs.
7 Trivelli (2002), pp. 114-115. 
8 Thorne (1988)
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MICROFINANCE INSTITUTIONS IN PERU

A wide range of  institutions offer financial services for micro and small enterprises and for the 
poor. These include:

Bank: Banks in Peru are full-service regulated institutions. In addition to offering deposit 
services, banks began to lend to small and micro enterprises in the 1980s, and today some of  
Peru´s leading banks are major participants in this sector. Mibanco, founded in 1998, is a 
specialized bank focused on serving microenterprises.

Finance company: These regulated institutions did not offer checking accounts until 2009 
but have long offered most other universal banking services. In practice, two finance companies 
are specialized in financial services for microenterprises.

Municipal Caja: A Caja is a regulated institution, owned but not majority-controlled by 
the municipal government, which receives deposits and specializes in micro and small enterprise 
loans. The Cajas began as local pawnshops in 1982. Since 2002, they are allowed to operate 
anywhere in the country and offer many banking services.

Rural banks: A rural bank is a regulated institution authorized to receive deposits and offer 
all types of  loans but not allowed to provide checking accounts. The rural banks were created 
in 1992 as specialized banks to focus on agriculture. In practice, since their early days, rural 
banks have offered financial services to agriculture, commerce and services in urban areas and to 
agribusiness. Beginning in this century, rural banks diversified their operations to include micro 
and small enterprises.

Edpyme: An Edpyme is a non-bank regulated institution specialized in lending to micro and 
small businesses which does not receive deposits. Almost all Edpymes began as  NGO micro-
lenders and converted into regulated institutions in the late 1990s.

Credit Unions: A credit union is a credit cooperative and is supervised by the National Fed-
eration of  Cooperatives of  Peru. Credit unions are authorized to receive deposits and make all 
kinds of  loans to their members.

NGO: Many non-governmental organizations operate microfinance programs as their leading 
program or as one of  their service programs. In Peru, leading NGOs with microfinance services 
are members of  Copeme, a trade association that promotes small and micro enterprise. These 
NGOs regulate themselves under the tutelage of  Copeme which advises on international stan-
dards in best practices and good governance in microfinance. 
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President Fernando Belaúnde Terry, in 1963. 
Belaúnde promoted credit unions during his two 
terms in office (1963-1968 and 1980-1985).

Father Daniel MclLellan, “Father Dan, the Moneyman”

Empresa Editora El Comercio S.A.

Maryknoll Fathers 
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Ing. Cesar Cárdenas, Mayor of  Piura, presenting 
Gabriel Gallo with a diploma for his thesis 

proposing a Municipal Bank.

Jorge Abásolo, ministry insider who took 
up  Gallo’s cause and promoted the law 
that created Cajas Municipales.
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Maryknoll Priest Daniel McLellan – Father Dan the Moneyman – was speaking at the An-
nual Episcopal Conference of  Peru. It was midsummer in Lima, January 1958. McLellan 
had just returned from a period of  convalescence in the United States, following a heart 
attack that interrupted seven years of  intense work in the high mountain plains of  Puno 
province. There he had, in a few years, created Peru’s first rural credit union, a newspaper, 
a radio school, and was organizing several new credit unions in other towns and a low-
income housing project in Puno. Now, he was in a hurry to take up where he had left off  
before his illness, and proposed the creation of  a Central Office of  Parish Cooperatives. A 
year later, the Central Office was supervising the activities of  14 parish credit unions that 
sent in their books to be audited. In those years McLellan logged 12,500 miles by road and 
2,500 miles by air, training, advising and encouraging parishioners around the country to 
create their own credit unions.

He told the assembled bishops that Peru had to resort to its “richest mines,” a reference to 
the money that people hid in mattresses. In this way, he argued, the Peruvian Indian, then 
90 percent of  Peru’s population, could be brought into the economic life of  the country. 
Though he didn’t use the term, he was speaking of  dead capital that could be brought to 
life. Another persuasive argument was that credit unions would liberate people from loan 
sharks. Behind those arguments, McLellan was open about his broader agenda. As his col-
league Father Robert Kearns remembered, McLellan’s vision was that credit unions would 
serve to raise the standard of  living, combat communism and bring souls back to Christ. 
Speaking to a Time magazine reporter, McLellan said, “The French have their worker 
priests. Well, I am a capitalist priest.” It was the feisty and winning humor of  a former 
Golden Gloves amateur boxer. In an account of  the Maryknolls, Kearns records with ap-
parent pride that participation on credit unions boards was bringing people back into the 
church.1 Non-churchgoing officers of  credit unions boards began to attend church ser-
vices, and one officer, who had been a senior member in Peru’s communist party hierarchy, 
had returned to the church. 

Between 1955 and 1962, approximately 40 to 50 credit unions were created annually. De-
spite common belief, the first was not McLellan’s 1955 inauguration in Puno but rather a 
credit union created in 1942 by public transport workers in the port of  Callao, followed 
soon after by another founded by textile workers in Lima.2 But it was this priest who pow-
ered the credit union wave that arose in the mid fifties and finally peaked in the mid seven-
ties. By 1970, credit unions held 8.4 percent of  all deposits in the financial system of  Peru, 
and the figure rose to 10.8 percent in 1975.3 That year, the number of  members slightly 
surpassed one million, an astonishing achievement for two decades of  growth.4

Chapter II

Microfinance before Microfinance
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McLellan contributed to that surge by his direct role in the creation of  three institutions. 
The first, already mentioned, was the Central Office of  Parish Cooperatives which pro-
moted, trained, helped finance and audited parish credit unions. The second was the Na-
tional Federation of  Credit Cooperatives, Fenacrep, created in April 1959 as a link to the 
international credit movement, which became a source of  advisory, political and funding 
assistance, with McLellan acting as President from 1959 to 1966. The third organization 
he founded was the Central Credit Union of  Peru (CCC), which opened in 1961 as a sec-
ond tier institution to fund Fenacrep member credit unions that could both deposit and 
borrow in the CCC. Once again, McLellan acted as president of  this institution, from its 
creation in 1961 until 1963. Though a growing proportion of  the new credit unions were 
not Catholic, the Church maintained a strong influence on the entire movement through 
its monopoly on international technical assistance, exercised through the Central Office of  
Parish Cooperatives. Thus McLellan was thought to have been the original contact with 
CUNA, the Credit Union National Association of  the United Sates, which came to be the 
principal source for external assistance and which played an active promotional role in 
parallel to the Church´s efforts.

One of  the CUNA promoters was Jose Arroyo, a Puerto Rican who arrived in Peru in 1958 
and published a two-page advertisement in Lima´s principal newspaper, El Comercio, detail-
ing his recommendations for the statutes of  a credit union. The advertisement drew the 
attention of  Nemesio Canelo, a member of  Comunitas, a group of  young professionals who 
were looking for a way to finance a housing project for their own needs. Arroyo met with 
the group in a private home, persuaded them that their first step should be to create a credit 
union, and then helped them in its organization. Four months later, the group had grown 
from about 30 to 80 and had saved enough to meet the required capital, and so proceeded to 
hold their first assembly, this time hiring an auditorium. The credit union was baptized with 
the name Santa Elisa, as homage to a young woman, Elisa Remy, who had been a member of  
the group but had died recently in an airplane accident returning from Cusco. Santa Elisa was 
formally registered in 1959, and within two decades had become Peru’s largest credit union, 
with about 300,000 members, and one of  the largest in Latin America.5

But McLellan was not done. From his arrival in Peru, he had set out to promote unions and 
associations, not only for credit but also for housing purposes. The Maryknolls developed 
housing projects in Puno and elsewhere but, more importantly, over the late fifties and the 
sixties McLellan helped in the creation of  a system of  savings and loan associations, which 
received deposits and loaned principally for housing. These associations or S&Ls came to 
be called “Mutuales” in Peru.6 They were promoted, funded and supervised by a govern-
ment Housing Bank (Banco de la Vivienda del Perú) created in 1962. The S&Ls loaned to 
their members and also to housing credit unions. In all, 16 S&Ls had been created by 1970. 
The S&L system existed in parallel with credit unions but their location in larger cities and 
their credit policies steered them toward a higher income clientele, especially profession-
als and modern sector employees. Starting in 1970, however, a decree of  the left-leaning 
government of  General Velasco required that the S&Ls dedicate part of  their funds to be 
loaned for infrastructure and service projects in squatter settlements. From 1962 McLel-
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lan served as president of  one of  those associations, S&L El Pueblo, until 1969 when he 
withdrew from the priesthood, married his secretary and dropped out of  the Maryknoll 
records. 

By 1970, deposits in S&Ls had grown to 10.6 percent of  all deposits in the financial sys-
tem, outperforming credit unions whose share reached 8.4 percent, though five years later 
it was the credit unions that had nosed ahead. By 1975, the combined share of  these two 
financial systems had risen to 19.1 percent of  all deposits in the financial system. Their 
membership that year was approximately one and a half  million, an astounding number 
given their brief  history. At the time, Peru’s population was 15.1 million, but the adult 
population was half  that number. However calculated, the degree of  participation was 
high. Going beyond the immediate benefits to members, both institutions helped to create 
a savings culture, and though they diverted deposits away from traditional banks, they also 
increased the size of  the financial savings pie.

Credit unions had sprung up in many small towns, but they were almost entirely absent in 
the rural areas of  Peru’s sierra and rainforest, and so, out of  reach for the poorest half  of  
the population. In terms of  outreach, S&Ls were more limited, with a presence mostly in 
cities and a clientele of  families with above-average incomes. Credit union and S&L mem-
bership was thus concentrated in the upper half  of  the income distribution, but the sheer 
size of  the membership implies an unprecedented degree of  outreach to the population 
as a whole; in the context of  the highly stratified society and small and exclusive financial 
system of  Peru in the 1950s and 1960s, the explosive growth of  credit unions and S&Ls 
amounted to a big step towards credit democracy. 

    The Innovations 

Credit unions and S&Ls were innovations in Peru’s financial system, and their extraordi-
nary success was not the result of  higher interest rates, which were kept close to market 
levels, but rather of  qualitative improvements in the products they offered. The core in-
novation was the link between savings and access to credit. The surge of  deposits in both 
institutions was driven by the promise that membership provided access to borrowing.  At 
any one time only some members would have the “benefit” of  being a borrower, but all 
members had the comfort of  knowing that a loan was, if  not an automatic right, at least a 
possibility if  an emergency need or a business opportunity arose. In addition to the value 
of  a loan, and to interest on savings that otherwise would be under a mattress, the greatest 
benefit and inducement for membership may have been the potential access to financial 
help. In that light, credit unions should be thought of  as an early and large scale form of  
micro-insurance. The credit actually given was also, of  course, of  great value. Even when 
the total amount of  credit available in a credit union was limited by the modest savings 
of  its own members, welfare was nonetheless increased when one member could bridge a 
momentary cash flow deficit with the surplus of  another, and do so at a much lower cost 
than that charged by local moneylenders.  
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Though largely limited to urban areas, both institutions nevertheless expanded the geo-
graphical accessibility of  financial services, opening offices in smaller towns and in the 
new squatter settlements of  cities, bringing financial services closer to where much of  the 
population lived. And for poor people who worked and commuted long hours, there was 
also a benefit when credit unions and S&Ls were open long hours and on holidays and 
weekends, since they were not restricted by the trade union rights that had been obtained 
by Peru’s aggressive Federation of  Bank Workers. Also, credit unions often provided vari-
ous forms of  insurance such as death benefits, credit insurance, and health insurance, and 
many credit unions had productive or commercial objectives in addition to their savings and 
credit functions. For producer groups, such as coffee growers, they became instruments 
for group purchasing and marketing, while other credit unions carried out collective infra-
structure projects, including housing. And, during the years when international aid to Latin 
America was growing rapidly, the credit unions served as convenient vehicles for external 
aid. McLellan´s Central Office of  Parish Cooperatives became the conduit for technical 
and funding assistance, not only to parish credit unions but also to other unions and S&Ls 
that were allowed to join. Credit unions were valued for less material reasons as well: they 
provided a sense of  belonging and community, and members were indoctrinated in the hu-
manist and quasi-religious values that have driven the movement from its beginnings. 

The incentive for membership in an S&L was different, and simpler, according to Alfredo 
Tapia, former director general of  the Banco de Vivienda, who in the 1960s traveled the 
country promoting and organizing S&Ls. In essence, he said, members perceived the S&L 
as a pandero, an informal revolving credit association turned lottery that is popular in Peru: 
saving in an S&L was thought to assure future access to a housing loan. It was a matter of  
waiting one’s turn. Getting a loan was not guaranteed, but the expectation was powerful, 
and the potential welfare from becoming a house owner, enormous. 

The creation of  an S&L began by identifying a potential leader; in one town, for instance, 
it was a priest who had created a credit union. Once he was persuaded, respected local citi-
zens were willing to join the board. The Banco de la Vivienda then made a substantial loan 
to the initial board, drawing on funds received as aid from the Development Loan Fund 
of  the U.S. government. The loan, which could be for a million dollars, was given with no 
more guarantee than the signatures of  the board members. With those funds, the local 
board proceeded to construct a housing development that served as a powerful and highly 
visible showcase for the S&L, quickly generating queues of  applicants for membership. At 
the time, Peru was living a period of  economic boom and high rates of  urban growth fu-
eled by a population explosion and migration from villages. Towns and cities were crowded 
with young families that aspired to house ownership, at a time when no other options 
existed to fulfill that dream.7

     The Context

What would Peru’s financial history have been if  Father McLellan had not happened by? 
It is hard to imagine anyone filling his shoes, creating multiple institutions in a foreign 
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country and radically altering its financial landscape in the space of  fifteen years or so. 
Nonetheless, McLellan’s personal epic cannot be separated from events that were being 
played out on the world stage. 

Between 1958 and 1962, when McLellan was at the height of  his institutional creativity in 
Peru, the U.S. and other OECD countries were likewise creating an array of  development 
institutions designed to fight communism through aid. Economic development was com-
ing into focus as the way to “immunize the poor against revolutionary nationalism.”8 The 
Cold War had begun in Europe after the World War, where the physical and economic dev-
astation and the advances of  communist parties prompted massive American aid through 
the Marshall Plan, then spread to Korea and other parts of  Asia that bordered on China. 
In January 1959, the threat suddenly appeared in the U.S. backyard in the form of  Fidel 
Castro. More and more, the Cold War fueled an escalation of  developmental aid, and aid 
decisions and management were increasingly delegated to newly-established multilateral 
development banks. 

The threat of  subversion became a growing influence in Peruvian government policy. An 
unusually severe drought and famine struck the southern sierra in 1956 and 1957, prompt-
ing the U.S. government to create a special aid office for that region. The headquarters 
were set in the town of  Puno, where McLellan began his operations. 

The year 1958 brought an export slump and balance of  payments crisis. The build-up of  
nationalist and leftist currents made world headlines when students protested and threw 
stones at Vice President Richard Nixon during his visits to Peru and Venezuela that same 
year.9 Pressures for agrarian reform had built up during the decade, as peasant organiza-
tions became increasingly powerful. Following his election as President in 1956, Manuel 
Prado promptly set up an Agrarian Reform and Housing Commission.  In the early 1960s, 
peasant invasions of  large properties were spreading through the sierra,10 and guerrilla 
groups had began to operate. 

In April 1960, President Eisenhower travelled to several countries in Latin America, look-
ing for allies against Castro and for ideas on how to stop communist advances. He encoun-
tered a reluctance to oppose Castro openly, or to carry out preventive reforms. The visit 
did not include Peru, but in July of  that year he was visited in Washington by Peruvian 
Prime Minister Pedro Beltrán, and in him he found determination and ideas. The State 
Department briefing paper handed to Eisenhower described Beltrán as one of  the few 
members of  the Peruvian elite with a sense of  social responsibility, and recommended that 
he should be praised for his “responsible, orderly approach to the problem of  housing 
and land,” because “in countries like Peru it seems to be a question of  either an orderly 
approach to the problem of  land or housing or a revolutionary explosion such as occurred 
in Bolivia and Chile.” In fact, the U.S. and Beltrán had already been working together to 
improve the housing situation by creating a Housing Bank, and funding credit unions and 
S&Ls. A biographer wrote that “´Every Man a Capitalist – Every Man a Homeowner’ was 
a popular Eisenhower-era slogan in the USA,” and that “housing was considered a useful 
Cold War weapon.”11  
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A month after Beltrán’s visit, Eisenhower announced the creation of  the Social Progress 
Trust Fund to be administered by the Inter-American Development Bank (IDB). Like the 
World Bank, the IDB had been designed to be a strict lender for productive investments, 
not an agency to meet urgent social needs. The US$500 million Social Progress Fund, in 
effect, changed the IDB’s priorities, calling on it to reinforce its support for social projects 
and providing the agency with non-reimbursable funding that could be lent on soft terms 
and with less concern for rapid productive impact. In contrast to the World Bank´s con-
centration on productive infrastructure, the IDB was to support health, education, housing 
and land reform. Beltrán turned out to be one of  the principal architects of  the Fund, 
including the recommendation that it focus on small-scale projects that went directly to 
the people, so as to influence public opinion. He was rewarded with US $ 53 million for his 
pet jungle colonization project.12 

The Washington connection was not limited to Beltrán. In 1961, McLellan spoke to 
George McGovern, director of  Food for Peace, an American aid program. McGovern 
recalled that, “After President Kennedy appointed me in 1961 to head the U.S. Food for 
Peace Program I was contacted by a remarkable Catholic priest who was stationed with 
the Maryknoll fathers in the impoverished Puno area of  Peru. Father McLellan convinced 
me that if  the U.S. could supply the food, the Maryknoll fathers could administer a school 
lunch program.” Beltran then persuaded McGovern that a school breakfast would be a 
more suitable idea.13

    The Fall

After growing to 19 percent of  private financial savings in 1975, credit unions and S&Ls 
steadily lost market share. By 1994, all S&Ls had disappeared and credit unions had been 
reduced to 0.8 percent of  the savings market. New banking legislation in the early nineties 
closed the S&Ls and wrote restrictive clauses for credit unions. Moreover, both institutions 
had been discredited. The downfall of  these two financial innovations was as spectacular 
as their rise. In both cases, the collapse was brought on by an unhappy combination of  
high inflation, recession, volatile national politics and weak corporate governance.  It was 
a combination that toppled many other financial institutions, but in the case of  these rela-
tively new experiments, self-governance proved a particularly vulnerable Achilles heel. 

Credit unions faced a first crisis at an early stage, between 1969 and 1972, when the military 
government led by General Velasco carried out a drastic land reform that converted most 
former large estates into production cooperatives, and created a political apparatus, cen-
tered on Sinamos, that began a systematic policy of  cooptation and control of  community 
and popular organizations. These measures tainted credit unions with an image of  politi-
cal manipulation, prompting a public statement by Cardinal Juan Landázuri in defense of  
Church credit unions. Credit unions continued to expand during the early seventies, but 
they were increasingly targeted as political tools, and because they had weak internal con-
trols, as opportunities for theft. The original credit union model relied considerably on the 
trust created by its leadership, which at first included a large proportion of  priests, but as 
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more and more institutions were created, trust and quality of  management deteriorated. 
The governing board of  Peru´s largest credit union, Santa Elisa, with 24 percent of  all 
credit union members in Peru in 1974, was captured by the center left APRA political party 
in 1977, then by Patria Roja, an extreme leftist party, in 1978, and then again by the former 
in 1979. Cases of  perceived corruption reported by the press multiplied. In addition to 
governance problems, from 1975 on credit unions suffered a direct hit in their balance 
sheets as a result of  rising inflation and their incapacity to defend themselves through 
interest rate adjustments. In addition, the economy went into recession. In the market for 
savings, the share of  credit unions had reached 10.8 percent in 1975, but fell to 2.9 percent 
in 1981 and to 0.8 percent in 1994. 

S&L finances and internal governance followed a similar path over the 1970s and 1980s, 
with a fall in market share from their peak of  10.6 percent in 1970, to 3.2 percent in 1989. 
S&L’s were large organizations with less direct participation by members, less oversight of  
lending decisions, and were easier to control, making their governing boards an especially 
attractive political booty. By the late eighties the S&L system had been entirely captured by 
APRA, the party in power. A clear sign of  the collapse in governance was that the number 
of  employees in the S&L system doubled between 1985 and 1987. Another indicator is 
that, in the same years, total interest paid by S&Ls exceeded total interest received by 35 
percent, a deficit that was necessarily covered by the government. S&L capacity to finance 
home ownership was continually reduced though for a brief  spell, between 1987 and 1989, 
it was boosted by large Central Bank subsidies. Hyperinflation finally put an end to both 
savings and inflationary subsidies.  In mid 1990, the new government of  President Alberto 
Fujimori inherited a financially and morally bankrupt S&L system, and in April 1991 pro-
ceeded to intervene and close down the system. 

1 Records of  the Maryknoll Fathers in Peru written by Father Robert Kearns (four volumes), kept in Maryknoll Fathers house in Lima. 
Also, in Time magazine, April 22, 1966, and interview of  Father James Madden, a Maryknoll priest in Puno. 
2 Imano (1978), p. 6. A history of  the Central Credit Union (CCC) by Mario Valdez states that McLellan’s Puno cooperative was 
organized in 1955 in an Ayllu de Ichu, and that by 1956, five credit cooperatives existed in Peru, and 20 in 1957.
3 Imano (1989), pp 46-51. 
4 Chavez (1991), p 48.
5 Canelo’s estimate given in interview. A lower estimate is given in a 1974 study prepared by the Ministerio de Economía y Finanzas on 
Fenacrep states that of  a total of  860,000 members in all credit cooperatives, 24% (206,000) were in Santa Elisa.  Since membership 
was growing very rapidly in those years, the number may have risen to close to 240,000 or 250,000 by 1975. 
6 According to Law # 12813, they were denominated Asociaciones Mutuales de Crédito para Vivienda.  A 1962 law permitted their 
conversion into Cajas de Ahorro y Crédito para la Vivienda, and all but one of  the existing Mutuales changed into Cajas. But by then, 
they were widely known as “Mutuales”. 
7 An exception was the Banco Central Hipotecario, a specialized mortgage bank. However, its funding was raised by issuing paper 
rather than through deposits, which meant that low and middle income families could not acquire a claim on a future loan by becom-
ing savers. Also, their credit policy favored large loans and already existing real estate rather than construction.
8 Rabe (1988), p. 143; and Kapur, Lewis and Webb (1997), pp. 151-152. The Development Loan Fund, created by the U.S. government 
in 1958, was the first source of  external support for Peru’s Banco de la Vivienda. 
9 McClintock and Vallas (2003), p 20. 
10 Thorp and Bertram (1978), p. 282. 
11 Cook (1981), p 335.
12 Rabe (1988), p. 141. 
13 McGovern (2001). McGovern later served in the U.S. Congress and Senate and ran as the Democratic candidate for president in 1970. 
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The check for 20 million soles (equivalent to US$68,500) 
granted by the Peruvian government to Caja  Piura for its launch.

Telegram from Javier 
Silva Ruete, Minister 
of  Finance, announcing 
the birth of  Cajas 
Municipales. “I am 
pleased to inform you 
the cabinet approved the 
Decree Law that permits 
creation of  Cajas 
Municipales…”
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The first office of  
Caja Piura, in 
1982.

Archive/Cmac Piura
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Letter from Fortunato Isasi Cayo to the  Mayor of  Piura, Francisco 
Hilbeck, stating that the Foreign Ministry was requesting West German 
government technical cooperation for Caja Piura.



39A History of  Microfinance in Peru

Javier Silva Ruete, former Minister of  
Finance. He authorized the creation of  Cajas 
Municipales in 1980.

President Alan García 
during his first term in 
office (1985-1990). In 
1990, García opened 

the door to microcredit.

Empresa Editora El Comercio S.A.

Empresa Editora El Comercio S.A.
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A Banco Agrario branch in Mochumi, Lambayeque, 
that never opened because of  the bank’s collapse.

José Loayza Pacheco, chief  of  microfinance for NGO Alternativa.
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Credit unions and S&Ls dominated the microfinance stage during the 1960s and 1970s, 
and, though diminished, even in the 1980s they continued to be the main option for per-
sons who could not aspire to bank credit. But other efforts to open the doors of  finance 
were underway during those years. They were the work of  disparate and disconnected 
explorers with different goals whose routes, however, took all of  them across one com-
mon bridge – into contact and acquaintance with the world of  the small entrepreneur. 
The 1980s became a decade of  cultural exploration of  small-scale economic activity, and 
though the work and findings of  those explorers were barely perceptible, even until the 
end of  the 1980s, much of  the impressive edifice of  Peruvian microfinance in this millen-
nium is a straight-line extension from that process of  discovery. 

Different motivations drove their efforts. Credit Unions and S&Ls were fading in financial 
size and prestige. Their grievous limitations as forms of  self-governance became increas-
ingly evident, as well as their failure to reach down to the poorest half  of  the population. 
Greater awareness of  the inadequacy of  the financial system for the needs of  the majority 
also urged on the explorers. But the main push came from new views about the poor, and 
especially, about the importance of  small enterprise as a key solution to poverty. 

Beginning in the 1970s, development thinking began to set aside the assumption that eco-
nomic growth would trickle down to benefit all. Robert McNamara, soon after his appoint-
ment as president of  the World Bank in 1968, took the lead in pressing the case for a more 
direct approach to poverty reduction. In his first public speech in that post, he commented 
on the fast growth recorded for that year, but then said, “You know and I know that these 
cheerful statistics are cosmetics which conceal a far less cheerful picture … much of  the 
growth is concentrated in the industrial areas, while the peasant remains stuck in his im-
memorial poverty…” Over the next decade, the World Bank sought ways to reach the poor 
more directly, and five years went by before it developed a program of  large integrated 
rural development projects located in extremely poor regions, and several more years to 
define approaches suitable for the urban poor. In the dynamic, fast-changing urban scene, 
there was no easy equivalent of  the “peasant stuck in his immemorial poverty,” who could 
be easily identified, and his needs defined. 

It was not until 1995 that the Bank began in earnest to look for possible project solutions 
for the urban poor, and by that time several studies had been produced by the International 
Labor Organization focusing on the lack of  good jobs for millions of  peasants that were 
flooding into cities. To an increasing extent, urban poverty began to be defined as an em-
ployment problem, and the solution therefore consisted in job-creation. Over the 1970s 

Chapter III

The Explorers
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decade, much research was carried out by the Bank, the ILO, and in universities on the 
links between investment, jobs, and types of  productive activity, and the research quickly 
gravitated to the empirical finding that small enterprises generated more employment per 
dollar invested than large firms. The solution to urban poverty was thus directly linked to 
the promotion of  small enterprise.

Projects began to roll out, some funded by international agencies, some by national gov-
ernments, providing loans and training to small enterprises, but the objective was not to 
lend to the smallest microentrepreneurs, such as market vendors or shoe repairers, but 
rather to the owners of  small manufacturing workshops and other productive activities in 
which firms employed 5 to 20 workers, and whose expansion could therefore generate jobs 
for those without work and without businesses of  their own. 

The credit programs for such businesses, mostly operated by government development 
banks, did not seek to self-finance by opening savings deposits. Also, their interest rates 
tended to be subsidized and their terms to be long, since they financed purchases of  equip-
ment rather than working capital. This concept of  credit as a tool for poverty alleviation 
dominated thinking through the 1970s and 1980s. From the perspective of  microfinance as 
defined today, it was an approach that worked only indirectly for the poor, did little for the 
very poor, and as a financial instrument, was expensive and vulnerable to financial instability. 

In Peru, this approach took the form of  an ambitious system of  development banks, de-
pendent on fiscal and central bank subsidy, that channeled a substantial volume of  funding 
to what were defined as small and medium enterprises, during the 1970s and 1980s. During 
that period, the Central Bank also had in place a system of  directed credit, pushing com-
mercial banks to lend fixed proportions of  their portfolios to certain activities, including 
small enterprise. 

By the early 1980s, the financial system had almost nothing to offer the large majority of  
very poor families in Peru. Formal banks were inaccessible, credit unions and S&Ls had 
failed, and small enterprise credit programs did not reach the very poor. 

A separate line of  research and thinking began to develop centered on the concept of  the 
informal sector, defined as the large mass of  very small and mostly family businesses in 
cities and towns. In Peru, this exploration was led by the ILO regional program for Latin 
America, Prealc, especially during the late 1970s and early 1980s. Though long a subject 
for study by anthropologists, economists now began to approach the urban poor, and 
especially the micro or informal enterprise, and the effect was to begin to transform the 
prevailing negative image of  that population as unemployed, unproductive and culturally 
handicapped into a positive image of  intense effort, business smarts, and productive for 
society. It amounted to a revaluation. The view that began to emerge was that even the 
smallest enterprises and poorest population were capable of  helping themselves and there-
fore, worth a hand up. It was a conclusion that provided a rationale for credit, though it 
provided no guidance for the practical job of  discovering a financial methodology, the task 
which was carried out, instead, by the explorers who are the subject of  this chapter.
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    Municipal Cajas

Gabriel Gallo’s friend had traveled to Buenos Aires for a university degree. It was the late 
1970s, and for a student from a lower middle class family in the town of  Piura in northern 
Peru, Argentina looked affordable. Another advantage of  Buenos Aires was that it had a 
municipal bank that acted as a pawnshop, and when the friend ran out of  cash one day he 
was momentarily saved by pawning his wristwatch. After returning to Piura, he mentioned 
the incident to Gabriel. In his last year of  studies for an undergraduate business admin-
istration degree at the University of  Piura, Gabriel was looking for a thesis topic. He had 
never heard of  municipal banks, and the discovery suddenly looked like a solution to his 
thesis search – he would propose the creation of  a municipal bank in Piura. 

Within months Gallo had persuaded the town mayor, César Cárdenas, to provide moral 
support and budget statistics for  the cost benefit analysis; obtained offers of  support from 
local Piura banks, and had begun to bombard foreign embassies and institutions with let-
ters requesting information. The Argentinean municipal bank obliged with annual reports 
and procedural manuals. After reading a Reader’s Digest article on a similar Mexican insti-
tution called the Nacional Monte de Piedad de Méjico, he wrote letters for information. 
At the time, living in a small town in northern Peru, the mail service was the only means 
for getting information about foreign banks. The thesis was due for presentation in April 
1979, but he was unable to type up all 580 pages in time and missed the date. Unfazed, he 
went ahead with a presentation to the provincial council, including representatives from 14 
districts, and won them over to the project. But Gallo’s project could go nowhere without 
government approval. 

A second coincidence came his way. An alderman in the Piura town council, Ramón Abá-
solo, was a Ministry of  Finance insider. A lawyer from Piura, Abásolo had spent five years 
working in several positions in the Ministry, and he began to approach friends in senior 
posts for political backup for Gallo’s project. Abásolo’s friendly role as a contact man 
proved crucial, but so was the help provided by Dominga Sota, a legal expert on financial 
legislation who was acting as the Ministry’s General Secretary and who took kindly to Gal-
lo’s proposal. Numerous other friends in government were consulted and provided helpful 
suggestions or political contacts in the Lima world of  official finance, including Benedicto 
Cigueñas, Luis Rebolledo, Humberto Meneses and Reynaldo Susano. Even the Piura-born 
mayor of  Lima, Roberto Carrión Pollit, chipped in with moral support. 

The promoters backing Gallo quickly learned that a bank owned by a small local govern-
ment was not an option in the eyes of  Lima authorities, so their analysis turned to a Caja as 
an alternative, a less ambitious financial institution which, moreover, could be more easily 
circumscribed through a special law. At the time, one Caja already existed in Peru, the Caja 
de Crédito Popular de Lima, which had been created in 1947 by nationalizing all private 
pawnshop businesses. Though authorized to open branches in other provinces, in 1979 its 
only offices were located in Lima. As it turned out, there had been no need for Gallo to 
resort to Argentina or other countries for a model. 
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During Gallo’s conversations in Lima with Jorge Contreras, President of  Caja Lima and 
also the Central Bank’s chief  lawyer, Contreras proposed that instead of  creating a new 
institution, Caja Lima could simply open a branch in Piura. But Contreras was missing the 
point. Gallo’s proposal and Piura’s dream were all about decentralization and creating local 
institutions, and Contreras’ offer was not accepted.
 
A second modification to Gallo’s original plan became necessary. Before authorizing a Caja 
in Piura, a decree was required to allow the creation of  municipal cajas as a general class 
of  institution that could be established by any municipal government. The final version of  
the proposal conceived the Cajas as pawnshops authorized to receive deposits, and their 
principal purpose would be to generate profits to contribute to municipal finances.
 
Continuing consultations and revisions of  the proposed decree were all part of  the prepa-
ration for one final, decisive step – the Finance Minister’s thumbs up. With the Minister’s 
blessing, the proposal would still need the approval of  regulators, both the Banking Super-
intendency and the Central Bank, but the go-ahead was needed for those agencies to even 

In 1978, Gabriel Gallo wrote his bachelor thesis for a degree in 
business from the University of  Piura, proposing a municipal bank.   

His enthusiasm and interest caught the attention of  the may-
or of  Piura, César Cárdenas. Dr. Jorge Abásolo Adrian-
zén, who had previously worked in the Ministry of  Finance, 
played a networking role as well as shaping the legal aspects 
of  the project, changed to the municipal Caja concept. The 
Minister of  Finance, Javier Silva Ruete, endorsed the project 
during a visit to Piura in 1979, which led to the enactment 
of  Law Decree 23039 in May 1980, which created the 
Municipal Cajas.

His continuing efforts led to the signing, in 1981, of  a Su-
preme Decree regulating the creation of  Municipal Cajas and 
the authorization to establish Caja Piura a year later. His 
efforts to secure technical assistance were directly responsible 

GABRIEL GALLO OLMOS

for the arrival of  a team of  German advisors, led by Claus Peter Zeitinger, who worked in Peru 
over ten years to design and assist the early operations of  Peru´s system of  Municipal Cajas.

Gabriel Gallo later became the first general manager of  Caja Sullana. He subsequently held 
important positions in public administration and in support institutions for micro and small 
enterprises in Piura and Chiclayo Regions. Gallo is currently a development consultant and 
business professor at Universidad Católica Santo Toribio de Mogrovejo. 
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begin to consider the proposal. Yet one more happy coincidence came Gallo’s way: the 
Finance Minister, Javier Silva Ruete had been born in Piura. 

Late in 1979, Silva Ruete traveled to Piura to inaugurate a major new infrastructure project, 
the Poechos dam, and the principal ceremony was to be held in the Piura town hall. It 
was an ambush. Mayor Cárdenas explained the Caja proposal, and Silva Ruete accepted. 
However, as Ministers often do, he handed the paper to his secretary, who folded it into a 
briefcase, where it sat for several weeks. Fortunately, Abásolo’s connections in Lima were 
still active, the secretarial slip was discovered, and the proposal was finally shepherded 
through all the required official approvals. On May 14, 1980, Silva Ruete signed Decree 
Law 23039, which gave birth to municipal Cajas. In 2003, 23 years later and acting once 
again as Minister of  Finance, Silva Ruete was invited to speak at a microfinance event 
held in Piura. By that time, his law had been used to create 14 Cajas, founding the largest 
microfinance system in Peru, with US$384 million in deposits and a client base of  208,000 
borrowers. Recalling his role in that first decree law, he admitted that he had not imagined 
the financial growth that his signature would produce. 

Silva Ruete’s law was a defining step, but it was not the end of  the bureaucratic odyssey to 
bring Cajas to life. Piura’s town council immediately geared up for the remaining battle by 
creating an organizing commission, headed by Abásolo and Gallo, and charged with seeing 
the proposal through further bureaucratic steps as well as seeking technical and financial 
support. On July 28, 1980, the military government came to an end. As Peru recovered its 
democracy, including an elected Congress, the organizing committee set to work to line up 
representatives elected from Piura to support the project. The Ministry of  Finance con-
tributed 20 million soles (US$68,500) for the start-up, more than half  the minimum capital 
required. Gallo dispatched requests for technical and financial support to the ambassadors 
from Argentina, Mexico, Germany, Spain and Sweden. 

The authorities finally delivered two decrees, one in July 1981, the enabling act to allow 
Silva Ruete’s decree to go into effect, and a second in November, authorizing the creation 
of  Caja Municipal de Piura. Gallo, the visionary and entrepreneur who had made it hap-
pen, was appointed deputy manager. At age 24, Gallo was perhaps too young to be con-
sidered for the top post. 

A response from the Association of  Cajas of  Spain, where Cajas are large, established 
institutions that represent a substantial share of  the banking system, invited Gallo to visit 
them in Spain. Gallo set off  during 1982, but while still in Spain he was informed that the 
German government had agreed to provide technical assistance to the Caja and that a con-
sultant, Claus Peter Zeitinger, was due to arrive in Piura. Gallo persuaded the sponsors to 
postpone the German’s arrival, and proposed that, being in Europe already, it made more 
sense to extend his trip to include a visit to Germany, where he could become acquainted 
with German savings and loan banks. In Frankfurt, Gallo first met Zeitinger, a technical 
consultant whose advising and forceful personality would shape and grow Cajas in Peru 
over the next decade.
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Zeitinger arrived in Piura in February 1983 and spent several months getting to know the 
new municipal Caja before reporting in May. In those months, Piura was under siege from 
rains and destruction brought on by an abnormally severe climate change known as El 
Niño. At that time, the Caja was no more than a pawnshop with a portfolio of  less than 
US$50,000, operating in the basement of  the town hall. The rains flooded the building and 
many of  the TV sets and other items that had been hocked and stored in the basement 
ended up ruined by the water. The Germans promptly recommended that the pawnshop 
business be restricted to gold and silver. 

At first, Zeitinger was more absorbed by his vision of  the Cajas as an instrument for mu-
nicipal government, on the lines of  what existed in Germany, where, as he said, there was a 
“strong marriage” between regional savings and loan associations and German state govern-
ments. He developed the vision in discussions with Francisco Hilbeck, the mayor of  Piura 
and José Murguia, the deputy mayor of  Trujillo. However, when it came to writing his report 
after a few months,1 Zeitinger’s recommendations were all directed at the financial strength-
ening and viability of  the Cajas. Rather than propose mechanisms for a stronger “marriage” 
between Cajas and municipalities, he sought to reduce the potential political influence that 
any mayor could have on Caja operations. Other key recommendations were that Caja be 
allowed to offer additional financial products, but in gradual steps, or “modular” fashion, as 
a Caja proved its capabilities with less complex operations; that Caja interest rates be kept at 
levels that would cover operating costs, and that management adopt the German model of  
shared or group management rather than one director general, requiring instead, that two or 
three top managers agree and sign off  on all major decisions.

By 1985 a second Cajas had been inaugurated and a new stage began for the fledgling sys-
tem. In that year the German government signed an agreement to provide technical and 
financial assistance to municipal Cajas in Peru. The project ended up lasting into the late 
1990s, and by 1993 had meant a total disbursement of  US$7.3 million, mostly for technical 
assistance. The agreement was signed in the offices of  the Banking Superintendency. The 
Superintendent, Juan Klingenberger, had taken part in the discussions that preceded this 
decision, and was an enthusiastic supporter of  the Cajas and of  the proposed technical 
assistance. Aid would be channeled through the Lima office of  GTZ, the German govern-
ment aid agency, and Interdisziplinare Projetk Consult (IPC), Zeitinger’s consulting firm, 
would be the chief  executor. Zeitinger arrived with three colleagues during that year, and 
though he often traveled, he micromanaged the project over the next ten years. In addition, 
Cajas were multiplying: four already existed and two more would be added by 1986. What 
had been conceived as a project to assist one regional Caja was turning into a project with 
national scope. 

The rules of  the game for Cajas, established in the 1981 decree, were modified in 1986. The 
new regime adopted Zeitinger´s recommendation and introduced the concept of  modular 
or step evolution that at once strengthened control over Caja operations and gave them a 
higher ceiling for development. The concept, recommended in Zeitinger’s 1983 report, at 
first limited Caja operations to loans backed by gold or silver pledges. In a second stage, 
after operating one year, it was allowed to receive savings and time deposits and to borrow 
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from funds or banks. After another two years of  sound operation, a Caja was authorized 
to lend against other types of  guarantees. 

A second change was the creation of  an industry association, Fepcmac, the Peruvian Fed-
eration of  Municipal Cajas, giving it a double role as promoter and supervisor of  individual 
Cajas. As supervisor, Fepcmac had to approve requests for new operations before they 
passed on to the SBS for authorization, and the Federation became a central auditor for the 
system. The promoter role was particularly focused on the selection and training of  staff. 
Over the next five to ten years, Fepcmac was pivotal in the development of  the system, in 
large part as a result of  Zeitinger’s strong personality and managerial talent. 

Fepcmac’s own officers made up a strong team, including Felipe Portocarrero, Victor Lar-
rea, Ana Jimenez and former Superintendent Juan Klingenberger. At the same time, the 
association was fortunate in having José Murguia, the four-term mayor of  Trujillo, as presi-
dent. Murguia’s political talents won over Daniel Estrada, the reluctant leftist mayor of  
Cuzco, to the Caja concept, and helped in managing the rivalries between Cajas. 

Using his personal ascendancy over the team, and his control of  GTZ funds for scholar-
ships and other forms of  technical assistance, Zeitinger exercised an enormous influence 
over the development of  the Cajas. Another key instrument was a training center estab-
lished by GTZ in Piura in 1986, “la Escuelita”, where the students were taught both in 
classrooms and in the field.2 The first generation of  Caja managers were all trained at the 
school, and later became teachers to new generations. Many in the first group of  managers 
also traveled to Germany for a year of  on-the-job training in the German Caja system. In 
1986, a group of  board members were invited to visit and learn the operation of  German 
Cajas. A former manager of  the Federation estimated that of  the 70 to 80 senior managers 
working in the Caja system in 1990, about half  had been sent to Germany for training. 

The combination of  education and tight management by GTZ created a “Caja culture” of  
strict discipline and uniform credit methodologies that is widely recognized. Speaking of  
that culture, Damian von Stauffenberg, founder of  MicroRate, said “Zeitinger’s great work 
gave them a training you still feel.” Zeitinger was conscious of  the cultural challenge. In 
a 1995 interview he referred to his educational role: “Naturally, we wanted to break with 
Latin traditions of  favoritism, friendships, and the informal relationships that characterize 
societies that are not completely capitalist,” and he worried that his eventual departure 
would re-open the door to Peruvian “social networks.” By contrast, “In Germany those 
relationships are more anonymous.”3 

One cultural challenge directly tackled during the 1980s was the creation of  savings habits. 
The Cajas were penniless when they opened. Piura’s capital was less than US$100,000 and 
barely half  that amount was available for loans. Any hopes of  further government contri-
butions evaporated with the recession, the losses created by El Niño, and the cost of  war 
on terrorism. Funding from foreign donors was limited to technical assistance.

From the beginning, savings promotion was not only a cultural objective; it was a prerequi-
site for realizing the original vision of  Cajas as a support for municipal development, and 
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it was reflected in the modular approach designed by the 1986 decree, which allowed new 
ones to begin receiving deposits from the public after one year of  operating as pawnshops. 
Established banks did not object to competition from the almost invisible, tiny new Cajas. 
Savings campaigns were organized, and four Mercedes Benz buses donated by the German 
savings and loan associations were used as mobile branches to visit and collect savings in 
distant neighborhoods. Lotteries became a favorite tool, and prize drawings were carried 
out in Piura’s main square where winners would be visible to the general public. Caja Piura 
created a savings plan, the Plan Progresivo de Ahorros, which used passbooks and stamps 
to register growing balances. It was an uphill effort. Local governments were seen as cor-
rupt. Being “municipal” was a handicap.
 
Though the Cajas had been authorized in 1980, and had existed since 1982, until 1986 Caja 
lending was not associated in any direct way with microenterprise. Loans were entirely 
based on gold and silver pledges and could have any use. The possibility of  lending to 
microenterprise with other types of  guarantees had been mooted by at various moments 
by Caja managers and GTZ advisers, but, as one former Fepcmac official recalls, the idea 
was considered “ethereal.” From the time of  their arrival, Zeitinger and his colleagues 
had taken to visiting markets and workshops to get to know the workings of  small town 
micro-economies and psychologies, but German caution seems to have predominated and 
no effort to lend to microenterprise has been recorded. 

The first step towards becoming microenterprise lenders appears to have been taken in 
October 1987, when the Board of  Caja de Piura approved a set of  internal rules for lend-
ing without pledges of  gold or silver. The idea was to facilitate access to credit by low-
income groups and incorporate informal activity.4 The proposal was promptly approved 
by the SBS, on November 13, though on an experimental basis for one year. A variety of  
alternative guarantees would be allowed, of  which the most practical and popular came to 
be personal guarantees by third parties.

Gabriel Gallo, who had become the deputy manager, recalls that they proceeded to open a new 
branch – their third at the time – in the busiest market area of  the city for microenterprises, 
called the Mercado Modelo, in order “to be closer to their clients,” which above all meant keep-
ing an eye on them. Shortly after, the Sullana and Trujillo Cajas obtained the same permission. 
In that way, over 1988 and 1989, the Cajas began their discovery of  the microenterprise market.

 The first efforts by young Caja professionals sent into the markets to find clients, were 
frustrating. Following standard Peruvian practice at the time, the Caja officers asked possi-
ble borrowers for a variety of  documents, including their business account records. These, 
of  course, did not exist, and back at the office Zeitinger shouted at the officers that they 
were crazy. What they had to do, he said, was sit down with the borrower, ask questions 
and construct accounts, at least a simplified version which they came to refer to as a “bal-
ancín,” or little balance sheet. Felipe Portocarrero, a Peruvian who had studied economics 
and sociology in Germany, and had returned to Peru as part of  Zeitinger’s team, became 
the principal architect in working out the credit model that was to be applied for microen-
terprise lending. 
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The credit evaluation protocol that was developed involved intensive visits and conversa-
tions, with the borrower, his family, possibly suppliers or others who did business with 
the borrower. Loan officers would question the borrower’s children and size up the home, 
looking for signs of  order and responsibility as well as capacity to purchase household 
goods. Working in provincial cities was an advantage, because, by contrast with Lima, 
people knew each other better in towns, or as one informant put it, “small town, big hell.” 
One point to establish, for instance, was whether the borrower had more than one spouse, 
or as the saying went, whether he had “a branch office.” Analysts would report in writing, 
thus creating an information bank, and a basis for discussion with other loan officers on 
the loan committee.

In addition to compiling the profiles of  borrowers, analysts began to learn the idiosyncra-
sies of  different trades and activities. The earliest customers tended to be market and street 
sellers of  candies and other goods, businesses that needed very short term loans. Another 
discovery was that local fishermen and carpenters were the least reliable borrowers. There 
were also differences in creditworthiness across Peru’s regions, as some officials discov-
ered when they were transferred from one Caja to another. During this process, Fepcmac 
helped information sharing between Cajas. 

A later study of  microenterprise lending described the Caja model as sharing many char-
acteristics with the business of  the moneylender, especially speed of  decision, flexibility 
and use of  non-standard guarantees.5 Loan contracts were flexible and opportunistic with 
respect to guarantees. Usually, registered deeds were not available, but unregistered docu-
mentation would be requested as a guarantee because, even though foreclosure was legally 
impossible, the surrender of  documents was a source of  psychological pressure on bor-
rowers who had very imperfect knowledge of  their rights. 

In most cases, however, during this initial, experimental stage, the most commonly used 
guarantees were the personal guarantees by third parties. This practice amounted to a 
half  step towards the Caja lending model that would develop during the 1990s, in which 
loans were made on the basis of  borrower evaluations and repayment records. A standard 
procedure that developed was that of  incremental lending, starting with small loans which 
grew as borrowers built up a good credit history. In this way, Cajas transformed themselves 
with surprising speed from pawnshops to microenterprise lenders. The proportion of  mi-
crocredit in total Caja lending jumped from 4 percent in 1988 to 28 percent in 1990 and to 
62 percent in 1994. This transformation was recognized and ratified by a decree published 
in May 1990, which for the first time introduced an explicit reference to microenterprise 
lending as part of  the Caja’s business. 

The credit experiments that eventually transformed Cajas into microenterprise lenders co-
incided with the most difficult moment in Peru’s 25-year long economic crisis. From 1975, 
inflation had been rising, and, despite momentary recoveries, production and incomes had 
been falling. Both trends peaked over the four year period between 1988 and 1992. Indeed, 
a standard explanation for the surge in microenterprise lending in the 1990s argues that it 
was the loss of  jobs that pushed many into self-employment and creation of  business ac-
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tivities, generating additional demand for credit. The formal banking system, however, col-
lapsed, drastically reducing the supply of  bank credit, which in turn is normally converted 
into supplier credit for small enterprises. Even informal sources of  credit were hurt by the 
unprecedented acceleration of  price rises, which from mid-1988 became a hyperinflation. 
Even while they were experimenting and transforming themselves, Cajas managed not 
only to survive but even to grow at a phenomenal rate. Over the four-year period of  crisis, 
1988 to 1992, Caja lending rose six times in dollar values, deposits 15 times, while equity 
grew 4.5 times, from US$0.6 million in 1988 to US$2.6 million in 1991. Close treasury 
management by GTZ advisers, high liquidity, and repeated reductions in loan amounts and 
repayment periods were the key instruments for survival.  

Claus Peter Zeitinger, who holds a doctorate in econom-
ics and is general manager of  Interdiszciplinäre Projetk 
Consult, in Frankfurt, arrived in Peru for the first time 
in 1983, hired by the German cooperation agency, GTZ, 
to advise the newly created Caja Municipal de Piura. He 
returned again in March 1985 to direct an advisory 
group for the Caja Municipal system, remaining in Peru 
until 1995, though the project continued to 1998.

Throughout this period, Dr. Zeitinger and his team ad-
vised on the design and operation of  the Municipal Ca-
jas and contributed to the establishment of  what would 
be the Federación Peruana de Cajas Municipales de 
Ahorro y Crédito (Fepcmac). They trained managers for 
those institutions, setting up a special school in Piura and 
sending some students to Cajas in Germany. The team 
developed a credit model for individual loans based on the 
needs and characteristics of  micro and small businesses. 

Zeitinger and his team monitored each Caja closely, ensur-
ing their survival during the crisis period between 1988 and 

CLAUS PETER ZEITINGER

Courtesy of  Fepcmac

1992. Cajas employees and directors commend the outstanding work carried out by Zeitinger.

After leaving Peru in 1995, he focused on his own IPC consultancy, and expanded its advisory 
services to financial projects in Latin America, Africa and Eastern Europe. He also founded 
the ProCredit Group, which operates 22 financial institutions dedicated to medium, small and 
micro businesses in developing countries. 
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    Accion Comunitaria del Peru

The trail back to the origins of  Mibanco, the largest specialized microfinance bank in 
Peru today, takes us to Joe Blatchford, an American university student who in 1959 read 
of  the hostile shouts and stones thrown at Richard Nixon when the Vice President visited 
Venezuela and Peru. Blatchford decided to do something about those bad relations, and he 
had an idea – a good will tour. An amateur tennis player and jazz musician, he set out with 
three friends to visit thirteen countries, playing exhibition tennis, holding jazz concerts, 
and making friends. Soon after, he met Eugene Burdick, author of  The Ugly American, a 
bestselling novel that criticized the anti-democratic bias of  American foreign policy. Bur-
dick encouraged him to pursue his efforts. Two years later Blatchford founded Accion 
International, a non-profit organization dedicated to help poor people help themselves. 
There would be no money from government and no gifts, and funding would be sought 
from private companies. 

Mike Mehrer was sent by Accion International to Peru in September 1968 to create and be 
the first Executive Director of  a local affiliate, Acción Comunitaria del Perú (ACP). Seeking 
financial support, Mehrer contacted big American companies in Peru, such as Sears Roebuck, 
Chrysler and Citibank. For the recruitment of  Peruvian backers, he depended on Felipe 
Thorndike, a dynamic, popular and persuasive Peruvian businessman who rounded up a 
triple A board of  directors. Launching was scheduled for October 3rd, but the morning news 
that day announced that a military coup had taken place, and that General Juan Velasco had 
replaced President Fernando Belaunde. ACP was finally launched on January 13, 1969.

Over the next thirteen years ACP carried out a variety of  developmental projects. Some 
were microfinance ventures, but the main focus was on the creation of  community organi-
zational capacity for self-help projects, mostly in Lima and in barrios of  a few other cities. 
But ACP was slow to develop support. Peruvian business groups were taking multiple 
hits from Velasco’s socialist-leaning government, and ACP’s dedication to organizing the 
poor did not appeal to business leaders. The government, in turn, was cool to the USA. 
The Peace Corps was expelled in 1975, and allegations that Accion was linked to the CIA 
were repeated. But in May 1970 an earthquake destroyed several cities in northern Peru, 
and ACP soon found itself  helping with emergency reconstruction efforts. The tenuous 
relationship with the government was strengthened by Carlos Delgado, a sociologist who 
became Velasco’s ideologue and saw usefulness in ACP’s community work experience.
 
During this period, however, ACP remained a small and poverty-stricken institution. In 
October 1974, for instance, ACP found itself  in a budget emergency, unable to meet its 
next payroll. The organization possessed no less than four telephone numbers, a small gold 
mine at a time when telephones were so scarce that each line sold for thousands of  dollars. 
ACP president Fortunato Quesada instructed the executive director Manuel Montoya to 
sell one or two of  the lines and to prepare ACP for closure. It was a Friday. On Saturday, 
Montoya went for his routine weekend stroll downtown with his children, dropping in at 
the main post office where he checked his P.O. Box. That day he found a letter from the 
Rockefeller Foundation enclosing a check for US$13,000. “Saved by the bell,” is how Que-
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sada remembers the moment. The donation was the result of  a request made by Montoya, 
who some days before had taken advantage of  a visit to Lima by a Rockefeller representa-
tive. Montoya had asked for a much larger sum, and had already been turned down, leaving 
him with the impression that there would be no support at all. ACP remained alive, though 
its budget continued to be threadbare. The minutes of  an ACP Board meeting on October 
1975, for instance, reported that total income from donations and consulting services since 
January that year totaled US$110,198. 

ACP’s first project, initiated in 1969, had a microfinance component, though it was more 
the result of  circumstances than a plan. The project was to help residents of  a new squat-
ter settlement called Pamplona Alta, on the outskirts of  Lima, to install power connec-
tions in their homes. The total cost was estimated at US$12,900. Montoya decided to ask 
Pancho Wiese, a member of  the ACP Board and President of  Banco Wiese, for a loan. At 
first, Wiese refused, doubting that the homeowners would be able to repay the loan. But 
Montoya insisted and Wiese finally agreed on condition that the borrowers first deposit 
one third of  the cost. According to Montoya, Wiese thought that the group would not be 
able to save that amount, but within six months the target had been reached and the loan 
was duly made. The savings plan continued until the loan was repaid. The organization 
was based on city blocks. At first, dues were collected from each resident of  each block 
and delivered to the community coordinator, who then delivered the funds to the bank, 
but each block had a passbook where its savings were recorded. Later, ACP persuaded the 
bank to send a collector to the settlement, and to give each resident an individual passbook. 
The project became a model for successive power connection projects in other settle-
ments, and the number of  projects grew rapidly. By 1971, 36 communities had received 
loans for power connections and had saved US$263,385 in their accounts. Moreover, the 
communal savings model was applied for other types of  utilities infrastructure in urban 
squatter settlements. 

ACP’s first president, Felipe Thorndike, had set out an ambitious agenda consisting 
of  eight different lines of  activity. Fortunato Quesada recalls that, when he succeeded 
Thorndike in 1973, he thought it more realistic to narrow the agenda, and make microfi-
nance a major part of  the plan. Using donations to a revolving fund, he began to approve 
small loans to individual borrowers whose creditworthiness came to be known through 
ACP’s community work. The loans were at times no more than one or two dollars, but the 
procedure required approval by two Board members, in practice Montoya and himself. At 
one moment, a larger credit was made to the members of  a self-help housing project in the 
town of  Moche on the northern coast, but only as a bridge loan to cover a disbursement 
delay by the Housing Bank. Later in the 1970s, ACP received new donations assigned for 
individual credits, including one for a revolving fund for small artisan workshops, and the 
donors included Banco Continental and Banco Wiese. Both Montoya and his associate 
José Orderique recall that the experience with those funds was poor, and that most of  the 
money was lost. 
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During those years Montoya traveled abroad to become acquainted with credit experiments 
that were being carried out in other countries, such as Colombia, Brazil and the Dominican 
Republic. Visiting the Carbajal Foundation project in Colombia in 1981, he met William 
Tucker, an Accion consultant. Back in Peru, Montoya wrote Accion headquarters to request 
the services of  Tucker, who arrived in Lima in 1982. His terms of  reference were to cre-
ate a financially self-sustaining microcredit program. It was a “strange” objective, as Tucker 
remembers, but understandable coming from businessmen. And, one might add, from an 
NGO working on a shoestring. ACP president Daniel Rodriguez Hoyle and most Board 
members were prominent business leaders, but they had had little success as fund-raisers. 

The consensus opinion at the time was that the poor could not afford to pay market 
interest rates, and therefore, that credit had to be subsidized. Tucker was aware of  ACP’s 
bad experience with credit experiments in the late 1970s, and he was familiar with several 
credit projects in other countries. A study called Pisces (Program for Investment in the 
Small Capital Sector), carried out in the late 1970s by Jeff  Ashe of  Accion, at the request 
of  USAID, had identified a variety of  approaches and results, but no clear, single solu-

Manuel Montoya Larios was hired in 1968 by the group 
of  businessmen who were creating ‘Acción Comunitaria de 
Perú’ (ACP). ACP originally focused on the promotion of  
neighborhood organization, small scale building schemes and 
community saving schemes. When Montoya became ACP’s 
executive director in 1974, ACP began to promote and fi-
nance microenterprises with mixed success. 

In 1982, Montoya collaborated with Accion International 
adviser William Tucker, to create the financially self-sustain-
ing microcredit program “Progreso” which became a model 
for other countries such as NGO Prodem (founder of  Ban-
cosol) based in Bolivia.

In the early 1990s, Mr. Montoya sponsored a project which 
implemented credit programs in Chambers of  Commerce in 
6 coastal regions of  Peru: Lima, Trujillo, Chiclayo, Piura, 

MANUEL MONTOYA LARIOS

Arequipa and Ica.  The positive impact of  these projects is still apparent, as they laid the 
groundwork for three Edpymes. 

Endorsed by Alberto Fujimori’s government, ACP became Mibanco in 1998. Montoya be-
came the first executive director of  the bank, which catered exclusively to microenterprises. He 
stepped down in 2004, after 36 years of  service in ACP, but has continued his commitment 
to microfinance.
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tion. Nonetheless, the study became the basis for a new experiment applied in the 
Dominican Republic by Steve Gross, of  Accion, with highly promising results. In 
addition to an emphasis on cost minimization, the key feature of  Gross’ approach 
was the solidarity group, and the model began to be replicated in other countries. 
As described by Elisabeth Rhyne, 

“the solidarity group model … contained much more than a new form of  guarantee. It 
included the idea of  operating close to the ground, using local knowledge to select good clients. 
The product was a simple loan, delivered quickly and easily, appealing broadly to people in 
the market, free from the weight of  training requirements and restrictions on usage. The 
model also emphasized keeping costs low with a lean staff, plain offices, and efficiency. Fi-
nally, it included the idea that staff  would have incentives to enforce on-time collections.6 

Tucker had not been to the Dominican Republic, but he had heard of  Gross’ mod-
el at a conference, and was familiar with its reputed success and specific details. 
So, even though the concept of  self-sustaining microcredit was, indeed, unusual 
at the time, Tucker was equipped with information that guided his design for the 
program that he devised and applied in Peru.

Tucker’s starting point, which he attributes to his colleague José Orderique, was a 
matter of  attitude: borrowers were not to be considered poor persons, but busi-
nessmen; not beneficiaries, but clients. They would be treated with dignity, making 
it clear to them that borrower and bank were entering a mutually beneficial rela-
tionship. And borrowers would be made to see themselves as a crucial part of  the 
economy. To boost their self-confidence, they would be told that, in the national 
economy, they were “the base of  the pyramid, 60 percent of  the production.” 
One of  ACP´s objectives would be the empowerment of  borrowers. On the walls 
of  their agencies, a poster announced, “You decide your own loan.” First-time 
borrowers would be checked out in their businesses and homes in the same way 
as Caja clients, but the poster’s message was about the advantages of  being a re-
sponsible debtor: punctuality and repayment would be rewarded with continuing 
access and larger loans. 

The credit program designed by Tucker and Orderique followed the solidarity 
group model of  Gross. At the time, the number five had become cabalistic; previ-
ous group lending experiments in different parts of  the world had fixed on that 
number as the ideal size of  a group, and ACP followed suit when it launched its 
program, though by 1991 group sizes had begun to vary. 

There were two classes of  loan, one for shopkeepers and market sellers, a second 
for artisans, both payable in two months. Most of  the lending was for the first 
group, with loans averaging US$74, while artisan loans averaged US$170. When 
the program was launched, ACP had one agency with a staff  of  seven in a settle-
ment on Lima’s outskirts called San Juan de Miraflores. A first-time soft loan for 
US$500,000 had been arranged with the IDB but disbursement was delayed.
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The launching of  what was baptized as Programa Progreso went ahead in November 1982, 
thanks to what began as a bridge loan from Banco Wiese, but which turned into a line of  
credit into the 1990s, adding to the IDB’s money, once it came onstream. Between 1983 
and 1986, outstanding loans rose to about half  a million dollars, and by 1987 had reached 
between one and two million. The number of  offices grew to four – all in Lima - and the 
staff  to sixty. By 1990, ACP had financed 16,361 microenterprises. 

The end of  decade crisis was harder on ACP than on the Cajas. As inflation speeded up, 
both institutions imposed shorter and shorter terms in their lending, but whereas Caja 
capital and loan volume continued to grow, ACP loan volume was cut sharply in 1988. 
Towards the end of  that year, two of  its four branches were closed, and the loan portfolio 
fell to under US$100,000, and remained at that level until the end of  the decade. It would 
be six years before ACP recovered the level of  lending it had achieved in 1987. And it was 
only by a temporary foray into the consulting business that, finally in 1993, ACP finances 
returned to their 1987 level. Inflation flattened ACP finances, and ACP probably suffered 
when Banco Wiese, its principal financial partner during the 1970s and 1980s, was na-
tionalized, on July 1987. In fact, all private banks were covered by the measure, and the 
measure was eventually reversed. When workers in Banco Wiese headquarters refused to 

After earning his MBA degree at George Washington Uni-
versity in 1977, Tucker was hired by Accion International, a 
small institution at the time. His first assignment with Accion 
International was to develop a microenterprise program with the 
Carvajal Foundation in Colombia, modeled on its microfinance 
program in Recife, in northeastern Brazil.

Tucker came to Peru in 1982 as a consultant for Accion In-
ternational, to assist Acción Comunitaria del Perú (ACP) in 
creating a self-sustaining microcredit program. Working side 
by side with community development expert, José Orderique, 
the two men launched “Programa Progreso”, unsecured credits 
based on peer groups. “Progreso” became a model for later pro-
grams of  Accion International in several countries. In 1983, 
ACP’s “Progreso” became the first self-sustaining microcredit 
program in Latin America. It created the platform that was 
later converted into Mibanco, Peru’s first bank dedicated to mi-
croenterprise.

WILLIAM TUCKER

Since then, Tucker has worked with microfinance in over 40 developing countries. Currently, he 
is Executive Director of  SEEP Network, an organization that aims to connect microenterprise 
practitioners in a global learning community.   
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open the doors to the appointed new government managers, the government used a mob 
armed with sticks to break down the doors. Guillermo Wiese, president of  the bank, was a 
founding member of  the ACP board, and though he later withdrew from the Board, Banco 
Wiese was the group´s principal partner its in early banking operations. Annual meetings 
of  the ACP Board, for instance, were held at the bank’s headquarters, and, since 1982, the 
bank had become a source of  funds for the growing Programa Progreso. 

On this episode Adolfo Bravo, director for technical assistance of  ACP during the 1980s 
and 1990s, wrote in 1991 that “Life gives us surprises … we saw our loan fund reduced by 
hyperinflation, which had reached US$2 million at one moment, to a bare US $100,000.” 
But Bravo was hopeful, “Our financial assets have recovered to US$500,000 [in 1991], and 
we have commitments for new funds for up to one million dollars. We will again join the 
million dollar club of  microcredit programs in Latin America.”7

In 1969, while working as a volunteer in Pamplona Alta, a 
recent squatter settlement in Lima, José Orderique, an educator 
by profession and vocation, was called by Acción Comunitaria del 
Perú (ACP) to develop community projects in the area, promot-
ing the organization of  neighborhoods and community savings for 
water, sewage and electrification projects.  

In 1982, he worked alongside William Tucker in the design of  
“Programa Progreso”. “He was the genius behind the education 
and community part of  the Program,” says Tucker.  The mi-
crocredit program, aimed at merchants in the informal sector in 
Lima and which began in San Juan de Miraflores, would become 
a milestone in ACP’s history. 

JOSÉ ORDERIQUE CARRANZA

 “My objective was to get the informal merchants and producers to recognize that their work was 
very important for the country, that they were the base of  the pyramid of  our economy, and that, 
if  that base were to progress, the whole country would progress,” says Orderique.  “We began to 
treat them for what they are, as entrepreneurs, as people with microbusinesses,” he emphasizes.

Orderique continued working as a Social Promoter in ACP for almost 30 years, as Education 
Development Manager, Operations Manager, and as a consultant in the implementation of  
finance programs for micro businesses as part of  an agreement between ACP, Chambers of  
Commerce and the IDB. He has also been a speaker at national and international forums, both 
in Peru and abroad. 
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    NGOs as Brokers

When Susana Pinilla launched the Instituto de Desarrollo Informal (Idesi) on February 28, 
1986, her plan was to be a broker between banks and borrowers. Lenders and microentre-
preneurs were “two separate universes” which needed to be brought together. (“Down-
scaling” was not yet in use.) Once a relationship was established, Idesi’s job would be done. 
The work would necessarily be carried out on two fronts: banks had to be “sensitized” 
and encouraged to work with tiny producers; and microentrepreneurs would be trained, 
advised, organized and “formalized” through completion of  licensing and registration re-
quirements. With Idesi’s help, banks and borrowers would approach each other.

Like Gabriel Gallo when he thought up and set off  the boom in municipal Cajas, Pinilla 
was barely out of  university, and moved rapidly. Top of  her class, she completed her an-
thropology degree, went on to field work on street vendors as part of  a Cedep study of  
the informal sector in Peru funded by Canadian aid and the International Labor Organiza-
tion, then to drafting the jobs creation sections of  Alan García’s electoral platform, and to 
agreeing to a proposal that she create an institution to assist informal producers. 

Pinilla chose to begin her brokering role with a formal lender that called itself  a bank, 
acted like a bank, but, oddly, was not legally a bank - the Central Credit Cooperative. The 
CCC had been created by Father Dan McLellan in 1959 to act as a funding source for 
credit unions, but was in the process of  transforming itself  into a retail lender due to the 
widespread collapse of  credit unions during the 1970s. CCC was a plausible choice. It had 
already ventured into microenterprise lending, and what is more, it had acquired experi-
ence in the use of  guarantee funds, precisely the instrument recommended by Cedep to 
break down the risk barrier in microenterprise lending. The guarantee fund was already on 
the scene, and would play a key role in Pinilla’s brokering work, but also in that of  several 
other NGOs during the 1980s and 1990s. 

CCC’s experience with microenterprise lending was recent. It began with a program of  
loans to small manufacturing workshops financed with US$3 million in funding, of  which 
one third was provided by the Dutch development bank FMO. Operations began in 1984, 
with loans running between US$500 and US$20,000. A 1989 evaluation stated that CCC 
had been successful in generating creditworthiness in a group of  small enterprises that 
later became customers of  other banks in the system. CCC’s experience with guarantee 
funds began in 1984, and was the result of  aid provided by the Organization of  American 
States (OAS) to support Prodese, a Ministry of  Labor program for social development 
and employment. OAS money was used to create a guarantee fund, called Fogasi, which 
covered loans made by CCC to sellers in a street market called Parada de San Juan, in a rela-
tively new and poor district in Lima. CCC’s partner in that experience had been Alternativa, 
an NGO with five years of  experience working in that district, and which carried out the 
identification and evaluation of  potential borrowers. A second experience with a guarantee 
fund began in 1986 when CARE set up a guarantee fund to back a program of  loans by 
CCC to small manufacturing enterprises in Lima´s Cono Norte, an enormous complex of  
squatter settlements to the north of  the center of  the city. The loans stretched to between 
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12 and 24 months and were accompanied by technical assistance. The guarantee fund was 
equivalent to 50 percent of  CCC’s lending in the program. During the 1980s and 1990s, 
this experience proved to be particularly influential in the creation and design of  other 
efforts to induce banks into microenterprise lending through the use of  guarantee funds, 
including those of  Banco Internacional, Banco Wiese, Banco del Sur, and Caja Municipal 
de Crédito Popular.8 

In addition to CCC, the state-owned Banco Industrial del Perú had also been targeted for 
an experiment with a guarantee fund prior to Idesi’s appearance. In 1982, AID proposed 
an agreement with Banco Industrial to finance “businesses and workshops in marginal 
urban areas,” the shanty towns that surrounded Lima and other cities. Lending began in 
1983; the equivalent of  US$725,000 in Peruvian currency was provided by USAID. The 
selection, evaluation and training of  borrowers were carried out by CARE Peru, using 
visits to borrowers´ homes to gather impressions the character of  the applicants. Eventu-
ally, operators of  about 2,000 small manufacturing workshops received first loans, on an 
individual basis. However, USAID had introduced a condition for subsequent lending to 
any one borrower, namely that they were “formalized,” meaning in compliance with reg-
istration requirements and with tax payments. When the first loan repayment cycle had 
been completed, it was discovered that many borrowers had not licensed their business or 
were not on the tax rolls. Rather than cut off  funding, CARE Peru decided to provide a 
guarantee that allowed Banco Industrial to continue lending.

Idesi and CCC began their project in 1986; the arrangement with CCC included a small 
loan guarantee fund of  US$10,000 provided by Idesi, using a grant of  US$50,000 from 
ILO, and CCC agreed to lend up to five times that amount. Later, CCC raised the com-
mitment to ten times. A condition of  the agreement, that loan delinquency not exceed 5 
percent of  the outstanding loans, was met, allowing the fund to be turned over repeatedly. 
Part of  the model required borrowers to create savings accounts, which in effect increased 
the coverage of  guarantee. CCC-Idesi lending was based on the peer group model, with 
groups of  five, a decision that had perhaps been influenced by William Tucker, who be-
tween 1986 and 1987 transferred his advisory work from ACP to Idesi. Within a few 
months, the success of  the CCC program led Idesi to create a similar, guarantee fund-
based program with another lender, the Caja Municipal de Crédito Popular de Lima, using 
funds from the UNDP and ILO for the guarantee.

What happened next was almost ballistic. In the space of  one year, Idesi exploded from 
being one of  many small NGOs, into the largest microfinance player in Peru by a large 
margin. The lending promoted by Idesi grew from US$1.2 million in December 1986 to 
US$12.0 million at the end of  1987, and the number of  borrowers from seven thousand 
to almost fifty thousand. Their offices expanded from 11 in 1986 to 28 in 1987, of  which 
half  were located outside Lima. From the beginning, Idesi opted for decentralization, not 
only by opening provincial offices but by decentralizing control to local Idesis directed by 
a diversity of  local institutions. 
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Anthropologist turned banker and daughter of  a promi-
nent educator who founded the Universidad de Lima, 
Pinilla went from research on street vendors to establish 
and direct an NGO—Idesi—that, between 1986 and 
1989, became Peru´s largest microfinance lender. Its 
growth was strongly supported by the government and 
foreign donors, and was aided by a policy of  decentral-
ization which, by 1989, claimed 19 fully decentralized 
regional Idesi´s. 

Susana Pinilla has maintained links with Idesi, under-
taking various roles as the organization evolved, such 
as president of  Idesi Nacional, Idesi Lima and presi-
dent of  the board of  Edpyme Proempresa. She has also 
provided consultancy services to several credit programs 
abroad and served as president of  the International Sec-
retariat of  the International Network of  Alternative 
Financial Institutions, of  which she is also a founder. 
Pinilla has recently served as Minister of  Labor and 
Employment Promotion (2006-2007) and Minister of  
Women and Social Development (2007-2008).

Susana Pinilla

Germán Falcón/Empresa Editora El Comercio S.A.

Pinilla´s creativity and energy were evident in this explosion. But just as clearly, govern-
ment policy had taken up the massive, high-speed cause. Idesi’s logarithmic growth was 
made possible by substantial funding from the Central Bank, and from private banks and 
external agencies that responded to government promptings. President García’s most in-
fluential economic adviser was Daniel Carbonetto, who during the early 1980s had worked 
with Prealc and Cedep researchers, including Pinilla, on studies related to unemployment 
and to the informal sector. In August 1986 the Central Bank approved the National Fund 
for Credit for the Informal Sector (Foncresi in Spanish), a credit line assigning US$2.5 mil-
lion - eventually raised to almost US$12 million – which could be drawn on by banks that 
entered into microcredit agreements with Idesi. Government money became a substitute 
for the guarantee fund, and permitted a quantum leap in the scale of  lending and in the 
number of  banks involved. The hope was that banks would learn to work with small enter-
prises and eventually commit their own funds, but this never happened, as Pinilla admitted 
in a 1990 paper.9 Almost certainly, García’s 1987 decision to nationalize private banks, 
though overruled by the courts a year later, cooled any budding enthusiasm for Idesi’s 
projects. The Banco de Crédito (BCP), Peru´s largest bank, had committed US$275,000 of  
its own funds to Idesi projects in 1986, with excellent results. BCP had decided to renew its 
funding, but, according to Pinilla, the decision was reversed when, a few months later, the 
government sent a light tank to break open the bank’s doors and enforce the takeover. 
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In addition to Central Bank money, Idesi drew on other sources to back lending to mi-
croenterprise ventures. Thus, contributions from Novib-Holland and FMO were used to 
create guarantee funds. By 1990, it was using a mix of  direct lending, guarantee-backed 
loans from banks such as CCC, and Foncresi funding to reach between 11,000 and 12,000 
borrowers with a loan portfolio of  US$2.4 million. The credit models had also diversified: 
peer groups, individual loans, and loans to associations for individual on-lending were be-
ing used. 

In 1987, Idesi-promoted lending represented between 60 and 80 percent of  total microcre-
dit in Peru; in 2008 that ratio was barely one percent. Its trials between 1988 and the early 
1990s were of  biblical proportions: the attempted nationalization of  private banks struck 
at the heart of  Pinilla’s brokering and downscaling vision; and hyperinflation and severe 
recession did the same by destroying many banks and increasing risk aversion of  those that 
survived. Idesi’s first and principal partner, CCC, which had looked especially promising as 
a formal financial institution willing and able to become a microenterprise lender, disap-
peared in 1992, though shortly before being closed it had finally become a legally recog-
nized bank. The future of  Idesi depended increasingly on its switch away from brokering 
to direct lending. Idesi survived, though mostly in the form of  a network of  fragmented 
local Idesis and a new microfinance institution, Edpyme Proempresa, which was created in 
1997 by the union of  several local Idesis.

Part of  Idesi´s legacy was the discovery of  small enterprise potential in the provinces, 
which came about with the establishment of  regional offices. From the heights of  Lima, 
the provinces were looked down on as a vast territory, rich in natural resources, but with 
little other productive potential beyond the occasional factory. Microenterprise lending 
was in part a consequence, but also a cause of  that discovery. More generally, Idesi’s en-
ergetic though short-lived expansion during the 1980s contributed to the growing aware-
ness among NGOs, bankers, officials and the general public that small and even micro 
enterprise, both in Lima’s poor neighborhoods and in provinces, was productive and po-
tentially creditworthy. Also, Idesi´s experiments with guarantee funds helped to generalize 
the instrument, which went on to play a much larger role in the 1990s, when banks had 
recovered from the crisis. 
 

1 According to Gallo, Zeitinger wrote a short report, and a more interesting long report containing the important recommenda-
tions mentioned in the text. 
2 The training center was later moved to Lima, where it was housed in the former East German embassy. Its director for many 
years was Ana Jimenez. 
3 Cited in Tello (1995), p. 20.
4 Caja de Piura Board document. The proposal says that the loans “estarán destinados, preferentemente, a facilitar el acceso al 
crédito a los sectores sociales menos favorecidos, así como a apoyar la incorporación a la actividad formal de los agentes económi-
cos que se encuentran al margen de la misma.” The document was approved in a Board meeting on 22nd October, 1987. 
5 Chavéz and Chacaltana (1994), p. 77. 
6 Rhyne (2001), pp. 60-62.
7 Bravo (1991), pp. 77-84.
8 Chavez (1994), pp. 35-36.
9 Pinilla (1990), pp. 87-121. 
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The period of  civil war and economic turmoil that dominated the late 1980s gave way 
to a new phase in the 1990s in which terrorist movements and an economy in crisis were 
brought under control. Peru’s economy and political system underwent a sweeping trans-
formation. The significant gains in economic stability came at a cost as authoritarian rule 
and, ultimately, corruption pervaded the highest levels of  government. The remake of  the 
economy placed market forces and private enterprise at the fore, and the financial system 
was brought into line with the precepts of  liberal economics.
 
The wrenching changes in the macroeconomy brought many positive results for microfi-
nance during the decade. Inflation had wiped out the loan portfolios of  lenders, bringing 
microfinance institutions to their knees. Whipping inflation in the 1990s allowed micro-
lending to get back on a sound footing, charge more reasonable interest rates to clients 
and operate within a more normal risk environment. The government recast the National 
Development Bank, Cofide, allowing it to lend only to regulated financial institutions and 
mandating a social purpose that resulted in directing up to US$600 million to microen-
terprise lending throughout the decade. Banking supervision of  microfinance institutions 
improved during this period, and contributed to opening the market for their expansion.

    Attacking the Ravages of  War and Economic Collapse

As the decade of  the 1990s dawned, a perfect storm raged over Peru. The country was 
mired in a deep recession and the population was in the grips of  an expanding civil war. 
The slumping economy plodded grimly towards a negative growth rate of  -4.9 percent for 
the year and inflation soared to 7,560 percent in 1990, the highest in the world. From the 
mid-1980s and until 1993, Peruvian workers took a beating from inflation that devoured 
their earnings and from the shrinking economy that wiped out jobs. When President 
García left office in July 1990, 44 percent of  households eked out a bleak existence with an 
income below the poverty line of  US$2 per day per capita. The economy was so devastated 
that GDP per capita of  US$1,588 per year was the same as in 1960.1

The war waged by the Mao-inspired Sendero Luminoso (Shining Path) guerrilla movement 
terrorized the hinterlands, took tens of  thousands of  lives, drove hundreds of  thousands 
of  peasants to flee into crowded cities and caused another 400,000 Peruvians to leave the 
country over a period of  10 years. Shining Path bombed economic targets including elec-
trical poles, bridges, railroad tracks, factories, apartment buildings and other types of  infra-
structure, as well as isolated targets like dairy farms and mining installations. Throughout 
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the 1980s, economic production fell as capital flight averaged US$ 600 million a year. Ter-
rorists’ movements, or the threat of  attacks, disrupted farming, mining and industry and 
called for tightened security at productive establishments that cost about US$ 1.5 billion 
between 1988 and 1991. The total financial cost of  the terror between 1980 and 1992 is 
estimated at nearly US$ 25 billion or US$ 1,250 for each man, woman and child, an amount 
almost equivalent to the average annual income of  Peruvians at the time.2

Alberto Fujimori, an outsider who came to politics from a career as an engineer and presi-
dent of  the agrarian university, took office as president in July 1990 and, with his 1995 re-
election, ruled throughout the decade. He proved to be a decisive leader determined to set 
Peru on a different path, and he started by defeating the twin ills of  economic devastation 
and the Shining Path war of  terror that were the legacy of  previous governments. 
 
In his first month in office, Fujimori launched a shock program aimed at slashing inflation. 
The policies corrected and stabilized tariffs on public services and eliminated the government 
deficit and multiple exchange rates. Over the next two years, Fujimori engineered tax and la-
bor reforms and openings to trade and capital markets that firmly established an orthodox 
economic policy. These measures created conditions for later economic stability and growth. 

Leading an assault on poverty and extreme poverty, especially in the highland regions, was 
considered a vital part of  a national security strategy by the Fujimori administration. Shin-
ing Path –a movement founded in Ayacucho, a provincial capital in southern Peru—had 
quickly gained a foothold in poor, indigenous communities in the rugged Andes. A wildly 
accepted explanation, among Peruvians, for the success of  terrorists in gaining recruits 
and expanding even as they attacked poor peasant communities was simply: “The State 
is absent.”  The lack of  basic services such as paved roads, electricity, health clinics or 
agricultural technicians underscored the government’s neglect of  indigenous and farm or 
provincial families. During the 1990s, there were no regional or state governments. The 
only public authorities, the central government and municipal governments, were severely 
handicapped by scant budgets and a lack of  trained staff. In 1991, the National Compensa-
tion and Social Development Fund (Foncodes in Spanish) was created as a multi-faceted 
approach for attacking extreme poverty and financed infrastructure projects, social pro-
grams and development of  productive activities. 

Fujimori’s leadership combined populism with neoliberal economics. He had won the 
presidential election without a political party and led the country by reaching out directly 
to the populace, especially the lower classes. The President’s frequent visits to the hinter-
lands to inaugurate small bridges over impassable gullies, refurbish schoolhouses or hand 
out farm equipment, became a trademark and showed the government was responding to 
the needs of  long abandoned communities. These countless low-cost, high-impact public 
works built his base of  support among diverse groups “that had always been losers in the 
distribution of  benefits from earlier economic strategies.”3

 
The dramatic political events that became hallmarks of  Fujimori’s first administration oc-
curred over the course of  a few months in 1992. On April 5, Fujimori boldly dissolved 
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Congress, suspended the Constitution and reorganized the judiciary, creating the Govern-
ment of  Emergency and National Reconstruction. 

Five months later, on September 12, 1992, an intelligence unit captured Abimael Guzmán, 
the leader of  Shining Path. Seizing Guzmán dealt a devastating blow to the vertical structure 
of  the guerrilla group. Not only did it lose strength immediately, but by 1995, Shining Path 
was considered effectively defeated. Terrorist bombings came to a halt, fear began to dis-
sipate in the cities and the process of  pacification began. The war had claimed an estimated 
69,000 lives. Beating terrorism and inflation became the pillars of  Fujimori’s popularity. 

The economy remained in recession through 1992, when growth was a negative 2.8 per-
cent, but inflation was brought down to its lowest annual level in 15 years, 56.7 percent. 
The recovery began in 1993; inflation came down to 15.4 percent in 1994, and domestic 
and private investment rose sharply through 1997. By March, 1993, Fujimori had settled 
the government’s lapsed obligations to the International Monetary Fund (IMF) and the 
World Bank, putting Peru back on the right footing with the world’s financial markets 
and regaining access to international lending. The economic policies charted by Fujimori 
became law after the new Constitution was approved by a referendum (52.24 percent for 
and 47.76 percent against). The Constitution, which took effect on December 29, 1993, 
mandated autonomy for the Central Bank, national treatment for foreign investment, a 
deregulated private sector and a strong state role in development. 

Stabilization fueled steady growth from 1993 to 1997: GDP rose by 6.4 percent, 13.1 
percent, 7.3 percent, cooled but remained positive at 2.6 percent in 1996, and rose again 
to 7.0 percent in 1997. In 1998 and 1999, Peru took a beating, hit by external shocks from 
the Asian and Russian crises and the Brazilian devaluation and the El Niño floods. Growth 
dropped to 0.3 percent in 1998 and was 3.8 percent in 1999. 

The numbers showing recovery conceal the harsh reality of  daily life for most Peruvians. 
In 1994, 49 percent of  the population lived in poverty. In December 1993, the World Bank 
loaned the Peruvian government US$ 100 million, matched by another US$ 100 million 
from the Inter-American Development Bank (IDB), for a wide-ranging program to last 
over three years that would support poverty alleviation and “mitigate the social costs of  
macroeconomic adjustment” by generating employment, improving social services and ex-
tending the outreach of  other health and education programs. During the Fujimori terms, 
public expenditures on poverty reduction programs rose from 7.1 percent of  the budget 
in 1993 to 11.1 percent in 2000. Social spending as a whole rose from 3.2 percent of  GDP 
to 8 percent of  output in the same years.4 

This increase achieved important results. Food aid reached 42 percent of  all households.5  
At the end of  the decade, however, social indicators deteriorated in the wake of  external 
shocks to the economy and a financial crisis. Between 1997 and 2000, the number of  poor 
families in Peru rose to 54.1 percent from 50.7 percent of  the population, of  which the 
extremely poor made up 14.8 percent. Poverty in metropolitan Lima climbed to 45.2 per-
cent from 35.5 percent.6 
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    Cleaning House: A New Framework for Banking 

Fujimori’s broad agenda of  market reforms called for cleaning up the financial system to 
make it a smooth-running machine that would contribute to restoring a robust private sec-
tor and help promote investment and economic growth. 

The grand plan for the financial reform, and all the Fujimori reforms, was created jointly 
by Felipe Morris, a Peruvian economist and experienced international consultant, working 
in tandem with a team of  technicians from the IDB. Finance Minister, Carlos Boloña, gave 
his right-hand man, Morris, the order to draft the scheme for restructuring the banking 
sector, “A Blueprint for Financial Sector Reform.” The plan focused on tackling the most 
serious problems in banking at the time: “the obsolete banking law, a weak superintendent, 
inefficient public retail banking, broke development banks (including Cofide) and a Central 
Bank ruled by the executive,” recalls Morris. Issues relating to microfinance were suspect 
in the minds of  the scores of  economists working to right a financial system on the brink 
of  collapse. These experts believed that microfinance was riddled with subsidies. They 
were focused on forging a consolidated financial system that would have no more than six 
banks, a number Boloña was quoted as saying would be right for the country.

In 1990, the Ministry of  Finance issued 117 legislative decrees that mandated an opening 
of  trade and financial liberalization, laying the groundwork for a market economy. Con-
trols on interest rates were lifted, negative rates ended and subsidized credit in the state-
owned development bank, Cofide, was eliminated. The economy team acted swiftly to 
eliminate financial institutions that were considered weak and, ultimately, state-run banks. 
In 1992, the savings and loan associations for housing disappeared, and most credit unions 
sank under the weight of  policy restrictions.

The financial reform created conditions that allowed the World Bank and IDB to lend to 
Peru which, in turn, made it possible for Peru to pay back the international financial insti-
tutions. In 1992, the IDB loaned US$ 200 million to the Finance Ministry to strengthen 
stabilization of  the macroeconomy, and later the World Bank also made a large loan.

 Development Banking Reforms

In early 1991, eight commercial banks owned by the state that accounted for one-third of  
the financial system—including Banco Agrario, Banco Industrial, Banco Minero and  Banco 
de la Vivienda— were intervened and later liquidated. Finance companies were also closed. 
During the following months, other government banks went broke—the Caja de Ahorros 
de Lima, Financiera Peruinvest, Banco Popular and Banco Central Hipotecario. Later that 
year, regional banks were absorbed: the Banco Regional Sur Medio y Callao by its owner, 
Banco de la Nación, and banks serving the Amazon, Andes and northern regions were 
merged with the publicly-owned full-service bank, Banco Continental. Peru became one of  
the few developing nations in which the state does not lend directly to the public.
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During this massive overhaul of  the financial system, the country’s leading development 
bank, Cofide became an endangered species. Besides being broke, it was also vulnerable to 
criticism because of  its massive staff  that had ballooned during the García administration 
and numbered nearly 1,000. 

In the late 1980s, the bank had loaned heavily to small farmers, public enterprises, large 
infrastructure and mining projects and trusts for banks, building up an unhealthy balance 
sheet. It had reached an arrears rate of  36 percent and zero return on capital, and later sold 
its delinquent portfolio to the Ministry of  Finance.7

The World Bank team that designed the financial reform proposed killing off  all govern-
ment-run retail lending, a move that would leave Cofide to operate as a second-tier bank, 
reports Morris. Cofide president Carlos Otero objected to this alternative and sought to 
preserve some retail lending functions for the bank. During 1991, at least one law included 
measures to liquidate it, but the measures were later revoked.
 
The transformation of  Cofide was officially sanctioned in a December 1991 law (Decree Law 
25382) that converted the institution into a second-tier bank. This law stipulated that Cofide 
could only lend through the national banking system. A subsequent law released in August 
1992 (Decree Law 25694) added a new objective to the bank’s social mission to finance “small 
businessmen and women and farmers, preferably in depressed areas.” According to the law, 
sustainable lending in support of  this mission was to be channeled through financial institu-
tions and development organizations that support rural production and small businesses. 

Getting the bank out of  the retail business made hundreds of  staff  obsolete. Cofide’s pay-
roll dropped instantly from over 900 to 100, say three former officials.8 The restructuring 
offered another important advantage: becoming a second-tier bank “minimized the risk 
of  corruption by forcing it to work only with supervised financial intermediaries,” re-
calls Otero. The bank was authorized to channel resources from multi-lateral, international 
and domestic agencies as well as funds from the central budget and donations. It became 
the only state-owned bank with long-term lending facilities, and although it was majority 
owned by the government, it was managed like any commercial bank. 

The overhaul of  Cofide demanded a change of  culture. Its executives organized and led 
“fundamental changes in the business strategy, organization, procedures, information tech-
nology, personnel, legal framework, ownership structure, financial structure, pricing and 
distribution channels,” says Martín Naranjo, business manager and international relations 
chief  at Cofide from 1986, and director general from 1994 to 1997. The engineers who had 
analyzed infrastructure projects and economic sectors were let go, and an evaluation unit 
staffed with information analysts was strengthened to scrutinize financial institutions that 
would on-lend Cofide credits. The bank achieved a turnaround in its finances, and by 1994, 
it could boast total assets of  US$ 544 million and a 2.9 percent return on capital.

However, even in 1994, the bank remained financially weak; 35 percent of  total loans were 
past due. Staff  members joked among themselves that they did not borrow, lend or collect. 
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“Our efforts were to get Cofide back on its feet; in fact, a very different pair of  feet,” quips 
Naranjo. Increasing exposure to microfinance institutions supporting rural and microbusi-
nesses was “a central part of  the strategy, but not the only one,” says Naranjo. Working 
on many fronts, over the next four years, Cofide tripled its assets from US$ 458 million 
in early 1994 to US$ 1.180 billion at the end of  1997, loan delinquency was slashed to 1 
percent and the rate of  return was 1.4 percent. Loans more than quadrupled to US$792 
million, profits increased 8.57 times to US$6 million and return on equity shot up from 
0.35 percent to 5.3 percent, states Naranjo.  

Cofide soon engaged with microfinance institutions, creating and securing funding for 
credit lines targeted for microenterprises. “The first thing we did was ask ourselves what 
were the intermediaries or windows that served that sector; it definitely wasn’t the banks,” 
says Marco Castillo then chief  of  finances of  Cofide. In late 1992, the operating finan-
cial institutions that targeted micro and small businesses were the municipal Cajas, credit 
unions and NGOs. The bank began to work with Idesi, the only NGO that had offices 
nationwide. This relationship of  financial intermediation proved catalytic for the later evo-
lution of  the NGO, according to Castillo. The lines had to be repaid, which required the 
non-profit organization to put its financial house in order, a process that enabled Idesi to 
later transform from an NGO into a non-bank supervised institution known as Edpyme. 
Cofide also began working with other NGOs and with Cajas. 

Cofide was able to grow alongside the Cajas which entered a period of  accelerated growth in 
1993 and required working capital to meet the demand for loans. New microfinance institu-
tions—specialized rural banks and regulated NGO lenders—entered the microfinance arena 
in the 1990s, fueling Cofide lending to the sector. By 1997, the bank’s previously tiny micro-
finance portfolio had increased to 10 percent of  total lending. Its loans to the sector went to 
Cajas because their portfolios were directed fully to micro and small businesses.  

As a development bank, Cofide became an important conduit for funds loaned by multilat-
eral development banks for on-lending to microfinance institutions. As early as 1992, CAF 
loaned US$25 million for Cofide’s line for support of  micro and small enterprises, known 
as Propem, and for another program called Promicro to finance feasibility studies and 
acquisition of  fixed assets by microenterprises. In 1995, the IDB channeled to Cofide the 
funds for Peru from its first Microenterprise Credit Global Program, a total of  US$35.7 
million comprised of  US$25 million from the IDB and a US$10.7 million counterpart 
contribution from Cofide. During the 1990s, the institution channeled well over US$100 
million in support of  lending to micro and small enterprises, including small farmers in 
rural areas. 

 Continuing Financial System Reforms

President Fujimori promulgated a host of  reforms during the decade that transformed the 
banking industry. The government eliminated state-owned banks which left banking (with 
the exception of  Cofide) in private hands. A bi-monetary system was established that al-
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lowed the free circulation of  the Peruvian New Sol and the U.S. Dollar. In fact, even today 
Peruvians may hold checking and savings accounts in Dollars as well as New Soles. Later 
reforms introduced measures that enhanced competition and supervision of  banking. 

In mid-1991, the first and most sweeping of  the financial reforms was launched and cre-
ated a stronger framework for bank solvency and supervision. The new Banking Law 
introduced financial deregulation, including the abolition of  directed credit allocations, al-
lowed the universal banking model, prohibited the government from owning or operating 
retail banks, permitted  foreign credit lines for banks, raised capital levels in accord with 
Basel requirements, toughened provisioning rules and introduced strict prudential norms. 

The banking sector was also strengthened by subsequent legislation. In 1991, a new law 
gave broad supervisory powers to the Banking Superintendency. In 1993, a new banking 
law was released (Decree Law 770) that gave greater attention to microfinance institutions 
than prior legislation and stated the specific regulations for housing savings and loan as-
sociations (called “mutuales”), rural banks, Cajas and credit unions. By giving definition 
and norms to the leading profit-making actors in microfinance, this law signaled the inclu-
sion of  micro and small enterprise lending in the larger financial system and opened the 
door for Cofide to lend to microfinance institutions. In December, 1992, new legislation 
narrowed the functions of  the Central Bank, setting as its sole priority maintaining the 
value of  the currency, and prohibiting it from lending funds to the government or state 
development banks. 

The last of  the three financial reforms of  the 1990s was decreed in December, 1996, 
and its language placed microfinance institutions on an equal footing with conventional 
multi-service banks (Law 26702). The category “Financial Enterprises” in the law made 
no distinction between the largest banks, finance companies and microfinance institutions, 
including Edpymes and rural banks. The law specified rules for weighting risk, minimum 
capital, effective shareholders’ equity  and levels of  loan loss provisions that would apply 
equally to Cajas. 

The central role that the Superintendency would have supervising banks was also codified 
in the 1996 law. The same reform also set international standards for Peruvian finance by 
aligning the legal framework with Basel criteria for prudential management. 

The law included several measures that would improve risk management in microfinance 
institutions and other financial institutions and protect savings. For the first time, the law 
stated that risk assessment would be based on the borrower’s capacity to pay and that guar-
antees would be considered only as the means of  last resort for recovering a loan. This rep-
resents a move away from a reliance on guarantees to evaluate credit risk, and compelled 
financial institutions to change their method of  evaluating risk to examine not only assets 
but also calculate cash flow, income and value of  assets after paying all debts. 

An important innovation in the law was the creation of  a modular scheme for authorizing 
transactions that financial institutions could conduct. The modular system groups together 
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transactions that must be backed up by capital reserves and prudential measures including 
risk management and internal and external auditing. Each module includes increasingly com-
plex or riskier financial operations, and the capital and management requirements escalate ac-
cordingly. Taken as a whole, the system of  modules creates steps which financial institutions 
can ascend, successively offering a wider range of  more sophisticated products in stages. For 
example, the law authorized NGOs to expand beyond loans and offer additional operations 
including transfer of  funds within Peru, processing payments of  public utility bills and issu-
ing money orders. To provide these services, however, they had to create a capital base of  
approximately US$255,000. This requirement was not a barrier for the leading NGOs, such 
as ACP, Idesi and CARE Peru; that considered converting or did become Edpymes. 

The law stated that the SBS would not authorize financial entities that concentrated their 
portfolio in a single economic activity. This meant the rural banks had to diversify, moving 
beyond a focus on agricultural production to provide credit for other types of  economic 
activity. Finally, the law authorized private companies to form credit bureaus. This opened 
the door to a credit bureau industry that, within a few years, would provide detailed and 
timely information on credit risk. 

    Microfinance Under Strain

The financial reforms created a framework for putting order into banking and financial 
transactions in general. However, economic disarray prevailed early in the decade and lim-
ited the scope of  impact of  the initial phase of  the reforms. The central government was 
acting swiftly to bring order and normality to the macroeconomy. The microeconomy 
was not a priority. Micro and small entrepreneurs and the institutions that loaned to them 
were buffeted by the shocks and changes jolting the economy. “We had the idea of  help-
ing micro and small enterprises, and proposed this to the government in 1993, and they 
were fixing the macroeconomy,” says Ricardo Márquez, a leader of  the National Society 
of  Industry (SNI) at the time and an active promoter of  small enterprise. He later became 
vice president in Fujimori’s second term. 

Recession and turbulence in the economy exacted a heavy toll on all segments of  Peru’s 
evolving microfinance industry. The credit union movement took a nosedive in 1990. In 
the early 1990s, municipal Cajas, mutuales, and NGOs such as Idesi, saw their loan portfo-
lios and client base slump. From 1991 to 1992, the volume of  microenterprise lending fell 
to US$47.7 million from US$83.4 million and clients dropped to 18,100 from 62,400.  

From the earliest days of  the Fujimori administration, credit unions came under pressure. 
In the view of  credit union leaders, the government intended to sink the credit union 
movement and open the financial system to Chilean banks. What is certain is that by 1990, 
many credit unions were financially vulnerable, weakened by inflation and, in not a few 
cases, from corruption. Credit unions already on a shaky financial footing were dealt a 
mortal blow by astronomically high inflation. 
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The August 1990 economic shock package precipitated the closing of  41 credit unions. The 
government’s decision to lift subsidies raised prices in the economy by as much as 300 per-
cent, and sank the weak credit unions, says Manuel Rabines, who now serves as president 
of  the credit union federation, Fenacrep. The measure effectively reduced the amount of  
money available, since every unit of  money was suddenly worth one-third what it was worth 
just days or weeks before. Even so, more than 600 cooperatives, nearly half  of  them credit 
unions, were still operating through June of  1992. During the following six months, however, 
the continuing recession took its toll and an additional 131 credit unions were closed as their 
operations became unsustainable, according to Fenacrep annual reports.

The financial reform that began in 1990 sought to eliminate financial institutions that were 
unhealthy and insolvent, and that edict applied equally to large, government-run banks, 
S&Ls and credit unions. “Everything that was inefficient had to disappear,” say credit 
union leaders. 

In 1991, the Fujimori government signed a Letter of  Intent with the IMF that signaled that 
the government would pursue orthodox fiscal and monetary policy in order to become eli-
gible for bridge loans that would ultimately open the door to international capital markets. 
More broadly, the official view was that Peru would be better served by a consolidated finan-
cial system with a few modern, efficient banks. The Central Bank at the time was opposed to 
diversification in the banking system, and the mindset in government at large was restrictive 
toward smaller financial institutions that could make trouble in the fragile economy.

The operating rules for credit unions were changed by new laws issued in 1991 and 1992 
that ultimately restricted their operations. In January 1991, a regulation advanced by Fuji-
mori and his labor minister Carlos Torres y Torres Lara made each credit union responsible 
for its internal control procedures and placed the National Institute of  Cooperatives (In-
coop), an autonomous public agency responsible for promoting and supervising the credit 
union sector, in charge of  external auditing and supervision.

The banking reform law issued on April 25, 1991, mentioned credit unions as part of  the 
financial system and stated that their deposits would not be covered by the deposit insur-
ance fund. Although the measure also excluded other non-regulated lending institutions 
from deposit insurance coverage, a public statement by Finance Minister Boloña that sav-
ings in credit unions were not insured sparked a run on accounts. 

At the end of  1992, two laws specific to credit unions created a hostile environment for the 
movement, according to industry spokesmen. In November, 1992, Decree Law 25879 or-
dered the closing and liquidation of  Incoop, and transferred supervision of  credit unions 
to the Banking Superintendency. This stripped credit unions of  government support and 
placed them under a much more demanding regime of  controls than that run by Incoop. 

The next month, a new set of  rules ordered that credit unions could have no more than 
1,500 clients and could not advertise or open more branch offices. This was the coup de 
grace. In the same law, the government reversed its month-old decision to place SBS in 
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charge of  supervising credit unions and assigned this task to Fenacrep. The switch was made 
because SBS had neither the knowledge nor staff  capable of  monitoring credit unions.

Other segments of  the microfinance industry were also seeing their operations dimin-
ish. Revolving funds which had been used by NGOs in the 1980s normally set up for a 
specific purpose—to lend exclusively to individuals, or only to groups or for a vendors’ 
association—suffered the consequences because they depended on loan repayments for 
replenishing their capital.  “High inflation reduced considerably the funds that could be 
loaned in Intis (then the local currency), making revolving funds unviable,” says Copeme, 
a microenterprice promotion consortium, in a 1990 report.

Acción Comunitaria del Perú (ACP) also lost ground during the recession. Although it 
began a gradual recovery in 1990, even with soo percent growth its loan portfolio reached 
only a modest level of  US$500,000. From 1991 onwards, ACP achieved a rescue thanks to 
the design of  a scheme by its CEO to provide consulting services to Chambers of  Com-
merce around the country. The funding received for this concept from the IDB’s Small 
Projects Program, a total of  US$750,000, saved ACP and allowed it to make a comeback. 
Lending grew significantly every year thereafter, reaching US$1 million by year-end 1993, 
rising to US$2.5 million in 1994 and US$10 million in 1996 and reaching over US$14 mil-
lion in 1998.9 

    Lending for Microenterprise Gets its Own Rules

Banking transactions opened wide for microenterprise with the issuance, in August, 1997, 
of  SBS Resolution 572-97 for classifying borrowers. The rule added a new category of  
credit explicitly for microfinance called “loans to microenterprises,” referred to by its 
Spanish acronym of  MES. This regulation would trigger a great expansion of  lending to 
micro and small businesses by defining the population eligible for MES loans as persons 
or firms with productive assets no greater than US$20,000 (exclusive of  real property) and 
a maximum indebtedness in the financial system of  US$20,000. It also required that for in-
dividual borrowers their business be the principal source of  income. This law was launched 
before private credit bureaus had begun to systematically document microenterprise loans 
and at a time when the SBS credit bureau did not report on the smaller loans that made up 
the microenterprise portfolio. As a result, information on total indebtedness of  microen-
trepreneur borrowers in the financial system was probably incomplete.
 
The definition of  MES loans was hammered out in debates between Martín Naranjo, SBS 
superintendent in 1997 and former director general of  Cofide, with Cofide staff  including 
Claudio Higa, chief  loan manager and Jacinta Hamann, business manager, and Socorro 
Heyssen, a senior manager at SBS. Naranjo first began thinking about a definition of  
microfinance as many as four years before when he traveled to Spain and was involved in 
discussions there about the nature of  microenterprises. 
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Claudio Higa was instrumental in deciding the debate because he stressed that a defi-
nition of  microenterprise for lending purposes must not require the costly process of  
investigating each business and determining its size, assets and number of  workers. Total 
borrowing and assets represent a proxy indicator for determining the small scale of  an 
enterprise and simplified the exercise by isolating microenterprises from other types of  
borrowers. “Claudio made it clear to me that it is not only impossible to measure what the 
metrics of  the definition are, but it also raises costs and is irrelevant to the mission,” says 
Naranjo. The SBS was unconcerned about determining how microentrepreneurs applied 
the loans, whether for production or consumption. “The hypothesis is that the family and 
its business are indistinguishable,” says Naranjo. The definition was robust, and within 
those parameters, “the portfolio which was generated is fundamentally one of  microcre-
dit,” Naranjo adds.

By creating the MES category, the Banking Superintendency separated small and micro 
enterprise loans from business loans. Previously, the two types of  loans had been sub-
sumed in a single category. The MES category did not refer to a loan product, but rather 
to a type of  borrower, and was designed to address the particular risk of  these loans and 
establish adequate provisioning requirements. “MES is justified because of  the recognition 
that small loans performed differently and their risk factors were different from business 
loans,” as these involved larger sums and went to larger enterprises, says Hamann, who is 
now a consultant specialized in finance and microfinance.  

The regulation governing borrowers established criteria for provisions for four types of  
loans. MES borrowers were to be classified in risk categories based on how many days 

SUPERINTENDENCIA DE BANCA, SEGUROS Y AFP (SBS)

The SBS (Superintendency of  Banking and Insurance) is an autonomous public entity which 
regulates and supervises all institutions of  the financial system, insurance companies and private 
pension funds. Its objective is to protect the savings, insurance and pensions of  the general public. 
 
The SBS authorizes the organization and functions of  all regulated financial institutions. As 
a regulator, it played a key role in the development of  regulations for microfinance in Peru. In 
the early 1980s, it participated in formulating the basic norms for the creation of  the Municipal 
Cajas and authorized the gradual expansion of  their operations, notably their lending to micro 
and small enterprises.  

In 1994, working with Cofide, the national development bank, the SBS designed the Edpyme,  
a new kind of  financial institution specialized in credit to small and microentreprise, to en-
able NGO microlenders to convert into regulated entities. Later SBS regulation facilitated the 
development of  the microfinance industry by creating a new category of  loans—MES loans—
designed to facilitate lending to microenterprises. 
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late they were in making loan payments. This meant that MES loans could be categorized 
for risk in an automatic way, simply by counting the number of  days the borrower was in 
default. The criterion simplified procedures for evaluating, classifying and provisioning for 
MES loans, speeded up lending decisions and made it easier and less costly for regulated 
microfinance institutions and for full-service banks to lend to microenterprises. 

“It was a new beginning, the change was for the (whole) system, not for a sub-system,” 
says Demetrio Castro, chief  of  microfinance with the SBS. In 1998, the SBS created two 
departments to supervise microfinance institutions—one covering rural banks and Ed-
pymes and another covering Cajas and credit unions. In 2003, a General Intendency for 
Microfinance was created and is now under the direction of  Castro.

Tracking business loans was much more complicated, as it required analysis of  changes in 
management, shifts in market shares and many other factors. “SBS concluded that the be-
havior of  a microenterprise is more similar to a consumer credit than to a business loan, and 
the probability of  default of  a microenterprise is much closer to that of  an individual than a 
business,” says Ramón Flores, director of  Planet Rating, a microfinance rating agency.

According to current SBS officials, the definition of  microcredit loans also sought to allow 
easy monitoring by the supervisor and permit the definition of  rules that would stimulate 
sound administration of  risk without limiting the development of  microfinance activity. 
Stringent provisioning requirements were set for MES loans: after a 9-day delay in pay-
ment, 5 percent of  the loan’s value had to be set aside in reserves; after 31 days, 25 percent; 
after 61 days 50 percent and after 120 days the loan was classified as a loss and 100 percent 
of  its value had to be reserved. These requirements were well suited to MES loans which, 
at the time, typically had short repayment periods of  six months. 

As reported by some experienced microenterprise bankers, SBS policies are meant to pro-
tect the segment of  microenterprise loans. “If  one MES institution fails, the whole seg-
ment will fail,” says Max Chion, former CEO of  Banco del Trabajo, a bank that had a large 
microenterprise portfolio. The provisioning requirements for MES are probably the most 
stringent in Latin America, and the strict rules meant that lenders were no longer lax about 
late payments, he says. 

At a time when the average loan to small and micro enterprises was about US$1,000 or less, 
the US$20,000 ceiling on indebtedness was considered disproportionately high by some 
microfinance analysts. The classification of  a small and micro enterprise loan did not open 
the floodgates to credits without guarantees. “They are not zero backed,” says Hamann. 
In practice, microfinance institutions demanded different forms of  warrants—equipment, 
goods or property titles—on loans above US$10,000.  

By the time the MES classification was issued, microfinance institutions across the country 
relied on cash-flow analysis and credit history as the method for granting the smaller cred-
its that made up the vast majority of  their loan portfolio. By stating that evaluation of  all 
types of  lending will be based on capacity to pay and the credit history of  the client, Reso-
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lution 572, in effect, institutionalized the cash-flow analysis that had been the cornerstone 
of  microenterprise loans for some time. 

SBS recognized that MES loans would not have conventional supporting documentation 
such as audited financial statements prepared by certified accountants, as would be re-
quired of  a small business. “You don’t request (those types of) documents because you 
recognize the informality” of  the business and expect that cash-flow information will typi-
cally be presented by the loan officer, says Miriam Córdova, a microfinance specialist with 
the SBS. Risk analysis is flexible with MES loans. The laxity of  financial records is offset by 
the responsibility of  microentrepreneurs with credit. Borrowers “are very careful to keep 
up their credit history,” says SBS’s Castro.

The simple rules for determining risk streamlined every aspect of  lending to microen-
terprise and helped create the conditions for the explosion in lending to small and micro 
enterprises that took off  in 1998 and continues to this day. Just one year after the MES 
was created, Banco de Crédito claimed a portfolio of  MES loans of  US$89 million. From 
the time MES loans were defined, the total portfolio for microenterprise in the financial 
system multiplied 11 times. When MES credits were first defined, however, this type of  
lending represented only 1 percent of  all financial system loans.

    Municipal Cajas

Despite the recession of  1990 to 1992 and the financial crisis of  1998 to 2000, municipal 
Cajas progressed steadily throughout the decade and, it could be said, thrived. Ten Cajas 
existed in 1990, and by 1999 an additional three had opened, in Chincha, Pisco and Tacna 
on the southern coast. They served 95,000 clients and the growth in lending during this 
period was more than 50 percent per year. 

Source: María del Pilar Tello, SBS.        
Notes         
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the financial system of   
US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.     
2/: Client: An individual or business with an enterprise loan payable as of  Dec. 31.
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In May 1990, a new law granted authorization to Cajas to lend to small businesses by offer-
ing loans other than those backed by gold, silver or valuables. This diversified their trans-
actions, and during the decade, Cajas made a successful transition from strictly pawnshop 
operations to unsecured lending to microenterprise.

After one year of  satisfactory performance (as determined by  the SBS), Cajas could set 
up savings accounts and time deposits as well as administer trust funds capitalized by na-
tional or foreign organizations. A second year of  good performance meant the Cajas were 
permitted to give credits to micro and small enterprises and make other types of  loans. 
The law was an endorsement for Fepcmac as it authorized the use of  the Federation’s own 
regulations for loans to small enterprises and other types of  lending. 

By 1994, all existing Cajas had secured permission to lend to small business. Within a year 
this type of  lending totaled US$33.4 million, and grew significantly every year to reach 
US$78.4 million by the end of  the century, according to Fepcmac. These figures are con-
sidered reliable because the Cajas kept separate records for their enterprise lending and 
pawnshop transactions backed with real guarantees.10 

With the continued advising of  Claude Peter Zeitinger, a consultant financed by the Ger-
man aid agency, GTZ, the Cajas developed tighter management and a growing cadre of  
professional managers. A few dozen of  these had trained at German cajas, and all manag-
ers and some deputy managers attended “La Escuelita,” the Cajas’ academy in Piura. 

Under Zeitinger’s counsel, the Cajas had always promoted savings accounts, and the fruits 
of  this campaign became massively evident in the 1990s. Deposits rose from US$2.84 mil-
lion in December 1989 to US$96.4 million in December 1999. Savings covered an increas-
ing percentage of  the expanding loan portfolio—rising from 60.9 percent to 84.9 percent 
from 1995 to 2000— and deposits were the principle source of  funding for Cajas during 
the 1990s, says Roberto Guanilo, branch manager and later financial manager of  Caja Tru-
jillo. Cajas also began to seek funding from full-service banks which looked down on them 
as small institutions, he says. However, the Cajas´ growth was so strong during the 1990s 
that even the 33-fold increase in savings was outstripped by demand for credit.

The credit methodology in use in 1992 involved an in-depth, on-site investigation of  the 
potential borrower because credit bureaus were not available, says Gilmer Fiestas, former 
director general of  Caja Paita. The policy of  incremental lending allowed an individual’s 
credit to increase monthly, from S/. 300 to S/. 500 to S/. 700. Clients accepted this policy 
because they had no alternative source of  credit. Gradual increases in loan amounts were 
later abandoned in favor of  relying on credit history. If  a borrower paid on time, the loan 
amount could increase from S/. 300 to S/. 5,000 in a single step. The upper limit on loan 
amount was 50 percent of  the client’s assets, Fiestas says. 

A bonus system for loan officers was put into effect in 1994 as a management tool.  Incen-
tives were based on the sum of  loan placements, the number of  new and recurrent loans 
and the delinquency level of  the loan officer’s portfolio. The weighting of  each of  these 
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elements in the bonus system varied depending on the priorities of  the Cajas at the time. 
For example, if  the portfolio expanded rapidly, the bonus focused on reducing delinquency 
as a way of  stimulating sound credit analysis.

For Cajas as a whole, the average loan amount more than tripled, from US$242 to US$824, 
during the 1990s. A significant reduction in interest rates was achieved. In 1994, the aver-
age annual rate charged by Cajas was 91 percent, and in 1999 the rate had come down to 
68 percent. 

In 1995, the Cajas and their top advisor, Zeitinger, parted company. After 10 years of  train-
ing many of  the Cajas managers and advising them on nearly every aspect of  day-to-day 
operations, the Cajas requested that the German consultant be let go and a replacement be 
brought in with support from GTZ. The request won backing from a majority of  delegates 
at the annual meeting of  their federation of  Cajas (Fepcmac). 

Tensions between the Peruvian managers and directors of  the Cajas and Zeitinger had 
been building for some time. Zeitinger’s domineering style and his influence with the SBS 
were leading grievances, according to several senior Caja officials. Clashes arose over the 
possibility of  privatizing Cajas, which was being talked about in 1994. Pedro Talledo of  
Caja Piura opposed the idea openly. Zeitinger was sympathetic to the concept.  Talledo´s 
experience working at a Caja in Germany may have made him a believer in the German 
tradition of  municipal banks run as a public service. Zeitinger reportedly maneuvered and 
got the SBS to conduct an audit of  the Caja Piura in 1994. No misdeeds were found. One 
of  the senior managers of  Caja Trujillo also confronted Zeitinger, and soon the Caja was 
the subject of  an SBS audit which found a wrongdoing, and the manager was forced out.  
As a result, José Murgia, then president of  Fepcmac and mayor of  Trujillo, resigned his 
office at the Federation. 

The formal request by the Cajas was respected by GTZ. Zeitinger was replaced with an-
other consultant, Andreas Brickman, who remains in Peru. 

The departure of  Zeitinger had no noticeable impact on the progress of  the Cajas, which 
expanded steadily through the end of  the century. However, their failure to act on one 
aspect of  his advice may have limited their efficiency and scale to this day. Zeitinger had 
pressed for the Cajas to unify their information system. This lack of  operational unity 
has handicapped them in the face of  competition. In contrast, Grupo ACP, the hold-
ing company that evolved out of  Acción Comunitaria del Perú, has unified the informa-
tion platforms of  microfinance banks in Peru and Bolivia, and more recently, the BBVA 
Foundation for Microfinance has said it intends to merge the back office of  its affiliates 
throughout Latin America.  

In the late 1990s, the Cajas continued to grow even during the financial downturn caused 
by external shocks and flooding from the El Niño phenomenon. To prop them up against 
weakness in their portfolios, Cofide made available working capital and credit lines. With 
this assistance, the Cajas refinanced loans and gave additional credit lines to clients in need. 
In the end, all borrowers paid off  their loans.
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The municipal Cajas built up a strong reputation during the 1990s. Clients lined up outside 
their doors and often had to come back the next day and wait before they could be seen by 
a loan officer. After 10 years of  continuing success, they faced the challenge of  expanding 
to volume lending on a massive basis. The client base of  the Cajas remained dominated by 
urban microentrepreneurs, while farmers and rural microenterprises were largely beyond 
their reach.

1 Parodi (2000), p. 250.
2 Ibid, p. 66.
3 Ibid, p. 253. 
4 Grade (2001), p. 113.
5 Grompone (2000), p. 124 
6 Kuczynski and Ortiz de Zevallos (2001), p. 83.
7 Berger, Yonas and Lloreda (2003), p.83
8 According to Berger, Yonas and Lloreda (2003), the Cofide staff  was reduced from 570 in 1990 to 114 in 1994.
9 Campion, Dunn, Arbuckle (2001), p. 3.
10 For other types of  microfinance, including loans by full-service banks and specialized microfinance institutions created during the 
1990s, the figures on volume of  lending are less solid.
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A host of  new institutions dedicated to microenterprise were created in the 1990s, 
and the established lenders evolved by diversifying their products and expanding their 
portfolios. More non-governmental organizations entered the field of  microfinance and 
the government promoted the creation of  new types of  private lenders. Associations of  
microlenders were formed, and the art and science of  lending to micro and small micro 
enterprises gained wide recognition. New policies that eased the lending process were 
introduced that created a more hospitable environment for banking in general and for the 
small, unsecured loans typical of  microfinance. 

Progress in microfinance, however, came gradually. During the decade, the credit union 
movement and several municipal Cajas collapsed, half  the specialized rural banks disap-
peared and the government-owned development bank, Cofide, narrowly escaped death 
by politics. Confidence in non-banking finance was shaken when a US$200 million ponzi 
scheme known as CLAE came undone in 1992 and defrauded more than 140,000 small 
investors of  their lifetime savings. 
 

    Trade Associations

The Consortium of  Private Organizations Promoting Development of  Micro and Small 
Businesses (Copeme), the first trade association of  non-profit microfinance institutions, was 
created in July 1990 as an information exchange network to share knowledge of  programs 
aimed at helping micro and small enterprises grow. All twenty-two NGOs that joined as 
founding members operated in urban areas, and 90 percent of  them were headquartered in 
Lima. Their clients, too, were based in cities; fully 80 percent of  the NGOs’ loans were dedi-
cated to urban micro enterprises, a reflection of  the continuing urban bias in microlending. 

Copeme was an outgrowth of  the proliferation of  institutions that focused on develop-
ment of  micro and small enterprises. NGOs offering services to small businesses increased 
significantly between 1985 and 1989, by which time 16 NGOs offered microcredits and 
guarantee funds, 16 provided training in business management, accounting and production 
techniques, 10 advised on marketing and exporting and nine NGOs worked to strengthen 
small business associations. In addition, other institutions such as research centers and 
advisory groups also worked to promote micro and small enterprise. 

By the late 1980s, 60 institutions were at work in Peru with micro and small enterprises, 
and at their peak in 1988 served 30,000 clients. Their efforts, however, were dampened by 
“a certain dispersion and duplication of  efforts and inefficiency,” as Copeme members said.  

Chapter V

Expansion: New Institutions



78 The Mustard Tree

The first conference in support of  small enterprise in Peru was organized in July 1988. It 
was attended by 63 institutions, including government agencies. Specialists and practitio-
ners reached consensus that the ability of  small industry to generate productive and per-
manent employment made it a key sector for national (and regional) development, that the 
financial system was inadequate for supporting small business, and that institutions must 
coordinate comprehensive support programs for small businesses. The group devised sev-
eral proposals for financial services for small and micro enterprises, such as including 
local governments and trade associations in microcredit lending and as administrators of  
guarantee funds for microfinance. 

Copeme’s mission is guided by the vision that small businesses create jobs. The Con-
sortium began its efforts by providing technical assistance to its member organizations 
with the aim of  developing microfinance and microenterprise in general. NGOs manag-
ing microcredit also began to see their lending operations as a means for becoming self-
sustaining, and Copeme played an active role early on in stimulating NGO microlenders 
to report to credit bureaus. 

Consortium members soon also turned to working as a pressure group to foster a favor-
able business environment for micro and small businesses by promoting local economic 
development and new laws that would favor their sustainability and growth, recalls Fer-
nando Villarán, first president of  the group. A private sector institution, Copeme received 
funding from the Inter-American Foundation, CARE-Perú and Catholic Relief  Services 
(CRS) at the outset for building the institution and developing in-house skills. Copeme 
promoted guarantee funds as a particularly useful tool for increasing the working capital 
available for loans to microenterprise. Funds that guaranteed microcredits were depos-
ited in banks and enabled NGOs and other microlenders to leverage up to five times the 
amount of  the guarantee in loans. 

In 1998, Copeme led the “Microfinance Initiative,” financed with US$2 million from 
USAID. The objective was to professionalize microfinance so that it would reach the 
poorest segments of  the population. The initiative reflected the thinking that was gaining 
weight then and which prescribed specialization in microfinance, and a complete separa-
tion of  credit from other business- or community-related services, says Jaime Giesecke, a 
USAID official at the time. 

The program chose to work with 22 NGOs and Edpymes that were the microfinance 
entities most focused on a very poor clientele. Many managers of  these institutions were 
sent for training to the Boulder Institute of  Microfinance. Copeme provided technical 
assistance, training in credit methodology and creation of  software to monitor portfolio 
performance. In addition, it also contracted Infocorp, then the leading credit bureau, to 
serve its network with client history reports. More broadly, the Consortium was a leader in 
stimulating transparency in microfinance through pushing for agreements to link services 
with the private credit bureau and with rating agencies.
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Another trade association, the federation of  Municipal Cajas, Fepcmac, continued its opera-
tions during the 1990s as the number of  Cajas and their volume of  lending and deposits grew 
continuously. The Federation failed to agree on a common information system, and on most 
issues Fepcmac was weakened by a structural division between the smaller and larger Cajas 
No significant policy matters were influenced by Fepcmac advocacy campaigns or pressure. 

    The Microfinance Expansion

A new microlender entered the scene in 1990, one that staked out a different constituency. 
From the outset, Aquiles Lanao and his wife, Lucinda Flores, the founders of  what later 
became Finca Perú, sought to work with very poor women in rural areas. From their base 
in Ayacucho, a provincial capital located 357 miles (575 km) southeast of  Lima, they began 
setting up savings and credit operations with women in the outlying areas. 

Well before he began working with village banking, Lanao developed a long history of  
experience with credit for the lower-income market. An accountant-auditor by train-
ing, Lanao was recruited by Father Dan McLellan to train credit unions in Puno. Lanao 
was then hired in 1965 to lead programs of  Peace Corps Volunteers with credit unions 
throughout the country. 

In 1974, he met John Hatch, a rural development expert. The two men established Rural 
Development Services (RDS), a consulting firm, and worked across the Andes setting up 
regional revolving funds with small farmers, an early model for community-run lending 
groups. In 1980, Hatch and Lanao designed Finca International (Foundation for Interna-
tional Community Assistance) to propagate a model of  financial services run by the poor. 
Their credit model became a prototype for village banking, probably the most widespread 
credit methodology in use today.
 
Ayacucho province was then the epicenter of  the terrorist war, and the rural communities 
saw the worst of  brutal killings of  civilians by terrorists and clashes with the army. Males 
fled the violence in rural hamlets and went to Lima in search of  work so they could send 
money to their families. 

RDS began working with the most vulnerable population in Ayacucho at the time, women 
and many widows, all raising children on their own. The Lanaos brought the village bank-
ing methodology to Peru. This fledgling effort got started with a modest donation of  only 
US$1,000 from Anabella Jordan, wife of  the American Ambassador at the time. Friends 
made donations of  US$500 to US$1,000, and Mrs. Lanao chipped in US$2,000 of  her own 
savings to hire an organizer-trainer. 

The credit methodology required a group of  20 women to form a village bank. Each woman 
received an initial loan of  US$50. The banks are self-governing. Trust among group mem-
bers is an essential ingredient for successful village banking. Each new member must be 
brought in by a standing member of  the group, and sometimes the individual introducing 
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Aquiles Lanao and Lucinda Flores were born and raised 
in Ayacucho.  Having finished high school, they travelled 
to Lima to attend college. Lucinda trained to be a teacher 
and Aquiles studied business administration and ac-
counting.  They married in 1947.

While working as an auditor for the tax authority in 
1956, Aquiles learned that Father Daniel McLellan 
needed an auditor for the San Juan de Puno Cooperative, 
Peru´s first credit union. He went on to work with the 
cooperative movement, founded several credit unions and 
held various offices within the Latin American Credit 
Cooperative movement. 

In 1974, Aquiles and John Hatch, a colleague from 
Peace Corps, founded Rural Development Services, a 
consultancy which designed and advised rural development 
projects.  Later, they established Finca International, a 
financial services agency, and developed the groundwork 
for the current methodology for village banks. 

Aquiles and Lucinda decided to return to their native 
Ayacucho in 1979. Despite terrorist threats in the mid-

Aquiles Lanao and Lucinda Flores

Courtesy Finca Perú

1980s, they continued working there in rural development.  They implemented revolving funds 
and provided training in production techniques in six provinces of  Ayacucho.  In the early 
1990s, Lucinda set up the first village banks in the region. Finca Peru, which she and Aquiles  
founded in 1993, was the first microfinance organization to use this methodology in Peru.The 
Lanao family mission was and is to contribute towards the empowerment of  women who are 
economically and socially disadvantaged. 

Lucinda passed away in 2004 but her legacy and memory live on in Finca Perú.  Currently, 
Aquiles holds the presidency of  Finca and his daughter Iris is the executive director. The or-
ganization has 12,300 members in the Ayacucho, Huancavelica and Lima regions, of  which 
93% are women.  

a new member must guarantee the new entrant. The group elects a president, comptroller, 
treasurer, secretary and treasurer’s assistant who will be trained to succeed the treasurer. 

The success of  village banks rests on three pillars: training, education and promotion of  
savings, says Lanao. Training focuses on empowering women by placing a value on their 
contribution to the home, child and family health, and stressing the importance of  send-
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ing girls to school. Education consists of  imparting values that relate to credit, and this 
includes reviving the ancient Andean tradition of  Ayni, or contributing to the betterment 
of  the community, which in a village bank context means fulfilling obligations to repay 
loans. Savings is a built-in feature of  village banks since part of  each loan payment includes 
a deposit to a savings account in the member’s name. Managing savings “implies a large 
operating cost, but it was necessary because the small farmers are not accustomed to sav-
ing,” explains Lanao.

The legacy of  public sector assistance programs creates an enormous hurdle for providers 
of  financial services to poor people in rural areas. “Giveaways have done great damage,” 
says Lanao. The problem dates back to the 1960s and U.S. subsidies on surplus food do-
nated to developing countries. An added aggravation came when Alan García, during his 
presidency in the 1980s, in effect wrote off  agrarian debt after inflation rose faster than 
interest rates.  Counteracting the expectation that debts need not be paid is a focus of  
Finca Perú’s education programs. 

A year after its launch, RDS had 17 village banks working. After several years of  gradual 
growth, the village banks would be incorporated into Finca Perú, which for many years 
thereafter focused lending and banking services on rural areas. Later, Finca Perú also began 
working with women in poor neighborhoods on the outskirts of  Lima. 

Lanao and his wife, Lucinda, preserved a maximalist credit methodology well after the 
general trend in microfinance was minimalism, the exclusive focus on financial services 
exclusively. In 1991, the Finca International assembly admitted Finca Perú as an affiliate. 
However, in the late 1990s, differences regarding the credit methodology and membership 
conditions forced the Lanaos to separate Finca Perú from Finca International.

When last rated by Planet Rating in 2007, Finca Perú had nearly 9,000 women clients 
participating in village banks in Ayacucho and Lima, managing a loan portfolio of  nearly 
US$1.5 million.

    Government Backs Microfinance 

The Fujimori government initiated a foray into microfinance in August 1991 through Fon-
codes. The effort included a program to create productive employment, and one compo-
nent of  the program provided credit to promote microentrepreneurship through associa-
tion with about a dozen microfinance NGOs. 

With monies from the IDB and World Bank, Foncodes created a program to support small 
businesses that included an US$8.17 million credit line for microenterprises as part of  its 
effort to stimulate the creation of  productive jobs. The loans were for up to US$5,000 for 
micro and small businesses with fewer than 10 workers and with maximum annual sales of  
US$22,000, but 70 percent of  them were set aside for businesses with less than US$10,500 
in annual sales.1 
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The funds were loaned out by Fepcmac, Caja Trujillo, Idesi and the Habitat organizations 
of  Arequipa, Cusco and Tacna. CARE Perú ran one of  the Foncodes-backed projects, 
and in 1992 alone received US$2 million for loans in rural areas. By lending the funds and 
charging an administration fee to Foncodes, CARE Perú generated US$700,000 which 
formed the initial capital used for its conversion into the non-bank supervised institution, 
Edpyme Edyficar, in 1997.The Foncodes funds also allowed CARE Perú to diversify its 
lending beyond conventional productive activities to include the commerce sector for the 
first time. Within 15 years, the value of  the original Foncodes loan funds to CARE Perú 
had generated US$26 million in lending capital. In 2007, the accumulated funds from the 
lenders were transferred in a trust to Banco de la Nación which monitors the ongoing 
lending by microfinance institutions.

    Commercial Banks Explore Microfinance

Peru´s second largest full-service bank, Banco Wiese, made an initial foray into lending to a 
group of  microentrepreneurs in 1991. Banking luminary Guillermo “Pancho” Wiese, then 
chairman of  his family´s bank, agreed, on, the recommendation of  a friend, to make loans 
of  around US$300 each to some 200 merchants who worked at the popular “El Hueco” 
market located on Lima’s bustling Avenida Abancay. The loans were for financing inven-
tory to sell during the Christmas season. 

When it came time to pick up the cash, the merchants showed up en masse at the bank’s 
branch office, causing such mayhem the clerks decided on the spot to disburse the loans 
by opening a checking account for the borrowers, and gave each one a checkbook. Never 
in their lives had the merchants had a bank account. 

After quickly organizing a merchants’ association, the vendors reached agreement that they 
would repay the loans in two payments, in January and February of  1992, with an interest 
rate of  about 11 percent. Then the sky fell in (again), and between December and Janu-
ary the interest rate on the entire system of  checking accounts rose to between 30 and 40 
percent, “causing a complication,” recalls Katherine Barnickel, a former advisor to NGOs. 
She was called in to fix the problems stemming from this impromptu arrangement with 
the merchants. After many internal adjustments in accounting and operations by Banco 
Wiese, a settlement was reached allowing the vendors to repay at the original interest rate. 
Few repaid, however.

That setback apparently left Guillermo Wiese undaunted. Later the same year, in May, 
the bank launched a new experiment in lending to microentrepreneurs. This effort came 
about from an exchange between Barnickel, who was familiar with poverty programs and 
NGOs through working with the Konrad Adenauer Foundation, and Augusto Wiese, a 
young member of  the banking family who had recently returned to Peru after earning a 
Master’s degree. Wiese was interested in an arrangement that would triangulate the bank-
ing functions: the bank would provide loan capital to NGOs that would manage the credit 
portfolio, and Banco Wiese and the NGO would share the risk. 
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As the idea was debated at the bank, it moved up in the hierarchy, and bank chairman Guiller-
mo “Pancho” Wiese, called in Barnickel. He asked her whether this initiative could work. She 
replied in the affirmative, and Wiese took her at her word. He offered to hire her to run the 
program, and Barnickel said she would take the job on the condition that the bank accept her 
proposal for how the operation would be run. The Dutch aid agency, FMO, provided funds 
to Banco Wiese for this experiment in lending to micro and small enterprise. 

Barnickel’s plan required that each institution operate within the areas of  its competency. 
Decision-making on credits, loan collection and follow-up would be the responsibility of  
the NGOs because they were closer to the borrowers and knew the market. Banco Wiese 
would provide the information systems for administering the loans. Clients would receive 
their loan disbursements and pay the quotas on the loan at bank branches. The final condi-
tion was that the program last for at least two years so that clients would have enough time 
to learn about the loans. Wiese agreed to this plan.

 In the first year of  work, Barnickel met with NGOs, most of  which were financing commercial 
activities, and learned what information would be needed to run the program. When the pro-
gram was set up, it was agreed that loans of  up to US$3,000 would be given without guarantee. 

Working with seven NGOs, Wiese offered three types of  loans: microenterprise loans to 
a maximum of  US$5,000, agricultural credit to small farmers with less than five hectares 
(12 acres), and housing loans for the large Villa El Salvador squatter settlement and for 
crowded housing in downtown Lima. As microenterprises grew and requested larger loans, 
the bank graduated them from the NGO portfolio and transferred the credits into the new 
personal banking division.

To get around the stringent loan default regulations, Banco Wiese created its own method 
for defining loan delinquency. The SBS required that any loan that was three days behind 
in paying had to be reported as delinquent. Wiese gave a grace period of  four months to 
the loans to avoid obstacles. This created flexibility for borrowers and made the record of  
this experimental portfolio credit history look good on the books. The loans were com-
mercial, no subsidy was involved, and Banco Wiese transferred to the NGOs a portion of  
the interest as a payment for services. 

The risk sharing formula varied with the type of  loan. In case of  a default on a microen-
terprise loan, the debt repayment would be shared 50-50 between the bank and the NGO. 
For the higher risk loans to small farmers, Banco Wiese assumed 75 percent of  the loss and 
the NGO 25 percent. In practice, default rates were very low.

Banco Wiese also ran a guarantee fund jointly with NGOs that was structured in a way that 
would demonstrate to bankers that lending to microentrepreneurs was a good business. 
An NGO would deposit an amount as a guarantee with the bank, and Banco Wiese would 
lend up to 25 percent of  that amount to microenterprises.  The NGOs were responsible 
for evaluating loan requests and collecting repayment, and received a 1-percent commis-
sion for these services. The remaining operating costs for guarantee funds were financed 
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by international donors. Over time, the bank increased its lending to equal the full amount 
of  the guarantee. Banco Wiese pocketed the profit on the program because, by design, the 
bank received the interest on the guarantee-backed portfolio.

When the program began to grow, Pancho Wiese met with the participating NGOs to con-
gratulate them. Judging by the size of  the portfolio, this program was a success by bankers’ 
standards. In 1995, the portfolio for the lending program included 4,954 loans for a total of  
US$15.2 million. The results of  this program reinforced the parallel experience of  Cajas and 
ACP that showed microentrepreneurs were sound credit risks and microfinance was a profit-
able business. By December 1998, the portfolio had more than tripled to US$54 million. 

    The Seeds of  Volume Lending

The take-off  of  microfinance as a volume lending industry in Peru begins in 1992. This was 
a watershed year—a host of  new microfinance institutions were created, including networks 
of  lenders and institutions explicitly focused on serving rural areas and others that targeted 
women clients. Several NGOs previously focused on organizational or technical assistance 
to the poor initiated lending for micro and small businesses. The private sector became 
actively engaged in microfinance as chambers of  commerce created their own specialized 
lending programs, applying the systems already in use in urban microfinance in Peru. 

Government institutions gave a boost to microfinance from their supporting role by cre-
ating two new types of  lenders: new, small specialized private banks dedicated to serving 
rural producers and a non-bank lender designed to be better capitalized than NGOs and 
be supervised. The revamping of  Cofide led to the creation of  a large credit line for 
lending working capital to microfinance institutions, and the SBS released new rules that 
recognized the informality of  microenterprises, reduced the reliance on guarantees to back 
up microcredit and created clear and simplified procedures for provisioning against the 
risks in microcredit. 

The know-how and experience for lending to micro and small enterprises were already in 
place at about 50 NGOs and Cajas that had been operating since the 1980s, and those credit 
institutions were able to begin advancing toward the rapid expansion of  lending that would 
begin in 1993. A surge of  foreign funding flowed into existing and new microfinance institu-
tions, a total of  more than US$40 million from the Inter-American Development Bank (IDB) 
and Andean Development Corporation (CAF). The array of  institutions offering microfi-
nance expanded quickly, and notably in provincial areas, even while the recession persisted. 

    Chambers of  Commerce as Lenders 

In 1992, six chambers of  commerce were initiated in the world of  microfinance. This 
effort was the brainchild of  Manuel Montoya, executive director of  Acción Comunitaria 
del Perú, who proposed to the Small Projects Program (SPP) of  the IDB that ACP train 
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the Chambers of  Commerce in managing microcredit programs. The IDB provided soft 
loans for lending portfolios and grants for technical assistance. This program was also a 
rescue plan for ACP, allowing the institution to keep its professional staff  on board at a 
time of  crisis when the ACP portfolio had slumped to somewhere between US$100,000 
and US$500,000. The technical assistance grants totaled US$130,000 for each of  the five 
larger cities, plus US$75,000 for Ica. 

ACP was contracted for three years to train the Chambers of  Commerce in Arequipa, Chi-
clayo, Ica, Lima, Trujillo and Piura in solidarity group lending with groups of  no more than 
seven people. Solidarity—moral commitment and peer pressure—was the only guarantee 
for the loans. If  one member of  the group defaulted on a loan, the others were obligated 
to pay. The Chambers and borrowers alike found that defaults by some group members 
ended up damaging the clients with good payment histories. As a result, in 1995, lending 
shifted toward individual credits which allowed for making larger loans to clients whose 
businesses were growing. A market survey conducted that same year showed that clients 
preferred individual loans for which they alone were responsible. 

The outcome of  this venture was mixed. In Ica, the program never got past the stage 
of  a feasibility study, and the Lima and Arequipa Chambers launched lending programs 
but returned the funds after two years. The programs took hold in Chiclayo, Trujillo and 
Piura, and over time those three lending platforms converted into specialized microfinance 
institutions. ACP benefited because its finances were strengthened and the staff  gained 
exposure to working outside the capital. 

    A New NGO Network 

A network of  four NGOs called Habitat Siglo XXI was formed in 1992 to operate mi-
crocredit programs. The founding member of  the network was Habitat Trujillo Siglo XXI 
which had been lending on the north coast since 1988, and it was joined by organizations 
based in Arequipa, Cusco and Tacna that were created in 1992. 

Foncodes and the IDB jointly financed support to the Habitat network. Habitat Perú, a 
Lima-based NGO designed and monitored the project. With World Bank funding, Fon-
codes contributed US$900,000 for technical assistance to train the three new institutions in 
managing microcredits. IDB’s Small Projects Program provided a total of  US$1.4 million 
in two projects, predominantly to capitalize the loan portfolios.2 

The credit methodology implanted in the Habitat Siglo XXI network was modeled after 
that of  Habitat Trujillo.  The loans were made to individuals and were secured with what 
the Habitat organizations called a “psychological contract” which, in reality, was a symbolic 
guarantee without legal value. 

The Habitat affiliates succeeded in creating four durable and solvent institutions in cities 
where non-bank entities were scarce. Within six years of  the original IDB financing, all four 
affiliates had converted from NGOs into the regulated institutions known as Edpymes. 
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    Expanding Opportunities for Women

In 1992, microcredit for women expanded significantly through the work of  four NGOs 
that set up lending programs for female clients. The Educational Services of  Promotion 
and Rural Support (Separ), an NGO based in Huancayo, in the central Andes, decided to 
diversify its programs by offering microcredit to women in extreme poverty in Junín and 
Huancavelica, two of  Peru’s poorest departments. Recognizing its own lack of  knowledge 
of  credit, the NGO hired staff  with experience in banks and credit unions as well as 
professionals trained at Peru’s MBA center, ESAN. The objective was to develop a new 
product, rural agricultural credit, targeted exclusively to women, says Elizabeth Ventura, a 
founder and director of  Separ. The program was funded with a US$500,000 soft loan for 
working capital plus a grant of  $150,000 from the IDB’s Small Projects Program.

Separ adopted a mixed credit methodology, offering individual credits denominated in US 
dollars backed by a “crossed guarantee.” Clients formed groups of  six women, and one of  
the women offered a valuable as a guarantee of  repayment by all members of  the group. 
In reality, the effective guarantee on the loans was social pressure to meet obligations to the 
group, says Ventura. The value of  establishing a positive credit history is also an incentive 
for microfinance clients.  For people who otherwise lack access to credit, maintaining ac-
cess to lower-priced credit and the possibility of  seeking ever-larger loans is prized.
 
During the first three years of  this project, credit was focused on the central states of  Junín 
and Huancavelica. Later, the program was set up in three large squatter settlements outside 
Lima where loans were made to female microentrepreneurs. Over time, the portfolio of  
individual loans was transferred to Edpyme Confianza, founded by Separ. In 2006, Ven-
tura launched a new credit line, called “A Woman’s Word” (Palabra de Mujer) which makes 
loans to women through the village banking methodology. 

Three other NGOs—Manuela Ramos, Mujer y Sociedad y Asociación Perú Mujer—also 
began lending to women in 1992. These organizations developed project proposals to 
offer training through a vocational school and complement the training with a loan fund 
directed to low-income women in poor districts of  metropolitan Lima. Manuela Ramos 
had experience operating microcredit since the late 1980s when, with funding from an 
American organization, individual loans of  US$50 were granted for economic activities, 
principally endeavors involving familiar skills such as weaving and food preparation. Loans 
to women were seen as integral to the Manuela Ramos philosophy of  empowering women 
by fostering economic autonomy. 

In 1994, six NGOs engaged in microlending directed to poor women joined forces to iden-
tify ways to reach the poorest. The group included Lima-based NGOs Alternativa, Educa 
and Ideas as well as NGOs based in the provinces—Arariwa in Cuzco, Cáritas in Chimbote 
and Solidaridad Chiclayo— and Catholic Relief  Services (CRS) as coordinator. The NGOs 
sought to counteract the tendency to lend larger amounts built into government-financed ef-
forts such as Fondemi and the Pame program of  Foncodes and the Banco Wiese-NGO alli-
ance, all of  which set conditions that raised the average amount of  small loans to US$1,000.
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“This is my market stall!” says Eudosia 
Rodríguez proudly as she recalls the day, 29 
years ago, when she and 49 others bought the 
land where the Inmaculada Virgen María 
market now stands. Rodríguez has been a 
stallholder at the market ever since then, al-
though her goods have changed over time.  Six 
years ago, she stopped selling the sweaters she 
used to bring from the highlands and started 
up her current line of  household cleaning 
products. Rodríguez buys her stock with a 
loan from Alternativa, a non-profit microfi-
nance institution. Alternativa serves microen-
terprises in San Martín de Porras, a former 
squatter settlement on the northern outskirts 
of  Lima.

Alternativa organizes its clients into village 
banks of  around 20 to 40 people who choose 
their own leaders and meet regularly to discuss 
business management and marketing,  and 
personal growth. The clients deposit their sav-
ings into a joint account managed by the group 
as a whole. The members jointly guarantee 
and cover each individual in the case of  a default.  One of  the main characteristics of  village 
banks is that members exert pressure on their peers who fall behind in loan payments.

The most effective way of  working with the poorest clients, and especially with women, has been 
through group loans from village banks. The methodology is applied primarily by non-profit 
microfinance institutions, many of  which focus on serving women, who make up half  of  Peru’s 
microfinance clients and account for about 80% of  village bank members.  At Mibanco, the 
country’s only microenterprise bank, the majority of  borrowers are women and a dozen non-
regulated microfinance institutions provide loans almost exclusively to women. 

Non-governmental organizations that run microcredit programs in Peru maintain that women 
are highly trustworthy borrowers who repay promptly. Another positive aspect of  lending to 
women is that the credit has a greater impact on improving quality of  life, as they are directly 
responsible for the nutrition and healthcare of  their families.

Eudosia Rodriguez’ story represents that of  hundreds of  thousands of  women who run mi-
croenterprises in Peru.  Ten years ago, Ms. Rodríguez took out her first loan of  US$60, which 
gradually increased to US$1,000. Currently, she maintains a credit of  US$200 to buy clean-
ing products in bulk from suppliers and has a savings account of  US$500. Rodríguez chose the 
name for her 27-member village bank: Power to Women.  

Eudosia Rodríguez
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With funding from Catholic Relief  Services, these groups adopted a new credit methodology 
used in El Salvador by CRS and originally developed by Finca International as the means for 
providing financial services to poorer segments of  the population. CRS trained the groups in 
how to form village banks and administer loans averaging as low as US$100. 

This group of  NGOs modified the village banking techniques used in El Salvador to im-
prove the expected social and economic impact in marginal urban barrios in Peru and to 
upgrade the quality of  risk management. Their methodology was nicknamed “La Chanch-
ita,” or the piggybank.

The village banking method involved in La Chanchita was chosen because the NGOs were 
convinced that forming groups of  borrowers based on trust created a stronger basis for giv-
ing loans than granting individual credits. The village banks promoted savings and offered 
other services to the poor, such as building personal confidence to help empower women.

The network organizations did not believe that credit was a panacea, but rather that it 
must be accompanied by other services. They also felt they could best contact the poorest 
through groups already existing in marginal neighborhoods—the volunteer women who 
ran the “Glass of  Milk” program that distributed donated food, and volunteer community 
patrols to protect against terrorism. The NGOs had already observed that women who 
participated in community soup kitchens for the poor were also involved in earning an 
income by selling at the market or on the street.

The first loans granted by La Chanchita were financed by the Anti-poverty Lending Pro-
gram for Enterprice of  USAID between 1994 and 1997. The minimum loan was US$100 
and the average loan US$162, amounts that indicate that the program was serving the 
poorest. This project gave impetus to a generalized use of  village banking on a national 
level as the best instrument for reaching down to very low-income groups.

After learning and implementing this methodology, the NGOs formed a network, making 
up the core of  Promuc (Consortium for Promotion of  Women and Community) which, 
over time, expanded to incorporate additional NGOs as members. The decision to target 
women was conscious, based on women’s superior track record on repaying loans and the 
benefits received by families from loans made to women, says José Loayza, chief  of  micro-
finance for NGO Alternativa, a member organization. The program was also built around 
a recognition of  the vulnerability of  women—the fact that they are the poorest members 
of  society and suffer discrimination and mistreatment. 

The final modification of  the La Chanchita model (possibly the 30th version in the manuals) 
was created in 1996 when the method opened to the possibility of  giving clients a complemen-
tary, individual loan separate from the group-backed credits granted within the village bank.

In 1997, this model was given the name of  Social Franchise Village Bank Model “La 
Chanchita,” and is still called that today. Nowadays, Promuc member NGOs serve 130,000 
women clients with loans as small as US$10.
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    Rural Banks 

Although the revamped Cofide would serve as a source of  financial resources for development in 
Peru, Fujimori’s minister of  agriculture, Absalón Vásquez, was concerned by the 1991 dissolution of  
Banco Agrario which had been the sole source of  funding for small farmers. He feared that agricul-
ture and rural regions would be left without cash, and set about promoting schemes to fill in the gap.  

Vásquez became a strong advocate for the creation of  specialized rural banks, later called Cajas 
Rurales, institutions aimed at a farming and rural-based clientele. He proposed the new banks 
be private institutions, and pressed his case with Carlos Otero, then president of  Cofide. Otero 
objected to the proposed ownership structure that required no shareholder own more than five 
percent of  equity as he felt this would weaken the decision-making process.  

The agriculture minister won his campaign for the rural banks. On August 1, the Cajas Rurales de 
Ahorro y Crédito — rural banks—  were created as private financial intermediaries to promote 
economic activity and raise the standard of  living in rural areas (Decree Law 25612). Minimum 
capital equivalent to US$121,163 was required to open a rural bank. On August 28, a social ob-
jective was added to the Cofide mandate, requiring that its financing favor “small businesses and 
farmers, preferably in depressed areas” (Decree Law 25694). The new mandate was intended to 
appease farmer organizations in the wake of  the Banco Agrario closing and also was needed to 
create a source of  capital for agriculture beyond the rural banks which, it was perceived, would be 
insufficient, recalls Otero. 

In practice, rural banks were created out of  existing credit unions, NGOs and private associations. 
The law set a precedent by establishing financial institutions promoted by government with a social 
mission that were privately owned and operated as profit-making entities. 

The ownership structure designed by Vásquez was intended to allow a large number of  small 
farmers to participate as shareholders in the fledgling institutions. Indeed, many farmers did buy 
shares, principally with the goal of  gaining access to loans. In some cases, former employees of  the 
Banco Agrario organized peasants who signed a shareholder list but actually had no investment in 
the bank. In reality, the rural banks built up their lending slowly and their performance was mixed 
as a significant number of  them failed. The difference of  opinion over the banks led to Otero’s 
departure from Cofide in May 1993.

The government assigned existing resources to support the new banks. An agrarian revolving 
fund known as Frasa was created after Banco Agrario closed, and derived its capital from loan 
collections. This income stream was boosted by transferring responsibility for collection of  Banco 
Agrario’s past loans to the rural banks in their respective areas, says Marco Castillo, former director 
general of  Cofide. Frasa paid a fee to the rural banks for the collections. Cofide held the funds for 
on-lending to the rural banks that succeeded in obtaining payments. Frasa was empowered to take 
equity shares in rural banks and to offer them credit lines for working capital, says Claudio Higa, 
chief  lending officer of  Cofide at the time. Using Frasa to fund the rural banks represented a good 
compromise because it avoided creating a new agrarian bank, which would be identified with debt 
forgiveness, and provided resources for the new agrarian lenders. 



90 The Mustard Tree

Placing Cofide as an intermediary between government priorities and direct loans to farm-
ers fit the agenda of  the Finance Ministry, which sought to keep rural banks one step 
removed from public funds. Cofide became a kind of  shock absorber for cushioning de-
mands from trade and industry groups that lost government support under the neo-liberal 
economic regime. It was relied upon “to fend off  political influence” and to create a source 
of  working capital for agriculture, industry and housing after state funding for those sec-
tors disappeared, reports Higa. 

The first rural bank, Cajasur, began operations in late 1993, and the following year others 
opened in provincial cities in the highland departments of  Ancash and Ayacucho, in the 
rainforest regions of  Cusco and San Martín and on the southern coast in Ica. In 1995, four 
additional banks began operating. “They appeared in a mob, and unfortunately were weak, 
institutionally and organizationally, and did poorly,” says Castillo. 

Cofide worked with the rural banks to create their institutional procedures, made frequent 
on-site visits and gave continuous training to prepare staff  for managing the small busi-
ness credit lines. CAF was the first institution to finance Cofide’s program of  training and 
technical assistance for the management teams of  rural banks. This training was replicated 
at least three times. Despite the hands-on guidance and transfer of  expertise, rural banks 
“grew but could not stand on their own,” recalls Castillo. By mid-1996, rural banks showed 
an increase in delinquent loans, high operating costs and top-heavy administration. 

The only source of  external financing for the rural banks was Cofide, which passed on 
credit lines for small businesses funded by CAF and, later, IDB. The rural banks also raised 
funds from their members’ savings, which grew by 38.68 percent from December 1994 to 
December 1995. Once they began operating, loans to commerce gained presence in their 
portfolio, increasing to 38.66 percent of  credits in 1995, and agricultural credits dropped 
to 41.60 percent of  lending from a high of  51.95 percent in 1994.3 

The relationship between Cofide and rural banks and other microfinance institutions was 
to remain complicated over the next several years, says Castillo. Cofide’s work with the 
rural banks and, later, with the NGOs converted into regulated institutions known as 
Edpymes, required an enormous effort and produced meager results. Government was 
keen to nurture the successful evolution of  rural banks and Edpymes, which, therefore, 
expected to get easy money. “It was very complicated to get them used to the idea that 
they’d receive credit lines and not donations, and that for that reason they’d have to meet 
certain requirements and be organized as financial institutions,” says Castillo. 

Political pressure for disbursements from Cofide persisted, prompting Cofide director 
general Martín Naranjo (1994-97) to require that the full exposure with rural banks be 
provisioned 100 percent against loan losses. As a prudential measure, this backfired in a 
sense “because once the exposure was fully provisioned (treated as a loss), politically it 
was almost impossible to make a case regarding the risk rural banks represented,” says 
Naranjo. The loan provisioning and special measures regarding their deposits “acted as 
controls for the quality (and quantity) of  the exposure, and the measures were a far better 
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Rural Banks: Microcredit1 and Clients2

Source: SBS         
Notes         
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the financial 
system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.   
2/: Client: An individual or business with an enterprise loan payable as of  Dec. 31. There are no data on number of  clients from 1993 -96. 
        

Loans Clients

strategy than outright negatives based on our technical opinion regarding the banks’ risk,” 
says Naranjo.

In 1997, Cofide sought to diversify risk in the rural banks. At the time, 63 percent of  their 
portfolio was concentrated in the agriculture sector. The concept was to develop the ca-
pacity to lend to small merchants and women, the clients who had become the backbone 
of  successful microlenders, recalls Higa. 

With a US$1.5 million grant from IDB’s Multi-Lateral Investment Fund (MIF), Cofide 
contracted Felipe Portocarrero as an advisor. He and another microfinance expert, Gaby 
Cárdenas, were to provide technical assistance in strategic planning, mobilizing deposits, 
risk management, internal controls, creation of  new financial products and a new credit 
technology. They were to develop a new lending methodology centered on individual loans 
determined by cash-flow analysis and with no guarantees, and loan collections would be 
the responsibility of  the loan officer, says Cárdenas. The advisors were to be on-site for a 
full year. Several rural banks were unwilling to pay for the consultancy, and at other banks 
staff  were unwilling to adopt new methodologies. 

This program was overtaken by events. A significant number of  rural banks proved un-
viable within a short time. Between 1995 and 1998, the rural banks of  Majes, Corfinor, 
Mantaro, Selva Central, Tumbay and Valle del Río Apurímac y Ene went out of  business. 
During the financial crisis that began in 1998, half  of  the remaining banks disappeared. 
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    NGOs Become Special Regulated Lenders

In 1994, Cofide was responsible for managing large credit lines from CAF and IDB ear-
marked for microenterprise, but the money was not getting out to institutions that would 
on-lend to microentrepreneurs. Although Cofide had begun to consider supporting micro-
credit in the early 1990s, there was a debate about whether NGOs were able to successfully 
lend to the poor. Business manager Claudio Higa was among the skeptics. He thought 
microfinance was a social service not a business, with limited capacity for expansion. But, 
upon a closer look, he saw that NGOs were charging market interest rates, even though 
they were not supervised, and they were operating within a logic that required they grow 
and generate a profit. “We all came to understand that microfinance is both a service and 
a super business and therefore sustainable,” he adds. 

At the same time, Cofide’s director general Naranjo was looking to broaden the bank’s 
client base. Possibilities for lending to microenterprise were limited because Cofide could 
only lend to supervised institutions that, by definition, were deposit-taking institutions. 
The numerous NGO microlenders were off-limits.

In official financial circles, there was considerable nervousness about channeling funds, 
especially in large quantities, to institutions that lacked formal, built-in safeguards and 
controls. A notorious pyramid scheme, CLAE, had blown up in 1992, cheating the poor 
and workers who lost their jobs during the recession of  1991 and 1992 out of  $200 million. 
The had been sucked in by CLAE which paid up to 20 percent interest when conventional 
banks were paying about 6 percent.4 

In the wake of  the CLAE debacle, authorities took a careful look at non-bank finance. 
The SBS, led by Superintendent Luis Cortavarría, would not bend and insisted that Cofide 
lend only to supervised, deposit-taking institutions. Naranjo designed a new type of  orga-
nization that would allow NGOs to be supervised, and had the support of  Cofide board 
chairman Manuel Vásquez. “I personally led the design and proposal of  the regulations 
that led to the transformation of  NGOs operating credit programs to formal microfinance 
institutions capable of  intermediating funds from Cofide,” recalls Naranjo. The rules and 
structures for the new institutions were reviewed by a committee including representatives 
from the Finance Ministry, SBS, and Cofide business manager Higa and risk manager 
Hamann.

To convert to a supervised organization, the NGO had to put up minimum capital of  
US$263,000. The Central Bank vetoed the possibility that regulated NGOs could take 
deposits, which would have required a much higher capital base. Naranjo won the support 
of  superintendent Cortavarría by arguing that, while the transformed NGOs would not 
be taking deposits right away, they might in the future. Under this plausible scenario, it 
made sense for the superintendent to have a track record of  the institutions’ performance. 
Cortovarría agreed only to light supervision, saying he would receive and store information 
from the lenders but would not invest in sending out missions to inspect their books. That 
was the compromise, says Naranjo.



93A History of  Microfinance in Peru

In December 1994, SBS Resolution 897-94 wrote into law the Entities for the Develop-
ment of  Small and Micro Enterprises (Edpymes in Spanish) dedicated to financing small 
and microenterprises. They were granted the faculties to make loans and guarantees and 
receive funding from multilateral organizations, international donors, financial institutions 
and Cofide. A general provision stated that the SBS could authorize Edpymes to carry out 
other operations. 

Palermo Gálvez Cancino

Palermo Gálvez Cancino drives a ‘mo-
totaxi’ in Villa El Salvador, a large 
urban squatter settlement located in the 
southern outskirts of  Lima.  Mototax-
is are simply a covered seat for passen-
gers attached to a motorcycle. Recently, 
mototaxis have become a common form 
of  public transport in many Peruvian 
cities.

“We are unemployed but as mototaxi 
chauffeurs we generate income,” says 
Gálvez.  He is currently paying off  his 
sixth and seventh loans from Edyficar, 
a microfinance institution which has 
loaned him up to US$4,000 based on his excellent credit history.  Mototaxi drivers illustrate 
the trend in microfinance institution to increase their client base among service providers such as 
drivers, shoe repairmen and food stall cooks. Nowadays, 30 percent of  microfinance clients in 
Peru are service providers.

Gálvez is the President of  ‘El Séptimo’, an association comprising 160 motor taxis. Forty of  
its members have obtained loans from Edyficar and many invested in the purchase of  their mo-
totaxis.  While locally made vehicles cost US$1,000, imported models, which have fitted doors 
for passengers, can cost up to US$4,000. Gálvez plans for his future, and hopes to buy a car 
with his next loan. He also plans on setting up a village bank to beat the high rates of  interest 
charged by microfinance institutions. 

Edpymes came into being with the tacit promise of  ready access to funding. However, 
NGOs were slow to convert to Edpymes because putting in place the procedures and 
skills needed to run a regulated institution was complicated. ACP considered converting as 
soon as the structure was created, but didn’t obtain the initial authorization until October, 
1996, and apparently never requested the definitive authorization for operations. The first 
Edpyme, Credinpet, was formed in January 1996, after the conversion of  the Inpet NGO 
made up of  retired generals from the socialistic former military government (1968-80) 
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with the goal of  supporting worker-managed enterprises. Initially, Credinpet’s credit meth-
odology was to lend to solidarity groups. The SBS had no knowledge of  solidarity groups 
and was unwilling to supervise group loans, so it converted its portfolio to individual 
credits. Credinpet grew quickly, and in six months built a portfolio of  1,194 loans valued at 
US$3.7 million by lending predominantly to merchants and the garment industry.

Credinpet gained access to ample funds. By April 1997, it was operating with US$1.2 mil-
lion from Cofide, nearly US$1 million from Fondemi, another US$318,000 from the Pame 
fund of  Foncodes and more than US$130,000 from PACT and the youth development 
fund of  the European Union. 

By late 1997, a founder of  Credinpet, Otoniel Velasco, warned that the lender was unsustain-
able, and said management must either reduce staff  or increase the capital base. The founders 
refused to cut costs, so Velasco withdrew from the organization. The portfolio was poorly 
managed, and financial authorities intervened and liquidated the Edpyme in 1999.

Edpymes: Microcredit1 and Clients2   1996 - 1999

Source: SBS         
Notes         
1/ Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period. 
2/ Client: An individual or business with an enterprise loan payable as of  Dec. 31.     
    

LoansClients

Despite the lure of  improved access to funds, the upgrade to Edpyme involved added 
costs of  stricter supervision and tighter record-keeping. To compensate for this, an incen-
tive was created to encourage NGOs to convert. In April, 1998, a provision was established 
to exempt Edpymes from paying the 18-percent value-added tax on their interest earnings. 
The justification for the tax break was that, following the CLAE collapse, important ben-
efits came from extending oversight of  financial transactions.
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In 1997, CARE-Perú founded Edyficar, which soon became the leader in this microfi-
nance segment. Edyficar drew on the extensive CARE network to position itself  quickly 
in the microfinance market, and many of  its clients also received CARE technical sup-
port for their productive ventures. The NGO had operated revolving funds with producer 
groups and production chains, and offered individual loans. When Edyficar was created, 
the CARE staff  in charge of  revolving funds did not make the move to the Edpyme, and 
the lender gradually stopped offering revolving loans.

The conversion from NGO to supervised institution definitely required some added so-
phistication. CARE obtained authorization to create an Edpyme in 1997 but decided to 
begin operations in January 1998 in order to initiate Edpyme bookkeeping and SBS report-
ing with the new year.  In March, 1998, Edyficar got a call from SBS asking for financial 
statements for the end of  1997. Edyficar founder and director general Guillermo Fajardo 
recalls that Edyficar responded that, since they were not operating as an Edpyme at the 
time, the financial reports weren’t necessary. The SBS informed the executives in no un-
certain terms that they were required to present documents showing a zero balance. “What 
were we thinking?” says a bemused Fajardo.

Edyficar went on to perform well and grow rapidly. The portfolio reached US$3.1 million 
in 1998, just under one-third of  total Edpyme lending, and doubled to US$6.8 million in 
1999, slightly over half  of  total Edpyme lending of  US$12.3 million.

Idesi, the only NGO operating microcredit nationwide at the time, converted to an Ed-
pyme Proempresa, in 1997. Over the next few years, eight of  the NGOs (including Cham-
ber of  Commerce lending operations) supported by the IDB small projects program 
would become Edpymes. All Edpymes gained access to new and substantial credit lines, 
particularly from CAF and IDB. By the end of  the decade, 11 NGOs (including Credin-
pet) had converted to Edpymes and, combined, managed a total of  US$12.3 million in 
microenterprise loans. 

    Consumer Credit Institutions

Several banks focused on consumer credit began operating during the 1990s. These institu-
tions set up shop to respond to demand for personal loans which had dried up with the 
recession of  the early 1990s. Most of  the consumer credit institutions remained centered 
on personal loans throughout the decade. However, three of  the important consumer 
banks—Banco del Trabajo, Banco Orión and Financiera Solución—diversified over time 
and built up significant portfolios in microenterprise finance. The figures provided by 
these three banks on volume of  lending to micro and small enterprises are not entirely 
clear because consumer loans made up the majority of  their portfolios. The stated purpose 
of  Banco Orión was to mingle consumer loans with business loans for microentrepreneur 
clients. Banco del Trabajo and Financiera Solución began lending with a consumer finance 
strategy but later included microenterprises as an important market segment. 
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In 1994, Banco del Trabajo, a Chilean consumer bank owned by Grupo Cummins, opened 
in Peru. The bank expanded lending rapidly and indiscriminately, analysts say, between 
1994 and 1997, operating on the erroneous assumption that the economic stabilization 
would hold and income and employment would continue to rise. At the time, there were 
no credit bureaus in Peru covering this segment of  the market. 

The portfolio grew to a peak of  US$112 million in 1997, and from there began a sharp 
decline. In 1998, 22 percent of  the lending was written off, and in 1999 the portfolio had 
fallen to US$76.2 million. The bank began to recover through tighter lending policies and 
high interest rates that, in 1999, reached 138 percent in an environment of  annual inflation 
of  3.5 percent, according to Felipe Portocarrero.5 Banco del Trabajo executives reported 
that, in 2000, their clients included between 35,000 and 40,000 microentrepreneurs with 
modest loans ranging on average around US$550.

Banco Orión opened for business in 1995 as a consumer finance company and in 1997 
became a bank in order to comply with new banking laws. In the vision of  its founder, 
Pablo Bustamante, the consumer credit offered by Banco Orión was always oriented to 
microcredit for businesses. In Bustamante’s view, spending for consumption and for busi-
ness is intermingled with microentrepreneurs, he says. “Families require solutions for their 
entrepreneurial activity and consumption,” says Bustamante, who estimates that 65 percent 
of  families in Peru have a business, so they have dual needs. 

Banco Orión built up a sound portfolio of  credit and microenterprise loans and developed 
innovative products, including loans for self-built housing in poor neighborhoods that 
included a credit to pay the modest fee for registering the property. Financial problems 
in the holding company that owned Banco Orión led to the bank’s demise in 2000, says 
Bustamante. The portfolio of  credit and microenterprise loans, totaling US$40 million, 
was transferred to Banco Wiese Sudameris and became a platform for the bank (today 
Scotiabank) in the microenterprise market.  

Peru’s foremost bank, Banco de Crédito del Perú (BCP), made its incursion into consumer 
credit and microenterprise loans beginning in 1997 by reorienting the operations of  its 
subsidiary, Financiera Solución, which had been centered on leasing. Through a study of  
BCP market segments, McKinsey consultants pinpointed a group of  clients with savings. 
“We began to identify that we had potential for growth,” says Javier Otero, corporate af-
fairs chief  for BCP. In 1999, BCP partnered with a Chilean firm, Grupo Yarur, and this 
alliance led to the creation of  Solución as a consumer finance company. Solución had 
diversified its lending to include microenterprise loans, which in 2000 made up 42 percent 
of  the portfolio. The finance company served 17,952 microenterprise clients with loans 
averaging US$1,062 per client, according to Portocarrero.

These experiments in consumer and microenterprise financing took a hit in the economic 
crisis of  the late 1990s. Keen competition among many institutions in the consumer credit 
industry, most of  them trying to copy the Chilean model, heightened the vulnerability of  
the portfolios. The Chilean model was a misfit for Peru, where relatively few workers re-



97A History of  Microfinance in Peru

ceive a regular salary. “Chile does not have the (economic) informality Peru has,” and lending 
to informal businesses required additional risk management techniques such as credit scoring 
and a credit bureau, says Max Chion, former director general of  Banco del Trabajo.

    A Bank for Microenterprise

Early in his second term, President Alberto Fujimori indicated a special interest in making 
credit available for microenterprise. In his annual address to the nation on July 28, 1996, 
Fujimori pledged to create a bank designed to serve low-income people, providing small 
loans and operating as a commercial bank. Fujimori made his promise more explicit by 
citing Banco Solidaridad of  Bolivia (Bancosol), Latin America’s first bank dedicated to 
microenterprise, founded in 1992. “For this, we can count on the cooperation offered by 
(Bolivia’s) President (Gonzalo) Sánchez de Losada,” Fujimori concluded. 

In his reelection bid, one of  Fujimori’s handpicked running mates was Ricardo Márquez, a 
businessman who, as a leader of  the National Society of  Industry, had called for the pro-
motion of  microenterprise. Márquez, who became second Vice-President, had previously 
helped organize fairs of  school uniforms and supplies made by microbusinesses in Peru as 
a way of  showing that homegrown alternatives to Chinese imports were available, and had 
proposed government support for microcredit. 

Fujimori moved quickly to create the bank. On September 27, 1996, he issued and signed a 
resolution appointing a technical commission to promote formation of  a bank specialized 
in delivering financial services to “the least favored sectors of  the country and to microen-
terprise” (Supreme Resolution 336-96-PCM). The three members of  the commission were 
Vice-President Márquez as chairman, Sonia Goldenberg, “representing the Presidency” as 
coordinator, and Humberto Gobitz Colchado of  the Finance Ministry. 

Several individuals close to the process say that it is Sonia Goldenberg who created Miban-
co. She had the mandate to represent the presidency and coordinate the effort, and by all 
accounts she ran with it. A former Univisión TV correspondent, Goldenberg had left New 
York in 1996 to return to Peru where she was well connected. 

A seminar of  international microfinance experts was organized by Márquez and the Lima 
office of  the World Bank. The invited specialists included Carlos Cuevas of  the World 
Bank,  Henry Jackelin of  the U.N. Development Program, Pancho Otero, CEO of  Ban-
cosol, and Richard Rosenberg of  USAID. These experts met for a day and a half  in Lima 
and discussed the bases for creating a bank. “The view of  the outside experts was the 
government ought to keep out because there was little it could do and the danger of  politi-
cal distortion was very high,” says Rosenberg.  The political barriers to purging delinquent 
borrowers and charging interest rates high enough to cover costs in public lending pro-
grams were already well known from failed experiences in many countries. 

Damian von Stauffenberg, then loan officer in the World Bank with responsibility for Peru, 
feared that Mibanco would be run by the state, and the relatively small Cajas and other 
legitimate microfinance institutions would be damaged by a government presence in the 
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sector. He maintained that the government had no capacity for running a microfinance 
institution. Von Stauffenberg proposed that ACP become a bank, bring in additional share-
holders and the bank be called Mibanco, allowing the government to fulfill its promise and 
not spend any of  its own money. 

The promotion effort then turned to identifying an alternative institution that knew how 
to run a loan portfolio and could serve as a launching pad for Mibanco. The two largest 
groups focused on lending to microenterprise were the Cajas and Acción Comunitaria del 
Perú. Getting involved with the Cajas had political overtones because of  their ties to may-
ors, even though the governing structure included safeguards to prevent manipulation. 

ACP, an NGO with over 20 years of  experience in microcredit, became the likely candidate. 
By 1986, ACP had grown to become the largest microenterprise institution in Latin America, 
and in 1987, the first such institution in the region to convert all of  its credits to individual 
loans. In 1996, ACP could claim a loan portfolio of  over US$10 million and a growing client 
base of  nearly 20,000 microentrepreneurs. Although a non-profit, ACP had shown strong 
performance in 1995 when it netted US$3.5 million on lending operations.6 

ACP had been investigating options for converting from an NGO into a regulated institu-
tion to gain access to other sources of  funding and be able to serve more microentrepre-
neurs. The commitment to become a regulated institution was central in the thinking of  
Accion International, the microfinance advisory group that launched ACP in 1968, and 
had direct experience with the successful conversion, in 1992, of  its Bolivian affiliate into 
Bancosol. When Goldenberg visited Accion International president and CEO Michael 
Chu at his Sommerville, Massachusetts, office, he said “the one institution in Peru that 
could be the backbone of  such a bank was ACP.”

In 1996, Goldenberg called Manuel Montoya and “proposed that ACP be a state bank,” 
Montoya says. The notion of  becoming a state bank provoked an immediate negative reac-
tion on the ACP board. 

ACP and Mibanco1: Microcredit2 and Clients3 
1993 - 1999

Loans Clients

Source: ACP, Mibanco, SBS.        
Notes:          
1/ In May 1998,  Acción Comunitaria del Perú became a regulated bank called Mibanco.   
2/ Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.
3/ Client: An individual or business with an enterprise loan payable as of  Dec. 31.
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Accion International’s Chu, however, was willing to explore the proposed conversion of  
ACP, but “with great trepidation.” He talked again with Goldenberg and told her, “There 
are some ground rules, and one is this is a market-based initiative like Bancosol, first not 
subsidized, and second no government ownership.” 

State participation in Mibanco became the central issue in the negotiations between the 
government and ACP, Accion International and ProFund, a private equity fund dedicated 
to microfinance. ACP was represented by board members including Guillermo Cornejo, 
Oscar Rivera and Daniel Rodríguez, Accion International by Michael Chu, and ProFund 
by its CEO, Alex Silva. The microfinance delegation stood firm on its demand for an all-
private bank. “We made it clear we were ready to walk away, government ownership would 
have totally eroded what we wanted to do, to show that a commercial bank oriented to the 
poor operated on best practices could be great,” says Chu. 

The steps toward formalizing and launching the bank advanced quickly. Fujimori put 
Márquez in charge of  developing a law for a microenterprise bank. That law makes an 
exception to Peruvian banking law by allowing banks to be shareholders in Mibanco. 

The original capitalization of  Mibanco totaled US$14 million, far in excess of  the mini-
mum of  US$5.6 million of  paid-in capital required to establish a bank. ACP held 60 per-
cent of  the shares, ProFund 19 percent, Accion International’s Gateway fund 7 percent 
and Banco de Crédito and Banco Wiese, 6.6 percent each. CAF later bought a 3.8 percent 
share of  Mibanco in 1999. 

In November 1997, the SBS granted regulatory approval to the bank. With a bank permit 
and paid-in capital in hand, the process of  transforming ACP began apace. The strategic 
plan for the bank approved by the board “was for Mibanco’s institutional culture to repre-
sent a mix of  the NGO and commercial bank cultures adequate to provide the security of  
a formal bank while catering to the microenterprise market.”7 This principle was respected. 
During the conversion, the management structure became top-heavy with conventional 
bankers due to some unexpected resignations, but by November 1998, a management 
restructuring achieved a balance between bankers and NGO staff. 

On May 4, 1998, the bank opened for business. President Alberto Fujimori inaugurated 
the first branch office of  the bank that bore the name he gave it, Mibanco. The branch 
was located in Canto Grande, a district of   San Juan de Lurigancho, a developed squatter 
settlement, home to a million people. Fujimori had fulfilled his promise. The government 
never was involved in the bank’s operations, and after two years its observer board member 
retired from the board.

ProFund became an active shareholder in Mibanco. “Our dream was to get ACP shares 
below 50 percent so Mibanco would become a corporation more or less widely held,” says 
Silva, the ProFund representative on the board. The strategy had been to have the full-
service banks expand their holdings in Mibanco. Instead, the banks were ultimately bought 
out because they were using their positions on the board as an observation post to see how 
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microfinance was being done at a time when each bank had already created its own special-
ized microfinance shop—Solución at BCP and a consumer banking area at Banco Wiese. 
“They saw our success and it opened their appetites,” says Rivera. 

Soon after the conversion, ProFund challenged Mibanco regarding its high interest rates 
and high operating costs. When the bank started operating, its interest rates were 120 
percent, the rates of  others were 160 percent and moneylenders charged 300 percent, says 
Rivera. “This was partly explained because ACP (had been) the only game in town,” says 
von Stauffenberg. Mibanco operations were heavily concentrated in metropolitan Lima. 

By the late 1990s, Mibanco interest rates were 80 percent and operating costs were about 
50 percent. Other microfinance institutions, such as Cajas, were charging interest rates of  
half  that level and making a profit. Operating expenses should be about 10 percent of  the 
outstanding loan balances, and a microfinance industry standard suggests that effective 
interest rates should be in the high 20-percentage points or around 30 percent. The best 
Cajas, for instance, had operating expenses in the teens. “It became a very contentious is-
sue inside the ProFund board; we said they’re being inefficient and competition will come 
up and they will get whipped,” says von Stauffenberg. 

The board supported taking action to bring rates and costs down, and measures were 
launched to attack both issues. “We applied management skills, Mibanco brought expenses 
down and in time interest rates came down,” says Chu. New management came in and 
costs dropped. Accion International provided technical assistance of  various types with 
Mibanco over the following years, and Mibanco has achieved economies of  scale and the 
size of  its average loans has risen. 

Equity shares in the bank were structured to guarantee permanence on the board for the 
original shareholders. Five of  the nine board members were from ACP, which held a 60-
percent share. All other investors had one seat each. The ACP and Mibanco boards were 
interlocking in practice since five of  the eight ACP board members in the early years were 
also Mibanco board members. “Manuel Montoya, director and CEO of  Mibanco, con-
siders that any possible conflict is eliminated by defining ACP as a nonfinancial-services 
institution and Mibanco as a financial institution.”8 ACP representatives on the Mibanco 
board held no personal equity stake in the NGO or the bank.

Mibanco grew quickly after the transformation. In its first full year of  operation, 1999, the 
active loan portfolio grew by over 20 percent and active borrowers grew by 52 percent.9 
By the end of  2008, the bank was had 296,805 clients and its gross loan portfolio of  $781 
million was the fifth largest in Peru’s financial system.

    Funding for Microfinance 

During the 1990s, the sources and amounts of  funding available to microfinance institu-
tions expanded significantly, and new sources of  funding, public and private, began to 
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participate in the microfinance industry. Among regulated institutions, savings deposits 
grew to become a significant source of  working capital. At the turn of  the century, private 
funds seeking to invest in microfinance entered the scene.  

In the early years of  the 1990s, multilateral development banks and bilateral donors were 
the leading sources of  funding for microfinance in Peru. The two regional development 
banks, IDB and CAF, loaned well over US$100 million, combined, to microfinance during 
the decade, and donated additional millions to support technical assistance to strengthen 
individual microfinance institutions and develop enabling institutions that promoted a 
healthy expansion of  microfinance. After its restructuring in 1992, Cofide became the lead-
ing vehicle for channeling funding to microfinance, and the largest volumes of  IDB and 
CAF funding for microfinance were loaned through the development bank. “The single 
most important factor (in funding) was Cofide as a lender,” says Damian von Stauffenberg, 
president of  Microrate, microfinance rating agency.  

	 IDB’s	Vanguard	Role	in	Microfinance

The Inter-American Development Bank was a pioneer in lending to microfinance. A spe-
cial division of  IDB, the Small Projects Program (SPP), was created in the late 1970s and 
became an innovative and flexible mechanism that allowed IDB, unlike other development 
banks, to lend directly to NGOs, credit unions, foundations and other organizations pro-
viding microcredit to small businesses and producers. IDB President Antonio Ortiz Mena 
took up the idea of  supporting microfinance with a social vision to help the poor.

The SPP was the inspiration of  Beatriz Arreche, division chief  for technical assistance at 
the bank. The SPP was approved and granted US$10 million for the first several years of  
operation. The Social Progress Trust Fund and Fund for Special Operations financed SPP. 
These funds offered the advantage of  being separate from the bank’s capital, so operations 
with them did not put at risk the AAA credit rating of  the bank. As a result, the IDB did 
not require a sovereign guarantee on the loans to small projects, and this made it possible 
to lend directly to local and unregulated intermediaries. 

The program continued under the next bank president, Enrique Iglesias, who succeeded 
Ortiz Mena in 1998.  “The issue was the growing pressure of  micro and small enterprises, 
they had no guarantees and no access to credit,” says Iglesias, who was IDB president until 
2005. “It is the sector that employs the most people, more than 50 percent of  the entrepre-
neurs we helped were women; it was a form of  providing support for social needs, gender 
and to the growth of  microenterprise,” says Iglesias.

The early SPP soft loans supported projects that helped artisans improve the quality and 
marketing of  handcrafts and supported small farmer production, says Ken Cole, SPP co-
ordinator from 1979 to 1992. “We learned early that small loans to small outfits have an im-
pact,” and people with small loans could add to the stock of  family income, says Cole. “We 
decided at the outset that we needed to prove poor people were responsible credit risks.” SPP 
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funded NGOs that were deemed reasonable mechanisms for outreach to the poor. Lending 
to microfinance programs grew, and throughout the life of  the SPP and its successor, the 
Social Entrepreneurship Program (PES), microfinance received 38 percent of  the total of  
US$318.9 million disbursed throughout Latin America and the Caribbean by 2003.10

SPP funding of  microfinance in Peru surged in the 1990s when a total of  US$14.13 million 
was loaned to 26 microfinance institutions. The average loan totaled about US$500,000, an 
amount that would be worth US$2 million today. In 1992, the SPP loaned US$7.7 million 
to a total of  13 NGOs to support lending to microentrepreneurs. The loans created eight 
new NGOs that grew and later became regulated institutions,11 and introduced micro-
credit into three organizations that continue to lend exclusively to women. The funding 
helped expand the microcredit programs of  existing NGOs, supported six chambers of  
commerce in launching microfinance programs and strengthened 10 Cajas by providing 
them with working capital.   

The IDB’s rationale for these loans was “to support fledgling institutions with a vocation for 
reaching the informal sector of  unbanked with microcredit,” says Dieter Wittowski, senior 
investment officer at IDB’s Multi-lateral Investment Fund (MIF), the bank’s unit for promot-
ing the private sector. The bank worked with NGOs, the pioneers of  microlending, and sup-
ported credit methodologies including solidarity group lending and village banking. 

The technical assistance grants that complemented loans for working capital focused 
heavily on the type of  loan analysis—“character lending” based on character references—
adapted for serving microenterpreneurs, says Wittowski. The Cajas’ technique of  visiting 
the loan applicant, their business and neighbors and nearby shopkeepers served as a model. 
Loan officers were also trained in how solidarity groups use peer pressure as a means of  
guarantee for a loan. The grants also financed the creation of  information systems that 
would be simple to use and allow NGOs to track the small payments of  thousands of  cli-
ents. Grant monies were sometimes used to finance start-up costs of  new branch offices. 

When the PES program began in 1998, the focus shifted away from urban-based microen-
trepreneurs to rural finance. Rural-based loans go to support livestock, forestry, trout pro-
duction and mini-hydroelectric programs. In Peru, as in other countries, the SPP and PES 
programs contributed to the growth of  microfinance institutions, many of  which became 
as large as small banks.12 

 A Funding Lifeline

Microenterprise lending and NGOs received substantial funding support at a critical time 
through a fund launched in 1992. The Fund for Microenterprise Development, Fondemi, 
was created at the instigation of  Copeme, and was capitalized with € 13.2 million from the 
European Union and € 2.2 million from the Peruvian government. All NGOs with lend-
ing programs got funding from Fondemi for onlending to microentrepreneurs in amounts 
ranging from US$500 to US$10,000. Fondemi was in operation from 1992 to 1998 and was 
administered jointly by a board made up of  a government representative, Iris Shimabu-
kuro, then at the Ministry of  Industry, Tourism, Integration and International Trade, and 



103A History of  Microfinance in Peru

the EU representative, Mariano Mora Seco de Herrera. 

This fund became a lifeline for many NGOs that suffered heavy losses in 1992 and 1993 
as industries with a large microenterprise participation, such as shoemaking, textiles and 
metalworking, lost sales and jobs. Fondemi and Foncodes were the only programs at the 
time with large funding for microenterprise, so they could help NGOs that were sinking 
alongside their clients. Both funds allowed lending of  groups like CARE Peru, Idesi and 
Inpet to survive. By the time Fondemi concluded its initial phase in 1998, the NGO fund 
recipients included a majority of  institutions that would later transform themselves into 
regulated institutions. 

The Fondemi program aimed to upgrade the skills of  NGOs in portfolio management and 
help banks become familiar with microenterprise lending without risking their own capital. 
An NGO-commercial bank alliance similar to that used previously by Banco Wiese was 
established. The NGO lenders were responsible for risk analysis and credit decisions and 
received a portion of  the interest on loans to compensate their services. The banks acted 
as cashiers for the clients who were required to open a bank account for receiving their 
loan disbursements. Borrowers were required to put up a guarantee for their loans because 
banks did not want to assume credit risk as a way to stimulate a bank-style credit culture in 
NGO portfolio management.

Four commercial banks participated in the program: Banco Wiese which trained Banco 
Continental, Banco Sur in Arequipa and Banco Regional del Norte. Banks and NGOs 
together created manuals with guidance for granting loans, formulating guarantees and 
writing standard contracts. These standard instructions were meant to introduce discipline 
into NGO practices and shift the conventional NGO mindset of  charity to the logic of  
sound business practices. A contingency fund was also set up with some of  the interest 
income to cover the losses of  unpaid loans. Despite these safeguards, some NGOs had to 
leave Fondemi because their loan analysis was poor and their portfolio management was 
inadequate. They had to assume the debt of  their clients, says Shimabukuro.

The capital and interest held by Fondemi when the program ended in 1998 totaled US$8 
million and was blocked in bank accounts while a committee debated about how the mon-
ies would be administered. In 2001, Fernando Villarán, the first president of  Copeme, was 
appointed Minister of  Labor, and he was put in charge of  Fondemi. He called Shimabuku-
ro, and charged her with the task of  putting the funds back into use for microenterprises. 
An agreement was reached with Cofide to receive the monies as a trust and administer 
them as a credit line for microenterprise and to provide technical assistance. This arrange-
ment is still in effect.  

 Multilateral and Bilateral Funding Grows

IDB funding to microfinance increased significantly in the 1990s as the MIF began opera-
tions to strengthen the private sector in Latin America and the Caribbean through grants 
and investments. MIF works with the whole gamut of  institutions involved in microfi-
nance, from NGOs to banks and national bank superintendencies, says Sergio Navajas, 
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investment officer with the fund. In 1993, the MIF created a mechanism for making direct 
investments in microfinance.  The majority of  MIF investments were made by acquiring 
a minority share in microfinance funds administered by other organizations. During the 
1990s, MIF also helped prepare microfinance institutions for seeking market funding with 
a program that paid for credit risk ratings for 147 microfinance institutions in 17 countries. 
The participating microlenders found that, once they had a rating or assessment in hand, 
the amount of  funding available to them increased and they could get better financial 
terms on their loans, the IDB reports. 

From 1998, MIF began funding microfinance in Peru. Over the next two years, the Fund 
supported the formation of  five new Edpymes—Confianza, Crear Arequipa, Crear Tacna, 
Crear Trujillo, and Proempresa. “By working with those five at the beginning, we were 
trying to send a signal that working with converting NGOs is a valid strategy,” says Wit-
towski. Each of  the Edpymes received a grant of  between US$200,000 and US$300,000 
for technical assistance in strategic planning, new product development, creation of  infor-
mation systems and training of  loan officers and management staff  for compliance with 
supervision. The Edpymes created manuals, procedures and financial management and 
accounting systems to meet SBS requirements. 

In 1998, the IDB began funding microfinance out of  its own capital. It supported the larg-
est wholesale microfinance program in Latin America, the Microenterprise Global Credit 
Program (called “Microglobal”). The program channels funds through second-tier institu-
tions, including national development banks. Cofide received two Microglobal loans, one for 
US$25 million effective from September, 1995 through May, 1998, and another for US$30 
million for a three-year period beginning in September, 1998.13 A third Microglobal program 
began in 1999 funded with US$30 million as a component in a larger multi-sectorial loan. Co-
fide contributed counterpart funds of  US$10.7 million, US$12.9 million and up to US$20.2 
million, respectively, to the three Microglobal loans. Sixty percent of  the Microglobal funds 
were loaned by Cofide to full-service banks to encourage them to lend to microenterprise, 34 
percent of  the monies were loaned to Cajas and the remaining funds were channeled to rural 
banks and Edpymes, according to Cofide figures. The program also provided support to the 
SBS to develop its capacity to supervise Cajas and rural banks. 

CAF also channeled funding to microfinance in the 1990s, beginning in 1992 with a US$25 
million loan to Cofide for onlending to small and microenterprises. Its lending to microen-
terprise includes credit lines, equity investments, subordinated loans and guarantees for 
bonds, says Alejandro Soriano, deputy director of  small and micro enterprise and micro-
finance at CAF. CAF also provides support to public institutions to improve or adjust the 
regulatory framework, promote and strengthen networks or associations, improve technol-
ogy used in microfinance and provide training for microfinance institutions. 

The World Bank did not support microfinance directly until after 1995 when its special-
ized division, the Consultative Group to Assist the Poorest (CGAP), was founded. CGAP 
had a fund of  US$30 million over three years to finance grants worldwide, and dedicated 
75 percent of  these funds to capacity building for microfinance institutions which com-
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peted for grants by presenting proposals, says Ira Leiberman, founder and former CEO 
and Managing Director of  CGAP. Given the resources of  bilaterals for supporting mi-
crofinance, CGAP soon focused its spending on setting basic standards for the industry, 
particularly models for projections and budgeting, interest-rate setting and management 
information systems. 

Other sources of  funds for microfinance included bilateral aid agencies, such as the Ca-
nadian and Swiss aid agencies, the FMO of  Holland, KFW of  Germany, U.S. Agency 
for International Development and multi-lateral cooperation from the European Union. 
Through the monetization of  donated food, USAID channeled large amounts of  fund-
ing to various microfinance programs. In coordination with the Association of  Exporters 
(ADEX), USAID funds were given to NGOs for lending to small and microentrepre-
neurs engaged in agriculture and handcrafts production. In 1994, the USAID Anti-poverty 
Lending for Enterprises (APPLE) program got underway in Peru with US$2.1 million 
in funding to support credit for women entrepreneurs. Technical assistance was made 
available to three NGOs working with poor women: CARE, Catholic Relief  Services and 
Finca. After 1994, USAID funding for microfinance increased as the agency continued 
to allocate monetized food aid to microfinance and provided additional funds for direct 
financing of  microfinance lending portfolios. 

Specialized institutions, such as the Inter-American Foundation (IAF), an agency funded 
by the U.S. Congress to work with non-governmental organizations, also supported micro-
finance programs. The IAF provided grants for guarantee funds or working capital for loan 
portfolios for NGOs including Acción Comunitaria del Perú, Finca and Habitat Perú. 

	 Private	Investment	in	Microfinance

In the late 1990s, an innovative form of  private funding for microfinance, called social in-
vesting, entered the picture. “Social investors” seek a double bottom line, or an investment 
that provides a financial return and triggers a beneficial social impact. Because many social 
investors accept a below-market rate of  return, it is sometimes argued that social investing 
involves a subsidy. Over time, social investing has become a vehicle for absorbing a small 
portion of  the investments of  high net worth individuals, and it is often publicized that 
they accept a lower return than in their other investments because they consider the social 
impact a compensation for the lower actual yield. Social investors are generally welcomed 
by microfinance institutions because the interest rates on loans are often lower than in 
the formal market, and because equity investments are frequently “patient investments,” 
meaning the investors are willing to invest their money over a sufficient amount of  time 
to enable the institution to grow via reinvested profits. On the other hand, investments in 
microfinance have performed well historically, occasionally providing double-digit annual 
rates of  return, so the results of  such investments can often be considered competitive 
with a range of  investment options.
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 ProFund, the first private equity fund dedicated to microfinance, was established in 1995 
by social investors—Accion International, Calmeadow of  Canada, SIDI of  France and 
Fundes of  Switzerland. Together, they pooled US$23 million to invest in Latin America to 
prove microfinance institutions could be profitable and self-sustaining. By this time, there 
were a number of  likely candidates for the fund since quite a few microfinance institutions 
in the region had created a large enough client base and cut costs sufficiently to be com-
mercially viable. But, to grow to a client base of  20,000 borrowers, they needed to access 
more money than donors could provide, says Alex Silva, former director of  ProFund.  
The NGOs were generating a surplus and, in that sense, could be eligible to receive loans. 
Microfinance institutions were beginning to think about getting access to capital markets, 
but faced a barrier since capital markets would not lend to unregulated institutions. “Ev-
erything seemed aligned,” says Silva. BancoSol, the first regulated microfinance institution 
in Latin America, had set an example by showing that it could be converted to a bank and, 
as such, could take loans or raise capital with equity stakes. 

ProFund invested in Mibanco in 1998 when the bank was first formed.  The US$2 million 
share acquisition was the largest equity investment made by ProFund in its 12 years of  
operations, from 1995 to 2007. The decision to invest in Mibanco was influenced by the 
large size of  Peru’s microfinance market and because it was the most attractive alternative 
among the narrow field of  regulated institutions, says Silva, former director of  the pioneer-
ing fund. An obstacle to investing in Cajas was their ownership by municipal governments, 
and Edpymes were new so their track record was uncertain. ProFund held its Mibanco 
stake for over eight years and earned a return of  US$5 million when the fund closed, as 
originally planned. 

In 1998, Dexia Banque Internationale à Luxembourg created the Dexia Micro-Credit 
Fund, the first commercial investment fund designed to finance microfinance institutions 
specialized in financial services to small companies in emerging markets. In 1999, the Latin 
America Challenge Investment Fund (LA-CIF) was created with support from MIF, and 
began operations offering credit lines. Initial shareholders of  LA-CIF also included CARE, 
Desjardins de Canada and SIDI of  France. Soon after, other similar funds oriented toward 
microfinance were established and began investing in Latin America. 

ProFund was the beachhead of  a funding source for microfinance that, beginning in 2000, 
would start to grow exponentially. For Cajas, deposits remained the single biggest source 
of  funds. For all microfinance institutions, lending channeled through the development 
bank, Cofide, grew enormously throughout the decade, boosted by funding from multilat-
eral banks and bilateral aid agencies. The decade closed with the appearance of  a promising 
new source of  funds, private sector investors. 

    Enabling Institutions

During the 1990s, a host of  enabling institutions came into being or matured in Peru. The 
Banking Superintendency (SBS) got closer to the microfinance sector and became more 
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knowledgeable by expanding the number of  institutions that it supervised and by monitor-
ing microenterprise loans separately from other types of  lending.  Credit bureaus were es-
tablished and structured in a beneficial way that added new tools for managing risk in loan 
portfolio. Specialized credit rating agencies began issuing assessments of  microfinance 
institutions useful internally and for potential investors in microfinance institutions.

 SBS

Peru’s banking superintendency continued to enable the evolution and expansion of  mi-
crofinance with a pro-active, friendly stance toward the industry during the 1990s. The SBS 
assumed a new supervisory responsibility with the creation of  the rural banks which, in prac-
tice, generated some headaches as seven of  them had to close before the end of  the decade. 

The SBS was a critical player in the creation of  the Edpyme as a means to convert NGOs 
to regulated institutions. Few details are available, but the former SBS superintendent, 
Manuel Vásquez, is said to have been an active advocate for creating the Edpyme despite 
reluctance on the part of  the Central Bank and Finance Ministry. Once the Edpymes were 
approved, the SBS took on the task of  supervising them even though the institutions did 
not receive deposits. 

The SBS made a significant contribution to the development of  microfinance in Peru 
with its 1997 approval of  the microenterprise (MES) loan category. By setting strict pro-
visioning requirements, the SBS sought to reduce portfolio risk for lenders while allowing 
flexible rules to account for the informality of  microbusiness and simple criteria—days 
of  default—that were easy for lenders to use to classify loan performance and set aside 
adequate provisions. 

SBS also helped nurture healthy development of  microfinance by being strict in its super-
vision. The perception that the SBS is a rigorous enforcer of  norms creates incentives for 
adhering to best practices in risk management.

 Rating agencies

Between 1994 and 1996, four Peruvian rating agencies began operating and offered the 
capability to cover microfinance: Apoyo y Asociados Internacionales, Clasificadora de 
Riesgo Pacific Credit Rating, Class y Asociados and Equilibrium Clasificadora de Riesgo. 
The services of  international microfinance rating agencies, MicroRate, Planet Rating and 
Microfinanza Rating, were also available to Peruvian institutions. 

 Credit ratings initially served as a way for a microfinance institution to get a detailed as-
sessment of  how it was performing and where it needed to improve its operations. The in-
stitutions had to open their books to be rated, and this compelled microlenders to become 
more transparent. The specialized ratings examine risk, operations and solvency and also 



108 The Mustard Tree

carry out a careful analysis of  the social impact of  the microfinance institutions on serving 
the poor and promoting microenterprise. 

As microfinance expanded in the 1990s, borrowing funds or attracting investors would 
become important means for raising working capital to make more credit available. The 
availability of  ratings facilitated the process of  seeking funds on a commercial basis.14 

 Credit Bureaus

The initial impulse for setting up a credit bureau capable of  supervising microcredits came 
from the microfinance association, Copeme. In the early 1990s, Copeme began creating 
an information platform to track the credit history of  microfinance clients. From 1992 to 
1996, some 30 NGOs reported their client histories on a diskette and the groups shared 
the diskettes among themselves, checking on clients borrowing from several lenders. “Our 
information was quite precarious,” says José Loayza of  Alternativa, the NGO microlender. 
“We only kept records on delinquent loans, and the information was jealously guarded for 
fear another organization would take your good clients.”
 
The SBS began expanding and deepening its central credit registry with support from the 
IDB-funded Microcredit Global Line beginning in 1995. By 1998, the SBS was handling 
two million records on loans of  US$4,000 and more. The benefits of  developing this 
capacity in SBS and having it available for the industry at large are that “credit informa-
tion decreases risk, transaction costs and obstacles to entry in the microfinance business, 
promotes competition, expands access to credit, and helps to limit overindebtedness.”15 
But SBS did not track the smaller microenterprise loans. 

In 1997, the nation’s two leading banks, BCP and Banco Wiese, formed a partnership with 
a telecommunications firm to establish a credit bureau which was named Infocorp. The 
next year, the international credit bureau corporation, Equifax, bought a majority stake 
in the firm which took the name of  its new owner. BCP and Banco Wiese (later bought 
by Scotiabank) retained minority share positions in Equifax which was focused on credit 
reporting as its core business.

Within a year, Equifax began to contact microfinance institutions and sought out Copeme, 
says Julio Best Morla, founder and CEO of  Equifax in Peru. The non-regulated NGO seg-
ment of  microfinance was a promising market for Equifax because it wasn’t covered, whereas 
the SBS was beginning to receive reporting from Cajas and rural banks and, over time, would 
generate coverage of  all regulated institutions. “We saw (NGOs) as important from the com-
mercial standpoint of  getting more clients and having more information,” says Best. 

Copeme and Equifax reached a formal agreement whereby the credit bureau would create 
a package of  services for Copeme’s member organizations. It which included training the 
groups in how to report the credit histories of  their clients. “Copeme was an ally for us,” 
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providing information that was prized at a time when coverage of  microcredit was scant, 
says Best. Over the years, unregulated microfinance institutions became one of  the market 
segments that grew the most for Equifax.  

The rules for operating a credit bureau in Peru benefit all users of  credit histories. Under 
the banking reform of  1993, banking secrecy was eliminated on borrowings, allowing the 
debts of  a person and the assets of  a bank to be public information. “The concept of  
Peruvian law is that, given that (loan) information corresponds to both parties, the infor-
mation is not intimate, the economic behavior of  the person must be known,” states Best. 
The regulator has the power to demand information, and the bank must comply.  

As a result, credit reporting in Peru includes what is called a “positive bureau” and a “nega-
tive bureau.” In other words, a credit history includes both the positive track record of  pay-
ing on time and the negative history of  late payments and defaults. This gives a balanced 
picture of  credit risk. Ecuador copied this model six years ago, but the region’s largest and 
more advanced economies—Argentina, Brazil, Chile, Mexico and Uruguay—have only 
negative credit reporting to date.

 Traditionally, the credit bureau industry in Peru has had few players. Equifax held a dominant 
position, with 80 percent market share, from the time it acquired Infocorp credit bureau. In 
2007, Equifax acquired its rival, Certicom. At that point, the firm had a monopoly for about 
a year until two other companies, Informa and DataInforma, entered the market. 

    A Resilient Microfinance Industry

The period of  strong economic growth and stability in the mid-1990s proved to be an inter-
lude. In 1997 and 1998, a series of  external shocks from the Asian and Russian crises and the 
devaluation of  Brazil’s currency began to shake the banking sector. Business losses from El 
Niño flooding added to the pressures on commercial financial institutions. Banks’ assets fell 
sharply as a result of  the financial crisis. Five banks and one finance company were liquidated 
or bought out in 1998 and 1999, and bank collapses continued into 2001. As the shock waves 
hit Peruvian banking, the first closings were Banco República and Banex which were liquidated 
in 1998 and 1999, respectively. In 1999, Financiera Regional del Sur was absorbed by Banco de 
Comercio, a Chilean consumer bank; Banco del País was bought by Banco del Nuevo Mundo; 
Banco Sur was taken over by Banco Santander and Norbank acquired Banco del Progreso. 

Two of  Peru’s top five banks, Banco Wiese and Banco Latino, survived the decade but 
were mortally wounded at the start of  1998. Plagued with poor investments and manage-
ment before the crisis broke, the banks suffered major withdrawals during 1998 and were 
propped up with Banco de la Nación deposits in 1998 and 1999. The government maneu-
vered to avoid the collapse of  either, fearing a systemic failure, but both banks lost the bulk 
of  their capital, and Latino ended up costing the government a great deal. The cumulative 
effect was a significant contraction in the banking system and in all segments of  financial 
markets between 1998 and 2002.
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Microfinance institutions not only remained solvent during this financial crisis, they flour-
ished. Cajas and Edpymes continued their trajectory of  rapid growth. The newest entrant 
in the field, Mibanco, led other institutions with 60 percent expansion of  its portfolio in 
1999, its first full year of  operation. The recently created Edpymes grew by 27 percent in 
1999 and the Cajas continued their steady growth, expanding by 34 percent in 1997, 12 
percent in 1998 and again by 12 percent in 1999. Rural banks suffered a slight decline in 
the loan portfolio, a drop of  about 0.5 percent, no doubt because of  their concentration 
in the rural sector which suffered losses from El Niño floodings in 1998. Full-service 
banks had built up sizeable operations in microenterprise credits which, in 1998, totaled 
US$181.1, combined. 

Non-governmental organizations continued developing credit methodologies to provide 
financial services to the poorest segments reached by microfinance, and also grew rapidly 
during the 1990s. Some of  the NGO microfinance programs were profitable. Although 
only three years had passed since NGOs began to convert to Edpymes, the trend for the 
regulated institutions to “scale up,” serving ever more clients at a higher level of  income 
and with larger loans, was already clear.16 

By the time the century drew to a close, Peru had in place a vibrant microfinance industry 
built on solid foundations. The lenders had been shaken by two financial crises in the 1990s, 
and came out robust and strengthened both times. The most established institutions, the 
Cajas, saw their portfolio grow 98 times in the decade and the client base multiply 27 times. 
Two types of  new institutions were created between 1994 and 1997, and Edpymes quickly 
proved to be a promising platform for expanding the reach of  microfinance. Rural banks 
suffered a painful weeding out process in their first years, but advanced toward steady if  
gradual expansion in the late 1990s. The country’s first commercial bank dedicated to mi-
crofinance moved immediately into a phase of  accelerated growth. 

As the year 2000 neared, Peru could claim 41 regulated microfinance institutions, far more 
than any other country in the region, and the foundations of  a friendly and sound busi-
ness environment that would accompany future growth of  this burgeoning industry. With 
288,000 clients served by regulated institutions, microfinance was establishing itself  as 
a mass industry and had demonstrated that microenterprise lending was profitable and, 
therefore, self-sustaining. 
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As the millennium dawned, the outlook in finance in Peru was dismal. Two of  Peru’s 
largest banks—Banco Latino and Banco Wiese—were sinking fast, consumer finance in 
full-service banks such as giant Banco de Crédito del Perú, was in trouble and a handful 
of  specialized consumer finance companies had failed. In 2000, two small banks, Banco 
Orión and Serbanco collapsed. Government measures to provide relief  for Banco Latino 
by supporting bank bonds made the bank’s problems become visible, and fueled the view 
that the government was bailing out the bank. In 2001, Banco Latino was closed and by 
then owed the government US$300 million. Also, at year-end 2001, Norbank was liqui-
dated. All full-service banks were either sinking or scared, and became very cautious in 
their lending, which caused interest rates to rise significantly.

In contrast, the small players in finance—specialized microfinance institutions—were 
flourishing. For the Cajas, Edpymes and Mibanco, the early years of  the decade saw rapid 
growth. Between 2000 and 2002, the combined clientele of   Mibanco, Cajas and Edpymes 
rose from 208,000 to 290,000, an increase of  39 percent, and their combined loan port-
folios surged from US$166 million to US$278 million, a 67-percent hike. The specialized 
rural banks showed a steady expansion of  their combined loan portfolio, which rose from 
US$31 million to US$38 million by 2002, a 23-percent increase, but their client base de-
clined to 28,000 in 2002 from 40,000 in 2001. 

The recession and financial crisis of  1998-2002 served as a proving ground for microfinance. 
Although full-service banks withdrew from offering microcredit as part of  their broader re-
treat from lending, the specialized microfinance lenders surged ahead. By the time the boom 
in Peru’s economy began in 2003, microfinance institutions had a demonstrated record of  
success. The economy moved into a period of  unprecedented and continuous growth from 
2001, and annual GDP growth reached 6 percent in 2005, 7.5 percent in 2006 and 9 percent 
in 2007 and 2008. Full-service banks reentered the expanding micro and small enterprise 
market during these good times, and unleashed a phase of  heightened competition in micro-
finance that would last through the decade. Lending portfolios of  the institutions grew at a 
rapid rate from 2000 to 2008, posting a 10-fold increase for Cajas, a six-fold expansion for 
rural banks and an increase of  20 times for Mibanco. Savings rose significantly, and at rates 
equal to or higher than the rate of  expansion of  the respective portfolios.

    Microfinance Gains International Attention 

The profile of  microfinance was raised among development organizations and policy-
makers in 2005 when the United Nations sponsored the International Year of  Microcredit. 
The UN events emphasized the importance of  expanding access to microcredit and finan-

Chapter VI

Take-off: Commercial Microfinance
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cial services to the poor, and particularly to poor women. “Building an inclusive financial 
sector should be considered a driving force of  economic development and poverty reduc-
tion,” said the Advisors Group to the UN, citing recent World Bank analysis that showed the 
increased access to finance helps to reduce poverty.1 The UN advisors praised the “commer-
cial approach” in which microfinance is operated by the private sector and is profit-making. 
The advisors included prominent figures in finance including Stanley Fischer, former deputy 
managing director of  the International Monetary Fund, the chairmen of  ING Netherlands 
and Citigroup Global Consumer Group and the CEO of  Visa International, as well as lead-
ers of  development and microfinance organizations.  “Only the private sector will have the 
ability to provide the organization, expertise and capital that can drive a rapid increase in ac-
cess to financial services,” the statement said. Governments play an enabling role to increase 
access to financial services, creating regulations that encourage prudent lending and avoiding 
restrictive measures such as interest rate caps, the advisors said.

Microfinance leapt to center stage as a mechanism for promoting development in 2006 when 
the Nobel Peace Prize was awarded to Muhammad Yunus and the Grameen Bank, the micro-
finance institution he founded in Bangladesh. It was a recognition “for their efforts to create 
economic and social development from below” and acknowledged Yunus’s 30-year history 
of  making loans as small as US$25 to poor women, many of  them in rural areas. Microcredit 
is one means of  helping large numbers of  people escape poverty, the Nobel award said. 

As microfinance was gaining worldwide respect, the ongoing debate about the purpose of  
microfinance grew intense. The commercial approach to lending gained traction during 
the decade, and achieved its maximum expression in the 2007 initial stock offering of  the 
Mexican microfinance bank, Compartamos, in which 30 percent of  the shares brought a 
sale price of  US$468 million. This bank had been charging high rates by the standards of  
microfinance in Mexico up to the time of  the share offering.2 No deal like this had ever oc-
curred in microfinance. Yunus denounced the high yields reaped by the original investors 
in Compartamos. “Microfinance is not to maximize profit, microcredit is about helping 
poor people get out of  poverty, not a money-making opportunity,” he said in a teleconfer-
ence at the Microcredit Summit Campaign in Bali in 2008. Yunus called for holding down 
interest rates, and went on to say, “Our whole claim (and) mission is to help poor people, if  
you are maximizing profits, you are moving into the same mental mindset as loan sharks.”
Development experts point out that the linkage between microfinance and getting people 
out of  poverty is tenuous. Microfinance clearly gives poor households very useful cash 
management tools, says Richard Rosenberg, senior advisor to the World Bank’s CGAP. 
Some use these tools for their businesses; though more borrowers use them to meet their 
daily needs in the face of  irregular income and to finance big expenses such as children’s 
education, funerals or health care.  But there is not enough evidence yet to say whether 
microfinance pulls people out of  poverty, he adds. Microfinance clearly adds to the welfare 
of  poor people, otherwise they would not pay for it.

A further signal of  the growing importance attached to microfinance is the recent work of  
the International Monetary Fund to improve its data on microcredit. The Fund now incor-
porates issues related to microcredit into the Financial Sector Assessment Program, a Fund 
analysis mechanism aimed at identifying the strengths and vulnerabilities of  a country’s 
financial system, reviewing the methods of  risk management and recommending priority 
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responses. In the IMF’s Article IV standard report on the state of  a national economy, the 
Fund included several mentions of  Peru’s microfinance institutions in 2009. 

    Market-driven Growth

Peru boasts an unusually high number of  regulated microfinance institutions com-
pared with other developing countries. In 2002, Peru’s microfinance sector was com-
prised of  43 regulated institutions: two banks, 14 municipal Cajas, 12 specialized ru-
ral banks, one finance company and 14 Edpymes. Savings became the leading source 
of  funding for microfinance and fueled expansion of  lending in the new millennium. 

The development of  microfinance in Peru from 2000 is qualitatively different from the 
evolution, diversification and expansion of  microfinance institutions in the 1990s. There is 
relatively little change in the set of  institutions at play in the new century. In contrast, the 
hallmark of  microfinance development in the 1980s and 1990s was the creation of  dozens 
of  microlenders and their enabling institutions. 

 From an early moment in this decade, the rules of  the game were set: market forces domi-
nate the microfinance industry and competition predominates. How the game is played is 
different, and microfinance in Peru becomes fully and unabashedly commercial. 

The commercial drive behind microfinance and the prevalence of  regulated institutions in 
Peru mirror the Latin American model of  microfinance. From the early 1970s when Accion 
International spawned microfinance institutions in Brazil and Peru, a commercial orientation 
began to take hold, and creating financially sustainable microlenders became an imperative.3 

Microcredit1 and Clients2  
2000 - 2009

Source: SBS          
Notes:          
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the financial 
system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. This table includes MES lending of  all regulated institutions 
plus the unregulated NGOs (reported by Copeme) and saving and loan cooperatives (reported to Fenacrep). At end of  period.  
2/: Client: An individual or business with an enterprise loan payable as of  Dec. 31.

LoansClients
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Interest rates in Peru’s microfinance industry continued falling in the new decade. The 
cost of  borrowing from microfinance institutions has traced a continuous downward path 
over a long period extending from the early 1990s through 2009. The decline of  average 
annual interest rates over the past 15 years is the product of  the constellation of  events 
that allowed microfinance lending to grow over time. Innovations in credit models, such 
as lending to microenterprises, solidarity groups and guarantee funds, reduce the risks 
and administrative costs of  lending. These methodologies also create an alternative to 
moneylenders, thereby undercutting the most expensive rates in the market. Institutions 
like credit bureaus and rating agencies, which function well in Peru, help reduce portfolio 
at risk which also lowers costs. Regulations have favored market competition that brings 
more players, and larger financial institutions, into the microfinance sector. As more finan-
cial institutions provide credit, the increase in lending volume helps lower lending costs 
further. Favorable economic conditions such as low inflation also contribute to the trend 
of  reduced interest rates. Inflation has been held at between two and three percent annu-
ally through most of  this decade. 

In the early 1990s, average annual lending rates in microfinance institutions were on the or-
der of  100 percent, according to best estimates. Today, they are less than half  that. Finance 
companies, Cajas, rural banks and Edpymes all saw their average nominal interest rates fall 
to new lows in recent years, dipping to the 40-percent range in 2009. 

The reduction in interest rates in the new century is a reflection of  greater efficiency and 
information, improved risk management, regulation and competition. “The principal com-
ponent of  interest rates is not loan delinquency, it is the operating costs, then delinquency 
and then financial costs,” says Max Chion, former CEO of  Banco del Trabajo. The high 
volume of  lending by commercial banks also contributes to a lower interest rate, Chion 
adds. Most banks lend in larger amounts to clients with relatively larger businesses, so they 
have efficiency gains not readily available to MFIs serving a lower income client base. 

Needless to say, for clients that were once considered high risk and who remain small-scale 
borrowers, a large drop in interest rates enhances their access to credit and offers a major sav-
ings in their cost of  business and an improvement in family finances. Lowering interest rates 
to the 45-percent range brings credit within reach for a larger group of  microentrepreneurs 
because financing costs become more affordable for business opportunities with lower profit 
margins. When interest rates come down, borrowers can afford to carry more debt. 

    Business Environment for Microfinance 

The Banking Superintendency remained proactive and supportive of  microfinance 
throughout the decade. New regulations and standards stimulated a fierce competition 
between lenders to micro and small enterprise, tightened controls on risk and improved 
transparency for consumers. 

An SBS decision in 2002 authorizing municipal Cajas to operate in Lima unleashed a new 
wave of  expansion of  Cajas and a keen competition for clients and deposits that continues 
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today. This marked the end of  market dominance on their home turf  by the strong micro-
finance institutions, municipal Cajas and Acción Comunitaria del Perú (ACP). The move 
of  the Caja Trujillo, in 2002, to open an office in Chiclayo signaled that all promising mar-
kets would become an arena of  competition for clients and, ultimately, for qualified staff. 

Municipal Cajas: Microcredit1 and Clients2 
2000 - 2009

Source: SBS  
Notes: 
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period   
2/: Client: An individual or business with an enterprise loan payable as of  Dec. 31.    

LoansClients

The SBS helped widen the market for microfinance operations with a regulation in 2005 
authorizing microfinance institutions to offer services nationwide and another measure 
in 2006 allowing them to open correspondent banks, or proxy branches located in small 
shops, hardware stores and pharmacies that offer basic banking services. This resulted in a 
dramatic expansion of  branch networks outside Lima.

Microinsurance, a new financial service, was incorporated into banking with the 2007 regu-
lation that defined microinsurance policies as those with coverage of  up to S/.10,000 (or 
about US$3,300) or a monthly premium of  the equivalent of  US$3.50. (The premium 
amount is slated to be raised soon.) Microinsurance is expected to become a growing busi-
ness area for microfinance institutions. To date, most contract out microinsurance or offer 
the product through alliances with conventional insurance companies. 

The SBS deepened its knowledge and supervision of  microfinance through various mech-
anisms in this decade. The IDB provided technical support to the SBS in 2002 and 2003 
to upgrade its supervision of  the microfinance sector. SBS staff  received training in the 
methodology and operations of  microfinance institutions which created a greater under-
standing of  these lenders, says Narda Sotomayor, head of  analysis of  microfinance institu-
tions in the SBS economic studies division. 
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In 2003, the SBS created two new units, a Risk Management division and an Intendency 
of  Microfinance. The latter includes an Intendency of  rural banks (officially called Cajas 
Rurales) and Edpymes and another Intendency that covers municipal Cajas and supervises 
Mibanco. The new Intendency raised microfinance to a new level of  attention in the SBS 
since both banking and microfinance were put under the purview of  the Adjunct Superin-
tendency of  Banking and Microfinance. The same year, the Economic Studies Department 
created a specialized unit for analysis of  microfinance institutions. Given the exponential 
growth of  microfinance at the time, this department was made responsible not only for 
gathering information about microfinance institutions but also for analyzing the perfor-
mance of  microlenders. 

The SBS issued seven new regulations aimed at managing and mitigating risk. A 2003 
regulation for classifying debtors and setting requirements for loan loss provisions stated 
that credit would be granted based on the capacity to pay and the debtor would be classi-
fied by the record of  loan repayment (SBS Resolution 808-2003). This measure changed 
the ceiling on MES loans, raising the allowed maximum total indebtedness of  micro and 
small business entrepreneurs in the financial system to US$30,000 from US$20,000. The 
other key rule in this resolution stated that loan loss provisions for debtors with loans from 
several financial institutions would be made according to the highest risk category they are 
assigned by the creditor holding 20 percent of  their total debt.  

In 2006, four norms were released that refined the classification of  debtors and the cor-
responding provisions, set rules for covering foreign exchange risk in loans and created 
criteria aimed at offsetting the risk of  over-indebtedness. For MES lending, financial in-
stitutions were directed to mitigate the risk of  over-indebtedness by calculating that 20 
percent of  the unused portion of  a credit line represents loss exposure equivalent to that 
of  MES risk categories and requires provisions that correspond to the debtor’s payment 
history (SBS Resolution 1237-2006). 

Additional measures to protect against over-indebtedness among small borrowers were 
mandated in August 2008 (SBS Resolution 6941-2008). The regulation required that finan-
cial institutions take a series of  actions to prevent over-indebtedness by retail clients. These 
include analysis of  a client’s total indebtedness, a new analysis of  the client’s ability to pay 
each time a credit line is renewed and increased, setting a limit to the number of  creditors per 
client and, in the case of  microenterprises, evaluating total indebtedness of  family members 
active in the business and setting a maximum level of  debt needed by the enterprise. 

As the international financial crisis plunged the U.S. economy to new lows and spread to 
emerging market economies, the SBS issued a new regulation on November 19, 2008, requir-
ing additional loan loss provisions for all credits, including MES (SBS Resolution 11356-
2008). Peru at the time was considered the only Latin American country that would weather 
the international turbulence with a positive growth rate. Even so, the SBS left little to chance.  
To take effect on December 1, 2008, the regulation required financial institutions to create 
reserves of  “pro-cyclical provisions” based on the annualized variation of  GDP growth and 
add these funds to the rate of  provisions for normal credits. In the case of  MES loans, the 
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minimum requirement was 0.5 percent of  the total outstanding loans, and the reserves were 
to be built up progressively over three months, from December 2008 to February 2009. 

The definition of  MES loans will become much more specific under the latest SBS regula-
tion for classification of  borrowers and standards for provisions that takes effect on Janu-
ary 1, 2010 (SBS Resolution 11356-2008). The regulation increases the number of  loan 
classifications to eight and lowers the ceiling on microenterprise loans. The key measure 
for microfinance is that lending classified as microenterprise loans must go to borrowers 
who have no more than S/.20,000 (US$6,800 at the exchange rate in September 2009) in 
total indebtedness in the financial system, exclusive of  mortgage debt. By lowering the 
ceiling on microenterprise lending, this measure is expected to permit a much more precise 
measurement of  the portfolio that serves microenterprise. As a result, the allocation and 
control of  funds intended to promote microenterprise can be more closely targeted to 
microentrepreneurs. 

Enhancing consumer protection and transparency regarding financial operations were the 
subject of  three separate regulations created by the SBS in 2005, 2006 and 2007. The measures 
require that consumer grievances must be resolved within 30 days, interest rates be dissemi-
nated in a constant and transparent way to consumers and that consumers have access to soft-
ware that allows them to simulate and compare the costs of  borrowing and yields on savings.  

In recognition of  the favorable business environment for Peruvian microfinance and the 
development of  its institutions, Peru was rated number one in the Latin American and Ca-
ribbean region in a new ranking sponsored by the IDB and CAF. In the 2008 Microscope, 
a study prepared by the Economist Intelligence Unit, Peru won high marks for each of  the 
three components of  the ranking. The regulatory framework was deemed number one in the 
region, microfinance institutional development (including range of  services, credit bureaus 
and level of  competition) got second place and the investment climate was rated fifth best.4  

Strengthening the capital base of  microfinance institutions is the goal of  legislation ap-
proved by the Banking Commission in Congress in September 2008. Under the law, Cajas 
and rural banks would have to raise their capital to US$1.3 million and Edpymes would 
have to increase their capital to US$800,000 over a period of  two years. But, the law has 
not yet been passed by the plenary. 

Its purpose is to raise capital levels to the average level of  international standards, says 
Demetrio Castro, chief  of  microfinance with the SBS. The intent of  the law means that, in 
the future, new requests to establish microfinance institutions will require higher levels of  
capitalization, says Castro. The IMF reported that Peruvian authorities assured them that 
risks with Cajas, rural banks and Edpymes were “minimal” even after the changes in 2008 
allowing these institutions to transact securitizations and fixed-income products.5 

In July 2009, microfinance institutions had to bolster their capitalization to meet the require-
ments of  the Basel II standards for capital adequacy in banks to mitigate risk. All of  Peru’s 
microfinance institutions were in a position to increase their capital because their low levels 
of  indebtedness gave them the flexibility to meet the new requirements, says Castro.
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Rating agencies and credit bureaus expanded their coverage of  Peruvian microfinance in-
stitutions in recent years. Two specialized international rating agencies set up shop in Lima. 
MicroRate, based in Washington, D.C., opened its Lima office in 2003 to cover the Latin 
America region, and in 2006 Planet Rating, the French agency, followed suit. 
 
The quality of  the work of  private credit bureaus and the SBS bureau improved. Statistics on 
MES credits became much more precise and reliable, the product of  improved reporting and 
tracking of  loans.  In 2000, the SBS’s credit bureau began registering and monitoring all loans 
from a value of  only S/.1.00, or about 30 US cents. This represents a radical change from 
before when the SBS received information only on loans of  more than US$4,000. In this 
decade, then, the SBS developed a complete record of  MES loans and their performance.

The reporting of  private credit bureaus improved significantly from their early days, errors 
were corrected and by 2001 the data from credit bureaus was considered reliable by the 
SBS. “There has been great progress, today the information that flows to the SBS has been 
reviewed and SBS makes another check,” says Castro of  SBS.

Banks, Cajas, finance companies and Edpymes engaged in microfinance perfected their data 
on MES loans from the 1990s and submitted their records to credit bureaus and the banking 
authority. Many NGO microlenders continued their voluntary participation in reporting to 
credit bureaus. As a result, the information on the explosive expansion of  small and micro en-
terprise lending and the client base of  microentrepreneurs in this decade is considered accurate. 

A small guarantee fund, the Guarantee Fund for Loans to Small Industry (Fogapi in Span-
ish), continued its operations, offering guarantees on individual loans, loan portfolios and 
on lending institutions with which it has formal working agreements. Fogapi was created in 
1979 as a private institution with the support of  the German technical cooperation agency, 
GTZ, to facilitate access to credit by micro and small enterprises. It is supervised by the 
SBS. Fogapi is funded principally by the Multiple Coverage Fund for Micro and Small 
Enterprise launched by the Finance Ministry in 1996. 

As of  2007, the amount of  individual loans plus portfolios guaranteed by Fogapi represented 
only 4.2 percent of  the total volume of  MES lending in regulated institutions. Guarantees 
on individual loans make up two-thirds of  all Fogapi guarantees, and only 9.5 percent of  
individual guarantees were granted to back up MES loans. The remaining 90.5 percent of  
individual guarantees back up loans to businesses too large for the MES category. 

    Competition 

Microfinance became a competitive, market-driven financial industry during this decade to 
a degree that would have been hard to imagine in the 1980s. Initially, microfinance had been 
a low-profile, down market segment that was looked at askance by the retail and corporate 
banking communities. That legacy was left behind in the new millennium as microfinance 
became highly visible and gained respect as a viable market segment for financial services.
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Microfinance institutions came to take their place beside the big players in banking. The re-
location and upgrading of  corporate headquarters of  leading microfinance institutions made 
an emphatic statement that the industry had arrived. Mibanco bought an 8-story building 
strategically located on a busy avenue, Paseo de la República, a leading address for corporate 
and banking offices. In 2008, the largest Edpyme, Edyficar, made a symbolic leap from its or-
igins as an NGO lender launched by the anti-poverty agency, CARE Perú, when it moved its 
offices from a house in a pleasant residential neighborhood to a flashy, 12-story glass-encased 
building in the elegant San Isidro banking district. The provincial headquarters of  some of  
the Cajas reflected this trend. In 2006, the Caja de Sullana, on the north coast, inaugurated a 
sleek new high-rise headquarters building that would make any banker proud. 

Branches of  microfinance institutions began to crop up in most of  Lima’s upper crust 
neighborhoods. This was the result of  a funding strategy to capitalize the loan portfolio 
through attracting the savings of  wealthy Limeños. “The idea was to get money from the 
rich to lend to the poor, like Robin Hood, and it worked very well,” says Jesús Ferreyra, 
director of  corporate business for Grupo ACP which owns Mibanco. The bank finances 
between 35 and 40 percent of  its portfolio with deposits.

Opening branches in well-off  districts signaled an astute use of  location and a transforma-
tion in the image and self-image of  microfinance, breaking the automatic association of  
low-income clients and barrios with microenterprise. Today, Lima’s best neighborhoods 
and lower income barrios as well are dotted with branches of  Cajas Municipales, Edpymes, 
finance companies and Mibanco. 

It isn’t just location that brings in savers. Microfinance institutions out-price conventional 
banks on fixed deposits by as much as 4 percent. In September, 2008, the interest rate on 
360-day fixed deposits of  US$1,700 was led by Mibanco (8.1 percent) and 11 Cajas (between 
6 and 8.6 percent), trailed by the nation’s leading banks, Banco de Crédito and Interbank (5 
percent), Scotiabank (4 percent) and BBVA Continental (3.5 percent). Specialized rural banks 
offered an even higher premium on one-year deposits, ranging from 5.5 percent to 10.3 
percent.6 The bet on luring higher-income savers has paid off. Deposits in Cajas grew 32 per 
year, percent from 2000 to 2009, savings in rural banks increased by 29 percent annually and 
Mibanco saw its deposits grow by 62 percent per year throughout the decades, SBS reports.

    Improved Client Services

Growth and competition in microfinance brought significant improvements in financial 
services to clients. Lending to micro and small enterprises increased greatly, rising from 
less than $500 million in 2000 to nearly US$4 billion in 2009.  Borrowing terms improved 
substantially for clients, as the average annual interest rate on MES loans dropped from 70 
percent to the 45-percent range, a decrease of  35 percent. 

The presence of  microfinance providers increased by leaps and bounds. Once Cajas were 
allowed to operate nationwide, it wasn’t long before a turf  war ensued and branch offices 
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of  all types of  microfinance institutions sprang up everywhere, from lower income urban 
barrios to remote jungle outposts. Between 2001 and 2009, branches outside the capital 
more than tripled, increasing from 157 to 810 offices, the SBS reports. In Lima, branch 
offices also tripled in the same period, from 47 to 177, according to SBS. Internet banking 
and telephone banking are also offered by many microfinance institutions.

By allowing microfinance institutions to do business in any geographical area, the cartel-
like dominance of  many lenders was broken. During two decades of  operations, many of  
the Cajas had built on a captive clientele and secured a firm position as the second largest 
financial institution in their provincial capital. Once the Cajas were challenged by other 
microfinance institutions, they were forced to compete with pricing and offer a greater 
diversity of  financial products and better services.

Financial services were brought closer to microenterpreneurs through new distribution 
channels that came onstream during the decade. In a country like Peru with a limited 
highway network and poor transportation service, moving about in the difficult mountain 
regions and isolated rainforest areas is costly in time and money, and risky for the client or 
loan officer who is carrying cash. Bringing financial services geographically closer to the 
customer is one critical challenge to achieving credit democracy. 

In 2006, Banco de la Nación, the government’s treasury and payments bank, created a 
system that would make it easier and cheaper for microfinance institutions to operate in re-
mote locations. The bank’s network covers the entire country, and 70 percent of  its offices 
are the only bank branch at their locations in towns and hamlets. The bank offers office 
space and its telecommunications and internet systems to microfinance institutions for a 
reasonable fee. Edyficar, an Edpyme at the time, was the first to take advantage of  the ser-
vice, and set up a branch in Huancabamba in the region of  Piura. Within three years, 189 
mini-branches of  microfinance institutions were created in 23 of  Peru’s 24 departments, 
most belonging to Edyficar and the rural banks, Caja Nuestra Gente and Señor de Luren. 
Nowadays, there are fifteen operating in Banco de la Nación offices.

Other institutions use different mechanisms to place financial services closer to the mi-
croenterprise or small farmer client. Mibanco, which does not participate in the Banco 
de la Nación program, has expanded its branch network 10 times over in the last decade, 
reaching 103 branch offices in December 2008 and operates three mobile branch offices 
that bring banking services to clients in rural areas of  Chiclayo and Trujillo. A network of  
460 automatic tellers are available to clients at Mibanco facilities and through an alliance 
with BBVA Banco Continental. One of  the newest entrants in microfinance, Scotiabank’s 
specialized finance company, CrediScotia, boasts the largest network of  direct points of   
contact in Peru’s financial system, claiming more than 1,000 locations for serving custom-
ers including 75 branches, 58 special offices located in large Lima chain stores, 300 Scotia-
bank ATMs, 50 GlobalNet ATMs and over 400 express, or basic service, ATMs.
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Number of  Microfinance Branches by Geographical Regions1

2001 - 2009

Source: SBS     
Notes     
1/: Totals include branches of  BCP, municipal cajas, rural banks, Edpymes, finance companies, Mibanco and Scotiabank; shared offices 
of  municipal cajas, rural banks, Edpymes and finance companies located in Banco de la Nación branches are also included in totals.  
   

Correspondent banking, a new format in Peru, has extended the reach of  microfinance 
institutions in a cost-effective way. This type of  office operates out of  a corner store, phar-
macy or any local business and handles payments, withdrawals and deposits for clients of  
microfinance institutions. Across the country, four Cajas and seven banks now provide a 
total of  4,759 correspondent banks.

 Financial Products

A goal in microfinance is for the financial services provider to grow with the client, offer-
ing new products that keep up with the changing needs of  expanding businesses. Com-
petition and the growing presence of  banks in microfinance are sparking a proliferation 
of  financial products. Microfinance has come a long way from the days when loans for 
working capital accounted for the entire portfolio.

A wide variety of  financial products are available to microentrepreneurs. The business loan 
offering of  microenterprise lenders typically includes working capital, purchase of  capital 
equipment and acquisition and reconstruction or remodeling of  commercial real estate. 
Credits are also available for financing machinery, repairs of  vehicles and purchase of  third 
party liability insurance for drivers. In 2008, Mibanco launched a new business loan prod-
uct. Targeted for clients with a one-year history with the bank, the new working capital 
loan is issued as a credit line with a programmed repayment plan decided by the client. “It’s 

2001

2005

2009
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a powerful product, the client can reset the repayment quota at any time, and often,” says 
Alex Iglesias, chief  of  microenterprise banking at Mibanco. This product harks back to 
Mibanco´s origins in the 1980s when ACP promoted its credit philosophy with the phrase 
“You decide your loan.” The other product is a revolving loan. Factoring services were 
introduced in 2008, and leasing in 2009. 

In addition to business loans, other products available to microentrepreneurs include home 
improvement loans, mortgages, passbooks savings and time deposits, consumer loans and 
personal credit cards. Home loans can include financing of  construction, installation of  
water and sewerage or finishing touches. Most microfinance institutions also include a life 
insurance policy with loans to cover the outstanding balance in case of  death, and accident 
coverage is sometimes available for a modest fee. Standard financial services are available 
as well, including wire transfers abroad and incoming remittances, debit cards, bank drafts 
and foreign exchange.7

The desire to offer more and different products is pushing microfinance institutions to 
transform themselves. Finance companies (called “Financieras”) are allowed to receive de-
posits, make loans and manage bond and stock issues and sales and offer financial advising 
although they are not allowed to offer checking accounts. Two Edpymes, Crear Arequipa 
and Confianza, have filed to obtain authorization to become finance companies. The fact 
that they would have to increase their capitalization to nearly US$4 million is not a deter-
rent to the plan for providing more client services.

 Staff Incentives

Competition for clients intensified through the decade. Loan officers are the beachhead in 
the battle for clients, and as such they are given strong incentives for promoting loans and 
other products. Mibanco has a promotion ladder of  four grades of  loan officers and, from 
there, the next step is to become branch manager. A loan officer earns between US$660 and 
US$1,000 fixed salary a month, but can double that by increasing the volume of  lending he 
or she manages and maintaining a delinquency rate below 3.5 percent. Banco de Crédito del 
Perú also has a strong incentives program for its small business lending staff. The sales force 
are paid a low salary and high incentive pay depending on sales of  loans and other products. 
Loan officers earn additional pay based on the delinquency rate and percentage of  approvals 
of  loans they recommend. They can also qualify for bonuses in addition to their fixed salary. 
Loan managers receive a fixed salary and incentives that vary every quarter. 

Raiding another microfinance institution for staff  is a favored tactic for gaining expertise 
and clients in a single stroke. In the environment of  an expanding microfinance industry, 
pressure will be strong for perpetuating staff  incentives and creating new ways to keep ex-
perienced professionals on board. “Loan officers are walking portfolios,” says one analyst. 
To retain staff, Caja Trujillo raised salaries in 2003 to be equivalent to banking pay scales. 
Experienced microfinance managers and staff  command a premium in the financial sys-
tem. When Scotiabank began forming a microenterprise unit (that later was integrated into 
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the Scotiabank finance company set up in 2009), it placed managers from Banco Wiese 
Sudameris who previously worked at the microfinance and consumer bank, Banco Orión. 
Scotiabank also quickly hired senior staff  from municipal Cajas. 

    Microfinance: A Banking Business

A milestone in Peru’s microfinance history is 2005, the year when the leading bank, Banco 
de Crédito del Perú (BCP), entered the microenterprise market with the aim of  achieving 
supremacy in the segment. BCP brought its extensive branch network and information 
platform to the task. The bank also had expertise from its consumer finance company, So-
lución, which had been acquired in 2004 and absorbed into the banking structure. Solución 
brought with it an experienced sales staff  of  13,000, says Javier Otero, chief  of  corpo-
rate affairs with BCP.  The salesmen and women for small enterprises were called “Brave 
Hearts” after the Mel Gibson film and wore Brave Heart costumes in television advertise-
ments, suggesting that with courage, they could triumph over all obstacles. It worked. By 
2007, BCP was the biggest microenterprise lender in volume of  loans. 

BCP soon lost its position of  leadership, however. In 2008, Mibanco beat out the bank as 
its microenterprise portfolio reached over US$780 million. Slipping into second place ap-
parently galvanized BCP, and the bank began to seek new ways for regaining lost ground in 
the microenterprise sector. On September 7, 2009, a deal was struck that makes BCP the 
industry leader again, but with a difference. BCP bought majority control of  Edyficar, Peru’s 

Microcredit1: Loan Delinquency2 
2000 - 2009

Source: SBS, Banco del Trabajo, Max Chion.   
Notes: 
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.   
2/: Loan Delinquency as percentage of  outstanding portfolio. Data include: banks, credit unions, municipal cajas, rural banks, 
Edpymes, Mibanco, y NGOs.

Outstanding LoansLoan Delinquency
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second largest microfinance institution in number of  clients, a finance company with a solid 
11-year track record, a loan portfolio of  US$210 million, 84 offices and a profit ratio of  27.4 
percent as of  June 2009. For the choice acquisition, BCP paid US$74.1 million to CARE, 
the international anti-poverty agency that owned 82.7 percent of  Edyficar’s voting shares. 
BCP would pay an additional US$22 million, to gain full ownership of  Edyficar according 
to BCP’s CEO Walter Bayly.  The minority shareholders include the World Bank’s IFC, with 
5.41 percent, Microvest private fund with 8.53 percent and a group of  other shareholders 
with 8.95 percent, according to Edyficar’s 2008 annual report. At the full price of  US$96 
million, the price paid for Edyficar would be 2.5 times its book value.8

With the purchase, BCP acquired not only “a successful case in its segment” but also a 
learning platform, as the CEO said. “We want to learn from the best in microfinance, and 
the best are all those who form part of  the Edyficar team,” Bayly added. BCP has pledged 
to preserve the Edyficar name and brand, and retain its staff, and by early 2010 will deter-
mine whether to keep the operation separate or merge it with BCP. 

Sealing the deal required a commitment from BCP to respect the social mission that guided 
Edyficar’s work and kept the average loan amount of  US$1,100. The terms of  the sale 
involved “not just getting a fair price, but also being able to deliver on social mission and 
focus,” says Milo Stanojevich, director of  CARE Perú. The microentrepreneur clients of  
Edyficar are an entirely different group from the small businesses served by BCP with av-
erage loans approaching US$6,000. Of  Edyficar’s 195,000 borrowers, less than 200 clients 
also have loans with BCP in its pre-existing MES lending portfolio. “Talk about comple-
mentarity, they are two different portfolios,” says Stanojevich.

The decision to buy a specialized microfinance institution was likely motivated in part by BCP’s 
analysis of  its own limitations in reaching micro and small business. “Our great dilemma is 
how to go further down the pyramid,” said Otero several months before the Edyficar deal.

BCP had defined small enterprises as those businesses with a maximum loan of  US$30,000, 
and placed no ceiling on sales volume. Bank officials openly recognized they reach only the 
top level of  small enterprises. “We can’t be in the smallest segment because present value 
doesn’t work out,” says Otero. “We’re in premium small and micro enterprise,” says María 
del Pilar Ruiz, manager of  microenterprise at BCP. The segment pays BCP well, producing 
a profit averaging 40 percent per year based on annual interest rates ranging between 15 
and 60 percent, depending on the client’s credit history, says Otero.

The BCP acquisition of  Edyficar creates a fortified market leader. The combined muscle 
of  the two institutions, in terms of  bulked up portfolio and fleshed out professional skills 
makes for a formidable microfinance operation. Price, rate and product competition will 
become even tougher in the market. 

BCP’s initial approach to its new property, keeping Edyficar as a separate entity, parallels 
the model adopted by Scotiabank in 2008 when it acquired Banco del Trabajo and spun it 
off  as a finance company, CrediScotia, in 2009. Banco del Trabajo brought expertise and 
a client base in microenterprise lending, and Scotiabank housed that unit in the finance 
company in order to preserve that culture.  
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Mibanco: Microcredit1 and Clients2 
2000 - 2009

Source: SBS           
Notes:          
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.    
2/: Client: An individual or business with an enterprise loan payable as of  Dec. 31.     

LoansClients

For CrediScotia, as for Banco del Trabajo, consumer and microenterprise loans are the two 
drivers of  growth, says Víctor Zúñiga, chief  of  microenterprise for Scotiabank. In the mi-
croenterprise sector, CrediScotia seeks to develop a niche clientele distinct from that of  either 
BCP or Edyficar. “We want to be the bank of  leaps, with the highest number of  businesses 
that evolve from micro to small,” and that requires offering services such as leasing, discount 
lines backed by sales orders and letters of  guarantee to open access to government contracts 
for small enterprises, says Zúñiga. The finance company charges an average annual rate of  28 
to 30 percent on its loans because its strategy is to compete on price. 

In the early days of  banking competition for clients, the banks in this segment provided support to 
community public works to foster client loyalty. Banco del Trabajo provided credits to pay for paving 
the floor of  a market, Mibanco financed the electrification of  a neighborhood and Cajas loaned for the 
painting of  food markets. More intense competition will spark innovations for gaining client loyalty. 

The presence of  banks in microfinance will surely continue. Interbank has a microen-
terprise lending unit, and it is widely rumored that other large, international banks are 
interested in acquiring a company as a platform for their own microfinance operations or 
subsidiaries. Profitability rates of  30 percent and more for banking micro and small busi-
nesses will continue to draw banks to the market segment, fueling more competition. The 
sector includes more than 3.2 million businesses in 2008, and has grown at 35 to 40 percent 
a year in output in 2008 and 2009, according to Banco de la Nación and BCP. 

Despite the enormous potential for growth in microfinance, consolidation in the industry 
has not yet emerged as a clear trend. The role of  banks in microfinance in Peru is praised 
by some investors. “Peru is one of  the rare countries where the banks have done microfi-
nance even though they are higher in the market, and have done it fairly well,” says Cédric 
Lombard, director of  financial advisory services and new markets for Symbiotics special-
ized investment fund. As the banks downscale, they pressure microfinance institutions to 
improve and expand their product offering, he says.
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	 A	Multinational	Microfinance	Services	Conglomerate

Grupo ACP, the majority owner of  Mibanco, has recently created a unique multinational 
financial services conglomerate that today owns 11 companies in seven Latin American 
countries. Subsidiaries of  the fast-growing diversified group offer microfinance banking, 
insurance, innovative technology for housing and community infrastructure and entrepre-
neurship training for microbusiness managers. Its corporate services include enterprises 
for marketing and collections, a shared information platform and a consulting firm respon-
sible for creating new projects. Grupo ACP holdings now serve more than one million 
clients in the lower-income economic levels, and the group strives to reach down to clients 
in the segment of  the very poor.

There is no other similar conglomerate in Latin American microfinance to date. ProCredit 
Holding, a banking empire founded by Claus Peter Zeitinger, the German advisor who 
built up Peru’s Cajas Municipales, has controlling shares in banks in 22 emerging and 
developing countries that serve micro, small and medium enterprise. However, its only 
services are savings and loans. Previous attempts to form diversified microfinance service 
organizations in Latin America have failed. The BBVA Foundation for Microfinance has 
the stated goal of  forming a multinational microfinance institution that aspires to be the 
largest in Latin America. So far, the Foundation has set up banks (through acquisitions) in 
Peru and Colombia and will soon expand into Mexico and other Latin nations. 

The creation of  this conglomerate represents dominant trends in 21st-century microfi-
nance. Grupo ACP is market-driven. Even though the holding company does not take 
earnings and reinvests all profits, the group’s modus operandi is commercial; it strives to 
offer quality service with efficiency in all of  its market segments, and a key premise is that 
reaching scale will drives costs down. Being able to compete and gain market share by 
diversifying and launching businesses ahead of  other companies is part of  the motivation 
for expansion and diversification. 

Grupo ACP owns a majority stake in Mibanco and three other microfinance institutions—
Emprenda in Argentina, Forjadores, a Mexican bank that targets women, and Microfin in 
Uruguay. The Group also holds minority share stakes in Bancosol of  Bolivia and Finan-
ciera El Comercio of  Paraguay. The plan for the future is to unify the back offices of  these 
banks, achieving cost savings. 

Grupo ACP’s other businesses include Secura brokerage which covers risks to microen-
terprise, and Protecta, a life and accident insurer, the technology company Vivencia which 
supplies components for housing and community infrastructure and the Aprenda firm 
which tailors business skills training for microfinance clients. Conecta marketing and col-
lections agency, InnovAcción information technology company and the Futura consulting 
firm handle different aspects of  corporate services for the holding company. 

Diversification of  Grupo ACP has occurred very rapidly. The group’s first majority-share 
acquisition outside Peru occurred in 2006, and in less than three years the holding com-
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pany has amassed six other holdings based in Argentina, Ecuador, El Salvador, Mexico, 
Paraguay and Uruguay. Managing rapid growth over many countries will be a challenge for 
Grupo ACP’s fledgling diversified microfinance conglomerate. If  the group is successful, 
it could provide another strong example of  innovation from Peru.  

    Credit Democracy, Market Segmentation

When NGO lending programs and other microfinance platforms first began making loans, 
all borrowers were being incorporated into a formal financial institution for the first time. 
Certainly, many of  the initial microloan recipients had used credit before, from family 
members, moneylenders and the corner store. None of  those arrangements involved a 
loan from an institution. One of  the initial achievements of  microfinance was to bring 
unlikely candidates into a formalistic lending institution and make credit available to them. 
The concept of  credit democracy—often called “banking the unbanked”—remains the 
goal of  microfinance. 

Credit democracy is a more distant frontier today because the people not yet served by mi-
crofinance providers are much poorer and live in more remote locations than the millions 
in the first wave of  microfinance clients. They are harder to reach and costlier to serve.

New tools are available for meeting this challenge, and more institutions are becoming in-
volved in reaching out to micro and small businesses in remote and depressed areas. Under 
the leadership of  its president, Humberto Meneses, Banco de la Nación is taking an active 
role in promoting microfinance. Meneses is an economist whose work with microfinance 
dates back to when he helped Gabriel Gallo design the 1980 decree that opened the doors 
to the creation of  Cajas.

Since 2006, the bank began providing two types of  support to microfinance institutions 
so they can expand their geographical coverage. Its US$70 million Promype credit line is 
passed to microfinance institutions for on-lending to small and micro enterprises, and the 
bank makes space and back office services available economically. These programs have 
channeled US$125 million in very small loans to microentrepreneurs, says Gaby Cárdenas, 
deputy manager of  banking services with Banco de la Nación, a microfinance specialist 
and long-time adviser to rural microfinance programs.  

Having access to Banco de la Nación facilities has allowed lenders to work in places where 
they never operated before. The rural bank Señor de Luren has been able to build up a 
loan portfolio in Puquio, Ayacucho, for the first time, thereby reaching very poor clients, 
says Gilmer Fiestas, director general of  the bank. Judging by loan size, over two-thirds of  
the credits backed by Banco de la Nación are reaching very small enterprises: 29.4 percent 
of  all loans range from the equivalent of  US$70 to US$330, and 59.4 percent of  Promype-
backed loans are between US$350 and US$2,000, says Cárdenas.
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Credit democracy means finding unbanked clients and linking them with financial services. 
Mibanco operates with the goal of  winning in the competition to gain the most first-time 
clients, and relies on three mobile offices to allow the bank to reach poorer clients econom-
ically at locations outside the range of  bank branches. This recalls the mobile bank window 
services offered by Cajas in the 1980s when they sent Mercedes Benz buses donated by 
the German Caja association to settlements outside the provincial capital. The specialized 
bank claims that, in 2008, it was number one with 23.3 percent, or 89,478, of  all first-time 
microenterprise borrowers out of  its total clientele of  362,254. The second place went to 
then-Edpyme Edyficar with 11.1 percent, or 42,573, of  previously unbanked clients. 

In 208 locations around the country, the Banco de la Nación office is the only banking 
facility. As Edpymes, finance companies and rural banks increase their presence in Banco 
de la Nación offices, their base of  first-time clients will surely grow. At the outset, the 
government bank proposed a profit-sharing arrangement on microfinance transactions 
conducted at its offices. The rural bank Caja Nuestra Gente (owned by the BBVA Founda-
tion for Microfinance) negotiated an arrangement whereby CNG pays a fee to Banco de 
la Nación for each transaction its clients conduct in the bank offices. The negotiation also 
eliminated any obligations to meet quotas on making loans, says Jorge Delgado, executive 
director of  the BBVA Foundation. 

In the new century, credit unions are making a comeback in Peru. There are now 161 
savings and loans credit unions throughout the country. Consumer loans account for the 
vast majority of  their lending, operations with microentrepreneurs and small farmers are 
gaining heft in the portfolio, particularly in rural areas. Four institutions located in the 
provinces of  Ayacucho and San Martín now administer portfolios for microenterprise 
and small farming production that total the equivalent of  about US$102 million. This 
represents 53 percent of  total MES lending by the entire credit unions movement in 2008, 
Fenacrep reports. 

The credit unions that lead this phenomenon now dedicate 33 percent or more of  all their 
lending to MES credits. Two of  them—Santa María Magdalena of  Ayacucho and Santo 
Cristo de Bagazán of  San Martín—channel half  or more of  their portfolio to MES loans, 
52 percent and 47 percent, respectively. 

San Cristobal de Huamanga and Santa María Magdalena credit unions take an activist role 
in working with poor people in rural areas. With technical support from the World Council 
of  Credit Unions (WOCCU) and Fenacrep, the credit unions is learning how to analyze 
risk and opportunities in value chains of  production with crops such as purple corn and 
oats and the alpaca, used for food and fiber. Through this project, the farmers receive 
technical assistance in every stage of  production from buying improved seeds to negotiat-
ing better prices from suppliers of  pesticides and are linked with commercial buyers of  
their products. Leaders of  the credit unions say they are learning how to work with a new 
clientele of  poor farmers and gaining by expanding their membership base and portfolio 
while improving economic conditions in their region.9
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A kind of  segmentation is taking place as specialized institutions gravitate to different mar-
ket niches within the universe of  microenterprises. The NGO lenders of  Peru have always 
operated with the goal of  serving the poorest, they have greater geographical coverage 
than many other microfinance institutions, and through trial and error have created a credit 
technology that works for serving the poor. NGO loans average less than US$340 in 2009, 
the lowest average loan amount of  all financial institutions that lend MES credits. 

Many NGOs, and in particular the growing Promuc network of  non-profit microfinance 
institutions in Peru, focus on serving poor women clients. In Peru and around the world, 
women are the poorest population segment because they are typically deprived of  access to 
economic assets or skills that would enable them to generate income. The Promuc network 
of  NGOs sets an exemplary standard for reaching the poor. Its lending is targeted to very 
poor women clients, and the institutions in the network now serve 130,000 women with 
loans as small as US$10, says William Espinoza, former managing director of  Promuc. 
From 2006 to 2008, Promuc members’ combined portfolio grew by 110 percent, to $33 
million, and the client base expanded by 28 percent. 

Non-bank financial intermediaries apply the village banking methodology which places re-
sponsibility for lending decisions and management of  savings deposits with the members 
of  the bank. This method aims to mitigate risk by creating peer group pressure to assure 
loan repayment, and group savings serve as collateral. The groups’ role in decision-making 
saves operating costs for the NGO. The solidarity group method continues to be used with 
poorer clients as a means of  creating trust among borrowers who will guarantee repayment 
by each member of  the group. Many NGO microfinance programs also offer individual 
credit for the members of  village banks or solidarity groups whose businesses allow them 
to take on more debt than their counterparts. 

Source: SBS, FENACREP, COPEME, PROMUC.        
1/: Microcredit: Defined as MES Credit loans for small and micro businesses, with a maximum limit of  total indebtedness in the 
financial system of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter.   
2/: Finance Companies: Regulated institutions authorized to offer most universal banking services. They did not offer checking ac-
counts until 2009.       
3/: Edpymes: A non-bank regulated institution specialized in lending to micro and small businesses. 
4/: NGOs: Non-profit operators  of  unregulated microfinance programs.

2002 1,589 793 1,044 n/a 1,338 942 186 792
2003 1,776 903 1,152 n/a 1,286 899 165 787
2004 2,263 1,099 1,330 n/a 1,613 870 217 831
2005 2,576 1,296 1,371 n/a 1,466 818 245 874
2006 3,316 1,377 1,504 n/a 1,475 932 271 979
2007 4,329 1,655 1,725 n/a 1,557 1,070 319 1,187
2008 4,524 1,967 1,950 1,166 1,484 1,213 364 1,260
2009 6,254 2,210 2,062 1,639 1,521 1,243 339 1,155

Average Microcredit1 Loan Amount in US$: 2002-2009
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All other specialized microenterprise lenders—municipal Cajas, rural banks, Mibanco, fi-
nance companies, Edpymes and credit unions—are lending heavily to clients in the range 
of  upper-level microenterprises and small enterprises. The average loan amount for credit 
unions (US$1,155) and Edpymes (US$1,243) is nearly four times that of  NGOs. Rural 
banks’ loans average US$1,521 and finance companies’ credits average US$1,639. The size 
of  the average loan jumps to a much higher level among municipal Cajas (US$2,062) and 
Mibanco (US$2,210). Through 2009, commercial banks remained firmly connected to the 
largest small enterprises. The average MES loan for banks during the decade quadrupled 
from US$1,589 to US$6,254. 

    Serving Rural Areas

Getting financial services to rural areas remains a challenge in Peru as well as in many 
developing countries where population density is low in the hinterlands. High operating 
costs in farming and outlying areas present a barrier to lending because costs can drive 
interest rates on rural loans to 40 or 50 percent, an amount that puts loans out of  reach for 
poor producers, says Damian von Stauffenberg of  MicroRate rating agency. The risks of  
funding farm production are high and few instruments are available so far to insure against 
climate risk, natural disasters or price fluctuations, says Héctor Madariaga, director general 
of  Fondesurco, an NGO lender based in Arequipa. Another major obstacle to successful 
lending in rural areas is the history of  failed government credits to farmers who come 
to view the programs as giveaways. President Alan Garcia in the late 1980s announced a 
“Zero Credit” program for agricultural loans that eliminated interest on credits but turned 
into a giveaway because of  triple-digit at the time so repayments amounted to a tiny frac-
tion of  the amount owed. 

Strengthening microfinance institutions to serve rural and poorer clients is a growing fo-
cus of  attention among microfinance institutions and international funders. In 2001, a 
program to strengthen specialized rural banks got underway with financing from IDB’s 
Multi-Lateral Investment Fund (MIF) and a 30-percent counterpart contribution from 
participating rural banks. One of  the program’s foremost objectives was to diversify the 
loan portfolio so as to minimize risk. The idea was to reduce the high concentration of  
loans in agriculture, 63 percent of  the rural banks´ portfolios at the time, and increase 
the proportion of  rural-based commerce and service microenterprises. The program also 
aimed to review the rural credit methodology based on guarantees and to determine the 
profitability of  rural banks, says Gaby Cárdenas, who was hired as one of  the two advisors 
to the program. 

In the first phase, the institutional strengthening program was to work with the Cajas Ru-
rales of  Señor de Luren, San Martín, Profinanzas, Credichavín, CajaSur, Credinka and Nor 
Perú. The program met resistance from some of  the rural banks after the advisory team 
proposed changes in staff  selection and product design. A number of  the organizations re-
fused to pay their share of  the advisory services. The program ended prematurely in 2003 
when new leadership at Cofide decided to institute a different model with rural banks. 
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Some of  the program goals were accomplished, says Cárdenas. Risk in the portfolio due 
to concentration in agricultural loans was reduced, with agriculture and livestock lending 
making up only 21 percent of  the portfolio in 2009. The proportion of  MES loans in the 
portfolios of  rural banks rose to 40 percent from 15 percent two years before.  Provision-
ing of  the portfolio improved, as coverage of  loans at risk rose to between 85 and 100 
percent from the previous levels of  30 to 45 percent. Finally, large loans for commercial 
activity, especially to agribusiness firms, were reduced and a larger number of  small loans 
for commerce were included in the lending portfolios of  the rural banks. The strengthen-
ing of  rural banks, then, removed them further from agricultural lending and built up their 
portfolio with lower income borrowers in urban areas. 

A number of  experiments are underway to find better and more cost-effective ways of  
meeting the financial needs of  small farmers, merchants and service providers residing in 
rural and semi-rural settings. These include guarantee funds to back loans to rural clients, 
lending to production chains, technical assistance to develop products for rural areas, stra-
tegic alliances and upgrading telecommunications. Guarantee funds have been used in the 
1980s and 1990s by CARE and Idesi as a way of  persuading banks to serve clients that 
previously remained excluded from the financial system. Non-profit organizations such as 
CARE and Idesi can leverage a small amount of  their resources through a guarantee fund 
to expand credit democracy to unserved groups.

CARE Perú has created a mechanism that makes it easier and more secure to obtain fund-
ing for small farmer production projects. For years, CARE has worked successfully with 
very poor rural producers, promoting their organization into associations and linking them 
to markets through production chains that demand agricultural produce. CARE found that 
commercial banks were very reluctant to fund agricultural projects because of  the high risk 
involved, and typically demanded guarantees equal to 50 or 70 percent of  the value of  the 
loan, says Alejandro Rojas, economic development coordinator for CARE Perú. 

This created an impasse, and CARE found a way around it. The technical staff  of  CARE 
presented a business plan for the agricultural project to Edyficar.  All production projects 
backed by CARE include a labor-intensive, on-site technical assistance component which 
“is the axis for providing loans,” says Rojas, because supervision of  agricultural production 
and marketing are assured. With a business plan and CARE technicians in place, Edyficar 
then provided funding for a guarantee fund to back the production loan. 

CARE Peru cautions that the perception among farmers that they could avoid paying 
because of  the guarantee fund was a hindrance to CARE’s purpose of  providing access 
to agricultural credits and to helping farmers develop a good credit history. On the other 
hand, these problems can be held at bay by working only with well organized and commit-
ted farmer associations whose members value their own honorability and meet their pay-
ment obligations. In a subsequent program with poor farmers who borrowed US$100 each 
to raise peas in Huancavelica and guinea pigs in the Cuzco area, CARE created a different 
type of  guarantee. Instead of  providing a cash guarantee on the loans to each producer, 
CARE made a commitment with Edyficar to guarantee the loans if  necessary. Delinquency 
was zero, CARE did not have to pay a penny of  guarantee and all 160 participating farmers 
graduated to become Edyficar clients, says Rojas.
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In 2006, the Promuc consortium became the largest network of  NGOs offering microfi-
nance when it took in six new members, including PRISMA, ADRA and the Catholic char-
ity, Cáritas del Perú. Since 2000, Promuc has permitted modifications to the La Chanchita 
(piggy bank) methodology, and each of  its member NGOs has added different new facets 
to the core program of  village banking by including services in health, education, and 
empowerment of  women for their female clients, many of  them in rural areas. Two of  its 
members, Fondesurco in Arequipa and Arariwa in Cuzco, channel more than half  of  their 
lending to agricultural enterprises in rural areas. Fondesurco, for example, is supporting 
production chains by forming alliances with NGOs that work in rural areas and acting as 
the supplier of  credit for production projects. The NGO dedicates 70 percent of  its loans 
to agricultural production, 20 percent to livestock and 10 percent to service businesses. By 
year-end 2008, Promuc reported that its 12 NGO members with 8,428 village banks served 
132,286 clients in 20 of  Peru’s 25 regions. 

Caja Nuestra Gente, a merger of  a former Edpyme and two former rural banks, is forming 
alliances with local leaders and fanning out along economic corridors to contact and serve 
rural-based clients. “I know that NGOs and credit unions are my competition, but I prefer 
to see them as allies and look to how we can work together, complementing what they lack 
with our knowledge of  the region, for example,” says Delgado, of  the BBVA Foundation 
and Caja Nuestra Gente. 

For example, the Caja has a formal agreement with an NGO for working with Andean com-
munity leaders, who they are calling “Yachachiq,” using the Quechua word for teachers. These 
trainers demonstrate to farmers and their wives new techniques for increasing their yields and 
improving their standard of  living by using equipment such as improved earthen ovens. Caja 
Nuestra Gente has created an alliance with a parish priest to help identify loan officers in Manchay 
province who will advise on what types of  financial services are needed by the local population.

The CNG strategy is to work in pockets of  extreme poverty and to link them with economic 
corridors. The entry point for getting to the pockets of  poverty is through CNG’s agree-
ment with Juntos, the government’s anti-poverty program that transfers US$30 monthly to 
extremely poor families. Caja Nuestra Gente makes the Juntos disbursements in the highland 
towns of  Quiruvilca and Cajabamba in La Libertad and Cajamarca, provinces in the northern 
Andes. There, the Yachachiq are beginning to explain the bank’s services to their communi-
ties, and CNG already has 1,000 savings accounts in the area. These activities allow the bank 
to become familiar with clients and their needs. Once a critical mass of  clients is built up, a 
full-service office would be established. 

Innovative mechanisms for extending CNG’s reach are being planned. Negotiations with 
a corporation that manages distribution in all terrains would create a capillary network for 
CNG that makes contact with the tiniest, most inaccessible hamlets. In association with 
a technology firm, CNG is seeking to develop satellite technology that would allow for 
transmission of  its loan analysis and credit approval data from any point in rural Peru. 

The IDB is funding technical assistance programs to help trade associations of  microfi-
nance institutions expand their services and clientele in rural areas. This effort is part of  
a strategic shift in funding by the Multi-lateral Investment Fund. Beginning in 2007, MIF 
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moved away from technical support or lending to individual microfinance institutions and 
decided to channel its funds to trade associations. “This is more efficient because you work 
with the whole sector,” says Carmen Mosquera, MIF investment officer in Lima. Support 
from MIF to the National Federation of  Savings and Loan Cooperatives (Fenacrep) is 
aimed at developing products better suited to micro and small enterprises in rural areas and 
to upgrading technology of  the credit unions. 

Technical assistance is being provided through MIF for rural banks and Edpymes working 
in rural areas to strengthen the institutions’ risk analysis of  micro and small enterprises. In 
a similar project, Cajas are receiving funding from MIF to learn about risk management 
and new products for rural areas and strengthening of  their capital base, says Mosquera. To 
assist microfinance institutions that want to begin working in rural areas, MIF will support 
market research to see what services are needed and analyze how the microlender would 
have to adapt its operations to offer new products.   

Competition in some rural areas will bring financial services to a growing number of  cli-
ents. Fondesurco, which operates exclusively in rural areas of  the southern provinces of  
Arequipa and Moquegua, struggles to retain its client base while other lenders move into 
its territory.  Edyficar offers lower interest rates in the region, Mibanco has streamlined 
requirements for obtaining a loan and offers high loan amounts and Caja Sur (the regional 
affiliate of  the BBVA-sponsored Caja Nuestra Gente) is working in support of  govern-
ment programs in the area, says director general Madariaga.

Certainly, creating new techniques for serving the rural poor will respond to some of  their 
needs. But for microfinance services to be viable in remote and poor regions, the microfi-
nance institutions themselves must be strong. In this regard, funding to strengthen trade 
associations is a key tool. The IDB’s MIF was a catalyst in the creation of  a new trade as-
sociation, Asomif, an association of  rural banks and Edpymes founded in 2007. Asomif  
sprung up from a MIF project in which members participated jointly in technical assistance 
to improve risk analysis of  microenterprise. “The spin-off  of  the joint project led to a merg-
ing and the formation of  ASOMIF, a stronger organization,” says Mosquera of  MIF.  

The Ford Foundation, as part of  its strategy to strengthen the capacity of  microfinance 
to serve the poor and the rural poor, has provided more than a dozen grants totaling well 
over US$3 million between 2003 and 2007 to individual microfinance institutions, research 
centers and consortia serving rural areas. Copeme, the consortium to support microen-
terprise, received US$1.8 million in several foundation grants to finance its programs to 
promote local economic development, diversify services and strengthen rural financial ser-
vices among its member organizations. 

    Funding Expands and Diversifies 

Peru’s microfinance industry strengthened its ability to fund itself  and to capture new, ex-
ternal sources of  funding from the beginning of  the new millennium. The leading sources 
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of  funding through the decade were deposits, which showed robust growth, market bor-
rowing which includes official lending from the national and multilateral development 
banks and new sources of  funding, including market placements and private funds. 

 Savings

Peru’s specialized microfinance institutions led the region in capturing savings. In 2003, 
deposits in the sector totaled US$772 million, an amount equivalent to 62 percent of  all de-
posits captured by microfinance institutions in nine Latin American countries.10 Peru was 
first, well ahead of  second place Bolivia, and trailed by Colombia, Ecuador, El Salvador, 
Honduras, Mexico, Nicaragua and Paraguay. In 2009, the total of  passbook savings and 
time deposits in microfinance institutions exceeded US$2.5 billion in 2009, according to 
the Banking Superintendency. This amounted to 58 percent of  funding for microfinance.

Regulated microfinance institutions that take deposits showed an impressive expansion of  
savings in the decade. For the twelve Cajas, passbook accounts and time deposits, com-
bined, rose from US$144 million in 2000 to US$1.5 billion at mid-year 2009. Rural banks 
saw their savings deposits also grow nearly ten times over, expanding from US$35 million 
to US$308 million in the decade. Mibanco began the decade with only US$9 million, but 
by the mid-2009 its deposits had multiplied 64 times to a total of  US$580 million. These 
institutions and the microenterprise segment at full-service banks experienced double-digit 
growth rates in savings deposits throughout the decade. The annual growth rate for savings 
was 30 percent for Cajas, 27 percent for rural banks and a whopping 58 percent annually 
for Mibanco, according to SBS. This places Peru’s regulated microfinance institutions in 
line with the trend in Latin America. Deposits grew to become the dominant source of  
funding during the decade, according to the Portocarrero study.

Deposits1 in Specialized Microfinance Institutions 2000 - 2009

Source: SBS          
Notes:           
1/: Deposits include passbook saving accounts and time deposits in regulated microfinance institutions. Edyficar, formerly an Ed-
pyme, became a finance company in 2008 and held deposits of  US$ 16.2 million as of  June 30, 2009 before its sale to Banco de 
Crédito del Perú in Sept. 2009. At end of  period.

Municipal CajasMibanco Rural Banks
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 Credit Lines

Credit lines remain important as a source of  funding for microfinance institutions. In Peru, 
market borrowing made up 24 percent of  funding for microfinance institutions during 
the decade. Cofide continues to play a pre-eminent role for regulated institutions. It is the 
number one source of  credit lines in virtually all leading microfinance institutions. 

Cofide lending to microfinance remains heavily supported by credit lines from the region’s 
multilateral development banks, IDB and CAF. As of  February 2009, IDB’s third micro-
global credit line that channeled lending to microfinance institutions through Cofide had 
placed US$107 million in microenterprise loans during the decade. The original amount 
of  the line was US$30 million. The IDB Group’s Inter-American Investment Corporation 
(IIC) loaned US$7.3 million to Mibanco and US$4.8 million to Edyficar in 2008. 

CAF had lines of  US$40 million channeled directly to Mibanco, the municipal Cajas of  
Arequipa, Tacna and Trujillo, the Edpymes Crear Arequipa, Crear Tacna (recently ab-
sorbed by Caja Nuestra Gente), Nueva Visión, Confianza and Edyficar in 2009, says Ale-
jandro Soriano, CAF deputy director of   small and micro enterprise. CAF was expecting to 
increase those lines during the year with lending to additional microfinance institutions. In 
addition, CAF has extended US$150 millon in credit lines to Cofide to support enterprises 
of  all sizes, and microfinance institutions may access part of  these funds.  

The weight and importance of  Cofide as a source of  working capital for microenterprise 
portfolios cannot be underestimated. Mibanco, the only specialized microenterprise bank, 
obtains 27 percent of  its credit lines from the development bank, a total of  US$63.8 mil-
lion in 2008, according to its annual report. Among several leading Cajas, Cofide lines 
represent one-third or more of  total debt. For the Cajas of  Cuzco, Piura, Sullana and Tru-
jillo, it provides 100 percent, 77 percent, 35 percent and 47 percent of  obligations, respec-
tively, according to Cajas’ annual reports and Mixmarket. Full-service banks, combined, 
outranked Cofide as the leading source of  debt for Caja Arequipa and Sullana, providing 
26 and 40 percent of  funding, respectively (US$9 and US$9.9 million in 2007). 

Similarly, the largest rural banks also depend significantly on Cofide credit lines. In 2008, Caja 
Nuestra Gente received 38 percent (US$12.2 million) of  its lending from Cofide, and Señor de 
Luren got 69 percent, or US$22 million, of  its borrowings from the national development bank. 

Cofide is also a leading source of  funding for Peru’s largest Edpymes, contribut-
ing between 17 and 41 percent of  credit lines to the top five of  these regulated, non-
bank institutions. The amounts are substantial, ranging from US$3 million to Pro-
empresa, US$18 million to Confianza and US$28.7 million to Edyficar in 2008. The 
other prominent sources of  credit for Edpymes include full-service bank and Agrobanco. 

The World Bank’s arm for private sector development, the International Finance Corpo-
ration (IFC), began funding microfinance in Peru in this decade. Its first forays involved 
credit lines to Edyficar and Mibanco. The credit line to Edyficar, which peaked at US$2.5 
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million in 2007, was modest (3 percent of  Edyficar obligations) and had a convertible 
option, says André Laude, IFC’s chief  investment officer for Microfinance. IFC lending 
to Mibanco totaled US$76.5 million in 2008, and accounted for 32 percent of  the bank’s 
obligations. In 2007, IFC took equity shares in Edyficar and Mibanco, a 5.26 percent stake 
in Edyficar and a 6.5 percent share of  Mibanco. IFC has also provided technical assistance 
to Edyficar and municipal Cajas, seeking to promote their commercial viability. 

Among Peru’s microfinance institutions, diversification of  funding sources is growing. 
After savings and Cofide lines, the next most important sources of  funding include com-
mercial banks, multilateral banks, bilateral aid agencies and private funding. For example, 
at two of  the biggest Cajas, Caja Arequipa and Caja Sullana, full-service banks and bilateral 
aid agencies are the leading sources of  funding.  

Reinvested earnings make up the third most important source of  funding for microfinance in 
the decade. In Peru, reinvested earnings accounted for 18 percent of  funding in the decade. 

An exceptional investment in microfinance institutions was made by a commercial bank, 
BBVA of  Spain, in 2007. To commemorate the150th anniversary of  its founding, the bank 
created the BBVA Foundation for Microfinance with an initial capitalization of  €200 mil-
lion to acquire microfinance institutions and create the world’s largest microfinance net-
work in Latin America over the coming years. Peru and Colombia were the first countries 
where BBVA made acquisitions, and in Peru the bank paid US$32 million in 2007 to pur-
chase two specialized rural banks, Caja Nor Perú and Caja Sur. The next year, the Founda-
tion acquired Edpyme Crear Tacna for US$11.2 million and merged it with the two other 
acquisitions to form Caja Nuestra Gente, a specialized rural bank that operates in several 
regions of  Peru. The BBVA Foundation may make additional similar investments in Peru 
in the future to expand the reach of  Caja Nuestra Gente which has the aim of  “promoting 
access to credit for the most underprivileged” groups, according to a Foundation state-
ment released in 2007.

 Capital Markets

The larger microfinance institutions began to tap capital markets in recent years. Mibanco 
and Edyficar have successfully issued bonds on local markets. In December 2007, Edyficar 
made its first corporate bond offering for US$8 million, and in April 2008 made a second 
bond issue, denominated in new soles, for the equivalent of  $15 million. The IFC backed 
the corporate bonds with a guarantee. The money raised in both operations was used to 
capitalize the loan portfolio. In 2007 and 2008, Mibanco issued four corporate bonds, one 
for $10 million denominated in dollars and three others denominated in New Soles for the 
equivalent of  about $30 million.

 In September, 2007, Mibanco became the first Latin American microfinance institution 
in the region to place a syndicated loan on the international market. The initial offering 
was for US$30 million, repayable in three years. But the response was so favorable—with 



139A History of  Microfinance in Peru

subscriptions of  US$48 million from 10 institutions—that Mibanco raised the total loan 
amount to US$40 million.11  Wachovia Bank and IFC structured the bond. 

No Peruvian institution has yet launched a public share offering. Compartamos, the Mexi-
can microfinance bank, caused a sensation in microfinance worldwide with its 2007 initial 
public offering on the Mexican stock exchange. It was widely rumored that Mibanco was 
poised to launch a share offering in Peru in late 2008, but this was postponed in light of  
the international financial crisis. 

 Private	Investment	in	Microfinance

The growing presence of  private funding in microfinance is one of  the hallmarks of  the 
decade beginning in 2000. The very first funds dedicated to investing in or lending to mi-
crofinance institutions were launched in 1997 and 1999, and became active in Peru from 
an early date. ProFund, the first such investment fund in the world, invested in Mibanco in 
1997. Dexia Micro-Credit Fund, a similar fund, was launched in 1998, and Latin America 
Challenge Investment Fund, a finance company that lends to microfinance institutions, 
was created with funding from IDB’s MIF. LA-CIF, made a loan to Caja Arequipa in 1999. 
By 2000, private money started flowing to microfinance. 

Private investment is drawn to this sector not only as a social investment but also for the 
financial returns. The IFC operates on the belief  that its investments in microfinance will 
produce a return of  15 percent after five to seven years, says André Laude, IFC chief  in-
vestment officer for microfinance. Other investors report similar results. The LOCFund, 
created in 2007 to lend in local currency to smaller microfinance institutions, is built with 
an expectation of  yielding a return of  12 percent after seven years and “for the moment, is 
demonstrating that is possible,” says Pilar Ramírez, the first CEO of  LocFund. 

Investment funds do not readily release information about the interest rates they charge 
on their debt. Interest rates are determined by operational risks, or quality of  the institu-
tion, and country and market risks. A Swiss fund, responsAbility, has seen interest rates 
in Peru range between three percent and seven percent since it became an active investor 
in the country’s microfinance institutions in 2003, reports Cécile Koller, head of  research 
for responsAbility. Interest rates are trending upwards in the wake of  the global financial 
crisis, she reports. “We see credit margins between five and seven percent, depending on 
the credit quality of  the institution to be financed,” says Koller. 

With economic stability and a wide variety of  solid microfinance institutions in place from 
2000, Peru soon became a major attraction for the specialized investment funds. “Peru was 
very much on the map by then,” says Damian von Stauffenberg, founder and president 
of  Microrate. 

The microfinance industries in Peru and Bolivia are the foremost examples in Latin Amer-
ica of  expansion of  private investment as a source of  funding in regulated microfinance 
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institutions and non-governmental microlenders alike. Between 2000 and 2008, microfi-
nance in Peru experienced a surge of  private investment targeted toward social invest-
ments, attracted by the maturity of  the microfinance industry, the strong macroeconomy 
and sound enabling institutions. The leading sources of  private investment in Peru’s mi-
crofinance industry are Blue Orchard Finance and DVM Microfinance Fund of  the United 
States, Incofin of  Belgium and Oikocredit, Novib and Triodos funds of  The Netherlands, 
according to MixMarket. 

The exposure of  many investment funds to Peru is high, a tribute to the soundness inves-
tors see in the business environment and individual microfinance institutions. Blue Or-
chard, a pioneer and the largest private microfinance investor with funds in 30 countries, 
has eight percent of  its placements in Peru, making the country the first or second larg-
est exposure in Latin America, says Camilo Méndez, the fund’s representative in Lima. 
Swiss fund responsAbility has nine percent, or US$65 million placed in Peru, of  its funds 
totaling US$750 million, making the country a leader among the 40 countries where the 
organization invests. In its first two years of  operations, LOCfund invested 10 percent, or 
US$3 million, of  its portfolio in Peru, reaching the maximum exposure allowed in a single 
country, says Pilar Ramírez who headed the fund.

In the eyes of  investors, Peru provides compelling reasons for investing in its microfi-
nance industry. “Peru is the microfinance country because it’s politically stable, it has a 
large market, a lot of  potential, very good regulation, and in the current situation of  crisis, 
you see a bit of  portfolio deterioration but (performance) is still good,” says Koller of  
responsAbility. 

In good times and bad, Peru’s credit bureaus offer another strong incentive to investors. 
Unlike many other countries, Peru has a set of  credit bureaus in place, but more impor-
tantly all financial institutions use the bureaus. For microfinance institutions, reporting to 
and researching the credit bureau records are integral to their loan decisions. “It’s standard to 
report, they have real-time information, so when the credit officer goes to the field, he or she 
can ask if  a credit request is pending and that allows them to manage that risk,” says Koller. 

In the months after the international financial crisis, Peru attracted even more investment 
than usual, according to some analysts. Blue Orchard funds consider Peru’s macroeconom-
ic performance and country risk as sound conditions for investment, says Méndez. This 
view is shared by the Accion International network. “Peru’s macroeconomy was the jewel 
of  Latin America over the past few years, ratified by its access to (a sovereign) investment 
grade rating, and its performance on inflation, reserves, growth and export growth made 
it the regional star,” says Miguel Herrera, investment officer of  Accion Investments. Peru’s 
banks have been solvent through the international crisis, and there has been no concern 
about toxic investments in the financial sector. 

Each private fund typically provides only a small amount of  credit for microfinance institu-
tions but, taken together, their lending can amount to a significant portion of  borrowings 
for working capital. In 2008, private investment (exclusive of  share holdings) made up be-
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tween 5 percent and 31 percent of  funding for Mibanco, Edyficar and the largest Cajas. For 
NGO microfinance programs which do not have access to Cofide credit lines, multilateral 
and bilateral support and commercial bank lending are significant, and are complemented 
by a growing presence of  private investment. The top two NGO microfinance agencies, 
Prisma and Promujer, receive between 47 and 88 percent of  their borrowings from private 
investment funds. 

Mibanco and the industry leaders among Edpymes and NGOs illustrate the degree to 
which funding sources are diversified for Peruvian microfinance institutions. Mibanco re-
ceives credits from two bilateral cooperation agencies, ICO of  Spain and FMO of  the 
Netherlands, from two private investment funds (Blue Orchard and two Triodos funds) 
and from four international commercial banks (Citibank, JP Morgan Chase Bank and Wa-
chovia Bank). Since 2005, Edyficar has received the largest portions of  its funding from 
commercial banks and Cofide, and the remainder from 25 different organizations including 
multilateral banks, bilateral aid agencies and more than seven private investment vehicles. 

Equity and share issues have been little used so far in Latin American microfinance for 
raising funds for working capital, writes Portocarrero. This is true for Peru as well. Miban-
co leads other MFIs in expanding its capital base through equity offerings, in part because 
of  its particular nature as Peru’s only microenterprise bank and because of  its history as 
a member of  the Accion International network. Between 2004 and 2006, Accion Invest-
ments, an independent profit-making private equity fund which invests in microfinance 
institutions and is sponsored by Accion International, bought a total of  US$4.1 million in 
equity in Mibanco for a share holding of  9.3 percent, says Herrera of  Accion Investments. 
At year-end 2008, that investment was valued at US$12.6 million, he adds. Accion Inter-
national’s Gateway Fund, a vehicle funded with the balance sheet of  Accion International, 
holds a 6.3 percent equity stake in Mibanco which was originally purchased in 1998.  Three 
Triodos funds, the Stichting Hivos-Triodos, Stichting–Triodos Doën and the Triodos Fair 
Share Fund, own minority stakes that make up a combined holding of  11.82 percent in 
Mibanco. CAF held a US$500,000 equity stake in Mibanco from 1999 until 2005 when it 
sold its share for US$1.39 million, say CAF officials.

Peru is expected to remain a darling of  international funders of  microfinance. It has a win-
ning combination of  sound macroeconomic fundamentals, strong financial regulation and 
banking solvency and a diverse and healthy microfinance industry. Although the country’s 
robust economic growth of  recent years fell dramatically in 2009 and could dip as low as 
zero, the microenterprise sector continues to show a capacity to borrow and repay, allow-
ing microfinance institutions to expand, albeit at a slower pace.

    Financial Uncertainty

The international financial crisis that began unfolding in 2008 has, so far, demonstrated yet 
again the resilience of  the microfinance industry. Peruvian microlenders enjoyed an unusu-
ally favorable economic environment during the last 12 months because Peru is expected 
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to grow at between 1 and 2.5 percent in 2009. Positive as this may seem, it represents a 
severe decline from the 2008 growth rate of  9 percent. 

Microfinance institutions have seen the rate of  growth of  their loan portfolios slow. In 
2009, the increase in MES loans is expected to reach about 20 percent, a drop of  nearly 
half  from the 2008 lending increase of  38 percent. The growth in savings at all institutions 
dropped in the first half  of  2009. 

Despite economic uncertainties and prudential demands for increasing loan loss provi-
sions, interest rates on MES loans continued to decline in 2008 and 2009 as had occurred 
during the previous financial crisis of  1998-2002.

Even before the financial crisis, warnings about overindebtedness among microentrepre-
neurs were commonplace across Latin America. Among Peru’s microfinance institutions, 
delinquency has risen from 2008 through June 2009, lending has slowed considerably and 
growth of  deposits has fallen. Because of  the time lag in the shock effect, many expect the 
real impact of  the financial crisis won’t be felt until the end of  2009 or in early 2010.
 
In 2009, delinquency rates rose in microfinance institutions. The increase in late payments 
reflects an economic slowdown and also the fact that in Peru’s business cycle the first half  
of  the year is slow and activity only begins to pick up in the second half. Delinquency rates 
for the first half  of  2009 rose from very low levels for leading institutions, rising by an ad-
ditional 1 to 1.5 percentage points with non-performing loans at most institutions ranging 
from 3 to 6 percent of  the loan portfolio. 

Microfinance institutions had begun to implement best practices aimed at reining in over-
indebtedness before 2009. A widespread policy in Peru is to give no loans to anyone who 
holds credits with three other finance institutions. Mibanco implemented a policy in early 
2009 to monitor closely all microenterprises whose market depends on very large firms 
that are vulnerable to international price fluctuations. For example, the bank decided to 
stop lending to junk metal dealers who operated in mining regions because their markets 
had vanished as international metal prices collapsed. The SBS set an additional provisions 
requirement in 2009 to increase coverage of  risk by microfinance institutions. The perfor-
mance of  Peru’s microfinance sector in 2009 and 2010 will demonstrate the efficacy of  
self-imposed and official risk management policies. 
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As we recount in this history, efforts to bring about greater credit democracy in Peru 
date back at least to the 1950s. Successive governments experimented with changing ap-
proaches, but the effort suffered from weak commitment and from inadequate under-
standing. Through the 1980s and beyond, financial expertise, much less financial wisdom 
have been scarce regarding how lending should be set up to deepen credit democracy. 
Another major obstacle has been the ignorance of  the way the poor manage money, and 
more generally, the cultural gap between rich and poor. Nonetheless, our fifty-year story is 
encouraging. A great deal of  learning has taken place, about financial technology and about 
what works for the poor. 

Below we summarize the story told in each chapter, highlighting the role of  individual play-
ers and of  different microfinance techniques or models, the blurring of  the dividing line 
between micro and non-micro finance, and finally, the progress and brakes on what could 
be called the bottom line issue, the extent of  financial democratization. 

Chapter 2, Microfinance before Microfinance, relates the surprisingly successful efforts to in-
crease access to credit and deposit services that began in the 1950s in part as a directly 
political response to fears of  insurrection. Over twenty years, American money and priests 
joined forces with reformist Peruvian governments to create credit unions and savings 
and loan associations. Though oriented more to the urban than to the rural population, 
the expansion of  access to financial services between the mid-fifties and mid-seventies 
was outstanding for Latin America in that period. Sadly, the collapse of  both institutions 
between 1975 and 1990 was equally dramatic, and holds lessons regarding financial vulner-
ability and financial governance. 

Chapter 3, The Explorers, traces the origins and early evolution of  three sets of  institutions 
that went on to become central players in today’s microfinance industry: municipal Cajas, 
the NGO Acción Comunitaria del Perú which later evolved into Mibanco, and then into 
Grupo ACP, and Idesi, an NGO that, along with other NGOs created in the 1980s, set 
out to prod and assist established banks to enter into microcredit. It was in this period that 
the technology of  trust-based lending was developed and the concept of  financially self-
sustained microfinance was established. 

Chapter 4, Transformation: A New Environment, recounts the seismic economic, political and 
legislative events that transformed the context for finance in general in Peru. New rules for 
microfinance gave all lenders a playbook for developing a microenterprise loan portfolio. 
The government withdrew from retail microcredit while becoming a successful promoter 
of  private initiatives. 

Chapter 5, Expansion: New Institutions, details the creation of  a highly diversified platform 
of  institutions that sustained a microfinance take-off  that began in the 1990s and contin-
ued into the new millennium. The period between 1993 and 2000 were years of  intense in-

Epilogue
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stitutional creativity that saw the establishment of  a broad set of  lenders, including NGOs, 
the creation of  a specialized bank, Mibanco, downscaling by established banks and the ad 
hoc invention of  rural banks and Edpymes. Microfinance gained support and credibility 
from the arrival of  enabling institutions, such as credit bureaus, rating agencies, and regula-
tory changes favorable to microcredit. 

Chapter 6, Take-off: Commercial Microfinance, narrates how deposits, lending volume and ex-
ternal funding sources of  microfinance institutions expanded rapidly in the new decade. The 
commercial model of  microfinance permeates the industry. Banks carve out a large share 
of  microenterprise lending, and microfinance institutions begin to operate more like banks, 
diversifying their products to include flexible business credit lines, financing for vehicles, time 
deposits, debit cards, consumer and home improvement loans and personal credit cards. 

    The Players
 
 Individuals

A few persons had a major impact in the earlier stages of  microfinance development. In 
the 1990s, government officials and technocrats designed the rules for microfinance, and 
the high degree of  institutionalization that was achieved by the year 2000 has pushed in-
dividuals into the background. Today, for the most part, the industry is essentially driven 
by corporations and their faceless officers. Even at the pioneer stage, Peruvian microcredit 
was a more collective and atomized process than has been the case in other countries, 
where a smaller number and variety of  institutions and their respective leaders brought 
about the major developments. In addition, the fact that microcredit in Peru has had more 
than one life has meant that a larger collection of  key personalities shaped the industry, 
though not all of  those individuals and initiatives are in this book. 

If  there is any theme regarding the cast of  characters, it is unpredictability and variety. Major 
roles were played by an arch-conservative Prime Minister who had the sense to see the subver-
sive threat of  poverty; an American priest, a group of  well-off  Peruvian businessmen, and two 
young university graduates in their mid-twenties with no previous financial or administrative 
experience. Few had a background in finance, but it bears noting that three who did –Zeitinger, 
a German consultant, Tucker, an American consultant, and Montoya, a Peruvian with a busi-
ness degree– were precisely the persons who produced the key technological breakthrough in 
this story, which was the credit model based on microenterprise cash flow rather than collateral. 

 Government

From the beginning, the government has been a critical player, though not always for the 
best. The extraordinary story of  credit unions and S&Ls of  the 1960s and 1970s was put 
into motion by a concerned government seeking preventive political solutions during a 
time of  insurgency, and then supported by three successive, reformist regimes—an elected 
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democratic government and two military juntas. During all that time, however, the govern-
ment’s role was limited mostly to promoting supportive legislation. 

At a later stage, however, from the mid-1970s to 1990, the government became a more 
direct player in microfinance, using its agricultural and industrial development banks with 
Central Bank funding, financing the S&Ls, increasing the level of  subsidy and, finally, re-
sorting to debt forgiveness. During that time, private initiative was displaced, and because 
government financing went out of  control, subsidized government credit programs be-
came financially unsustainable. What remained was a negative legacy of  small farmers and 
workshop owners accustomed to not paying debts, a cultural malformation that continues 
to inhibit lenders from lending in rural areas. 

Although microfinance is politically marketable, since 1990 there has been no direct gov-
ernment participation in lending to the public and, therefore, no subsidy to microfinance. 
The decision to make the national development bank, Cofide, a second-tier lender, set a 
precedent that would require microfinance institutions funded by the bank to run self-
sufficient, profitable operations. 

President Alberto Fujimori entertained the temptation to intervene in the market by creat-
ing a specialized microfinance bank, which he named Mibanco, in part to strengthen his 
strong political base among lower income independent workers. The government helped 
each step of  the way to create such a bank, but the president was persuaded that Mibanco 
should be a fully private institution. 

Government institutions have played a positive role in encouraging the development of  
the private microfinance industry. Regulations from the autonomous Banking Superin-
tendency (SBS) promote adequate supervision of  microfinance and gradual expansion of  
products and services by microfinance institutions. Rates have come down steadily over 
time. The rules governing banking secrecy favor transparency and risk management by 
making public information about liabilities, so all banks have access to information on 
clients who have loans with more than one financial institution and/or are behind in their 
payments. Credit bureaus are mandated to maintain “positive” and “negative” informa-
tion on borrowers by tracking and reporting good credit histories and late payments and 
defaults. The treasury bank, Banco de la Nación, has entered microfinance in a supporting 
role since 2006, creating a fund for lending to microfinance institutions and offering them 
shared office space at a reasonable price. 

The lone example of  continuing government participation in direct lending to microen-
terprises are the Cajas, which are owned by municipal governments. Because they are de-
centralized, independent from the central government, are not subsidized and rarely act 
in unison, the Cajas do not have the weight of  a government intervention in finance and 
would not be considered governmental agencies by ordinary standards. Lending by Cajas is 
profitable and, for the most part, Cajas are removed from political control or influence by 
their governing structure which assures a minority of  political appointees on the board. 
The ongoing policy of  non-intervention has been a blessing for the evolution of  microfi-
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nance in Peru, freeing credit institutions and the microentrepreneur borrowers of  political 
influence, oppressive regulations and subsidies that thwart self-sufficiency.

 Civil Society

Until microcredit became a business, during the 1990s, and where the government was not 
a direct actor, the promoters of  microfinance necessarily came from civil society. To a con-
siderable degree, however, the organizations that took part were not pre-existing Peruvian 
institutions but rather foreign institutions or newly-created, ad hoc Peruvian organizations. 
Perhaps the main exception to that rule was the Catholic Church, which played a major 
role in the creation of  credit unions in the 1950s and 1960s, though even in that case most 
of  the initiative came from a foreign missionary order, the Maryknolls. During later stages, 
the Church became involved again through the funding of  Catholic Relief  Services and 
the activity of  the local agency, Cáritas, which began to include credit programs in its menu 
of  developmental projects during the mid-1990s. Local Protestant groups also joined the 
effort through the NGO ADRA. Cajas are, strictly speaking, government institutions, but 
in practice they have been governed by non-political representatives of  local institutions in 
their respective constituencies. 

External NGOs with a focus on combating poverty were catalysts in the creation of  mi-
crofinance institutions that became leaders in Peru’s industry. Accion International in 1968 
hired the founding executive director of  Acción Comunitaria del Perú who started ACP 
with a focus on small business development, and two years later, turned it over to Peruvi-
ans. Accion International contributed know-how that made ACP a specialized microen-
terprise lender. In the 1990s, when ACP prepared to become a regulated institution and 
ultimately converted into Mibanco, Accion International served as advisor to ACP and 
helped capitalize the bank.  

Similarly, CARE, the international humanitarian assistance agency, founded Edyficar in 1997, 
and capitalized the Edpyme as its majority shareholder. CARE reinvested its profits in the 
lender for 11 years until the sale of  Edyficar in 2009. From its early days, Edyficar was a 
leader among Edpymes, and was always an autonomous institution staffed by Peruvians.

In the 1990s, a large number of  Peruvian NGOs began to offer microfinance, usually com-
bining credit programs with broader development packages that included business train-
ing, organizational help to create social capital and other forms of  social assistance. Credit 
unions were often built on existing community or producer organizations, but the overall 
picture is one of  new institutions, some born of  external initiatives, others built by local 
activists who started with a mission but not with a pre-existing form of  social capital.

The presence, intent and volume of  foreign funding make up a vital force in the cre-
ation and construction of  Peru’s microfinance industry, especially in the 1980s and 1990s. 
Multilateral funders, principally the Inter-American Development Bank and the Andean 
Development Corporation, loaned money, usually on soft terms, to capitalize microfinance 
portfolios and donated funds for technical assistance to create capable and solvent micro-
finance institutions. The European Union capitalized a fund for lending to NGO microfi-
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nance institutions. Bilateral aid agencies such as the US Agency for International Develop-
ment and cooperation agencies of  the governments of  Canada, Germany, Holland, Spain 
and Switzerland, supported training and loan capital for NGOs and Cajas. 

Late in the 1990s, multilateral banks created investment vehicles and purchased stocks in 
microfinance institutions. Private investment funds dedicated to microfinance made their 
debut, offering credit lines or taking equity positions. In the new millennium, such private 
funds grew rapidly. Peru is a favorite haven for private investors in microfinance.  

    The Model

Today, the bulk of  microcredit provided by banks, Cajas, Edpymes, finance companies and 
rural banks consists of  loans to an individual owner of  a microenterprise, based initially on 
cash-flow analysis of  the business, and often, on visits to the borrower´s workplace and 
home, and increasingly, for subsequent loans, on payment record. Most microcredit would 
be defined as “minimalist”, that is, it does not require that the borrower have savings or set 
up an account, or attend training sessions, and it is not part of  a package of  other forms of  
assistance, such as agricultural extension or community organization. Most microcredit in 
Peru now differs from regular commercial bank lending only in the initial on-site evaluation 
of  the microenterprise and borrower’s personal home, in not requiring collateral, and in the 
treatment of  provisions  allowed by the SBS’ MES category.

The key to the microcredit boom was the discovery of  ways to substitute for standard 
bank collateral requirements, and the discovery came about through several routes. In the 
case of  Cajas, it happened by first creating a lending relationship with microentrepreneurs 
through standard pawnshop lending. With several NGOs, including Acción Comunitaria 
del Perú, it began with peer group lending. Other NGOs relied on the larger and more 
independent groups of  village banks. Yet other NGOs created client information and trust 
by packaging loans with a broader involvement with borrowers, usually at a community 
level. Another approach was the guarantee fund, which used donor funds to guarantee all 
or part of  the risk assumed by banks in first-time micro-credits, nursing the bank through 
the initial, high-risk stage. 

All of  those techniques continue to be used by lenders, especially by many NGOs and Ed-
pymes that are committed to pushing the frontier of  access, trying to reach the still large pop-
ulation that has not yet borrowed from a formal institution. However, the larger volume of  
lending is now based on the minimalist, core model. Mibanco, for instance, has now shifted 
almost entirely to the core model, as have other former NGOs now converted into Edpymes. 

The reliance on personal trust –supplemented by strategic observation– is related to two 
features of  microcredit in Peru: slogans based on a vision of  the borrowers’ capacity to pay 
and the high costs incurred by labor-intensive evaluation and supervision. To highlight the 
advantages of  being creditworthy, ACP (Mibanco’s predecessor) launched its microcredit 
program in 1982 with posters on the walls of  its branches that read, “You decide your 
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own loan.” The message was that, though first-time borrowers were subjected to on-site 
inspections, compliance with repayment obligations generated an automatic acceptance of  
loan renewal. Another lender opened business with the operating premise, “Your work is 
your guarantee.” The Edpyme Confianza (Confidence) today advertises its trust in women 
calling a credit line, “A Woman’s Word.” Today, however, the more personal establishment 
of  trust, based on visits, is being supplemented by credit bureaus. 

    Blurring

When modern microfinance was a fledgling industry in Peru 25 years ago, its business 
was conducted by a host of  individual, separate institutions. Each municipal Caja and 
NGO lender and, later, rural banks and Edpymes, operated as an individual financial unit, 
and each Caja was in a different province. As a sector, microfinance was atomized and 
dispersed because no lender operated on a national basis until 1986 when Idesi created a 
national network of  subsidiaries, but this national structure did not prosper. NGOs have 
formed networks to support each other in the development of  credit methodologies and 
to develop other resources, such as credit bureaus. The NGO networks function to date 
as assemblies of  lenders but each member continues to run its microfinance operations 
independently. Similarly, the association of  municipal Cajas has not fostered sharing of  
back office functions or joint launching of  services such as debit cards. The recently cre-
ated association of  rural banks and Edpymes remains untested.

As the industry matured, the operations of  diverse, separate lenders converged toward a 
similar model offering more financial services, giving bigger loans, expanding microenter-
prise lending as well as consumer and home loans, and offering credit cards. The commer-
cial model is firmly in place among all microfinance institutions, and this drives all players 
in the industry to become like full-service banks. 

Smaller institutions diversify their products as they are authorized to provide more services. 
There is no longer a strong identity between municipal Cajas and MES credits. Cajas have 
expanded their consumer and real estate construction loans to the point that microenterprise 
makes up only half  of  their portfolios. A similar trend is found among Edpymes. Conven-
tional microfinance institutions now even look more like banks, setting up offices in Lima’s 
financial districts, and act more like banks, gradually making larger loans, cutting costs to 
retain borrowers, luring away experienced staff  from rivals and striving for profit.

Banks have entered microenterprise lending wholeheartedly in this decade. Some banks 
acquire their client list through buying microfinance lenders; Scotiabank bought out Banco 
del Trabajo and BCP purchased Edyficar. To serve a microenterprise clientele, banks must 
“scale down” their operations to make small loans, adopting a credit methodology based 
on the proven models of  specialized microfinance institutions.

As banks advance toward a majority share in the microenterprise segment, the lines that 
distinguished the different types of  institutions in Peru’s industry became blurred. For ex-
ample, asking what proportion of  savings in the financial system are drawn from microen-
terprise clients no longer makes sense, because rich and poor alike make deposits in micro-
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finance institutions and in banks. Non-bank institutions work to become like full-service 
banks. Full-service banks now apparently believe that the ability to serve microenterprises 
has become an integral part of  the financial services offering. 

The commercial banking model of  microfinance now pervades the industry. Competition 
between banks, Cajas, finance companies, Edpymes, rural banks and NGOs will be waged 
to reduce costs, gain clients and increase the volume of  lending. Banks have an advantage 
in this commercial model because of  their massive installed infrastructure, including infor-
mation systems and branch networks, and cost efficiencies because of  scale.

    Democratization and Scaling Up

Over the 50-year history of  microfinance in Peru, growing numbers of  formerly excluded 
borrowers have become clients of  financial services.  The advance of  credit democracy is 
a constant theme, although progress has not always been steady.

Convenio ADEX-AID y Copeme, 2000; Dunn, 1999; Loayza, 2004; Mix Market; Portocarrero - Nunura, 1997; Tello, 1994; Valder-
rama, 1997; Webb - Fernández Baca, 1995, Annual reports of  ACP, Banco Agrario, Banco Industrial, Fenacrep, Fepcmac, SBS. 
Notes:          
1/ Defined as MES Credit: Loans for small and micro businesses, with a maximum limit of  total indebtedness in the financial system 
of   US$ 20,000 until September 2003 and of  US$ 30,000 thereafter. At end of  period.  
2/ End of  period: December 31 for 1980 - 2008, and June 30, 2009.     
3/  Regulated institutions authorized to offer most universal banking services. They did not offer checking accounts until 2009. 
4/ The drop in the number of  clients between 1989 and 1990 is due to the fact that the Banco Agrario stopped lending in 1990. 
5/  Others: Development banks (1980 - 1991), NGOs (1986 - 2009), credit unions, (1993 - 2009),  rural banks (1993 - 2009), Edpyme 
(1996 - 2009).

Municipal cajas
ACP/MiBanco
Banks-Finance 
Companies3

Others4,5

Number of  Microcredit1 Borrowers  1989 - 2009 
(in thousands;  at end of  period2) 
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The precursors of  microfinance in Peru, credit unions and S&Ls, took the first giant steps 
toward democratizing credit. Although many cooperatives were built around a membership 
base of  salaried professionals, others reached out to market vendors, small farmers and trades-
people. The housing S&Ls, the mutuales, included members from lower income neighbor-
hoods and, in a later phase, loaned money to support urban services in squatter settlements. 
These lenders promoted financial inclusion on a significant scale in a severely underbanked 
country, but with their demise the process of  credit democratization suffered a setback. 

In the 1980s, an array of  individual institutions as diverse as municipal Cajas and NGOs be-
gan lending to lower income merchants, cobblers, farmers and artisans. Cash flow analysis of  
microenterprises and incremental increases in loans proved to be a powerhouse for reaching 
this segment of  the unbanked. The trend toward democratization of  credit was revitalized 
and gained force throughout the 1990s and continues to expand in the new century.

Today, nearly eight percent of  the total population is served by microfinance, according 
to Mix Market estimates.  Millions of  Peruvians remain excluded from financial services, 
especially in the Andean highlands and the Amazon rainforest. A wider platform of  strong 
financial service providers is now in place—including the recent entrants, banks and rural-
based cooperatives—to propel an increase in microenterprise lending and other financial 
services closer to the poor.  

The trend toward credit democracy is partially undermined by the tendency toward scaling 
up, giving bigger loans to successful clients and orienting lending toward higher-end bor-
rowers. Banks show the strongest tendency to scaling up, and their microenterprise loans 
have grown in size by significantly higher percentages than the average loans of  other 
microfinance institutions. 

“Microfinance institutions in Peru will continue to scale up and the poorest will drop out 
of  the portfolio,” says Fernando Lucano, managing director of  Cyrano Management, a 
manager of  investment funds dedicated to microfinance. In fact, the tendency is so strong 
that experienced practitioners agree special mechanisms are required to put a brake on 
scaling up and ensure that lower-income clients are served. “The board of  directors are 
the guardians to be sure that the (Mibanco) mission remains with microenterprise lending,” 
says Jesús Ferreyra, chief  of  corporate affairs for Grupo ACP. 

Watchfulness and a social mission are needed to prevent average microfinance loans from surg-
ing to US$5,000 or more, levels that exclude the poor. When CARE negotiated with interested 
banks wanting to buy its finance company, Edyficar, the anti-poverty agency insisted that the 
buyer respect and pursue the Edyficar goal of  serving its microentrepreneur clients who receive 
loans averaging about US$1,000. The terms of  the sale included a fair price and “also being 
able to deliver on social mission and focus,” says Milo Stanojevich, director of  CARE Perú. 

In a mature microfinance market, scaling up is built into the business. Those counterweights to 
the scaling up tendency rely on the ethical backbone and determination of  corporate executives. 

The real work of  expanding access to credit will turn on what is done on the ground, in the 
hills and valleys and alongside rivers where the unbanked live and work. Technology and 
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new forms of  alliances are being tested for making contact with poor people who never 
dreamed of  having a loan and tailoring products for their needs and capacity to pay. 

The powerful and obvious tools of  the telephone, cellphone, Internet and motorcycles 
are being used to overcome geographical barriers. A rash of  new techniques are being 
tried to make downscaling work for both parties to the loan transaction. New alliances 
between government programs and microfinance institutions are introducing rural clients 
to loan officers. By handling disbursements to the extremely poor for the government’s 
Juntos cash transfer program, Caja Nuestra Gente is meeting potential clients and making 
its services known to them. Up to 15 microfinance institutions now offer branch banking 
services out of  shared space they rent in offices of  Banco de la Nación in remote areas. 
Buses that serve as mobile banking offices are used by Mibanco in the upper reaches of  
coastal valleys. Basic services are offered by thousands of  correspondent banks set up by 
various lenders in local shops across the country. Other alliances and methods for bringing 
financial services closer to more residents of  rural areas at a lower cost are being worked 
out on drawing boards and in negotiations. Hopefully, competition and these 21st-century 
innovations in microfinance will continue to draw in first-time clients, bringing them less 
expensive credit and financial services and extending the frontier of  credit democracy.  



154 The Mustard Tree

President Alberto Fujimori inaugurating the first branch of  Mibanco 
in 1998. With him are Peru’s Vice-president, Ricardo Márquez, and 
Mibanco board members.

Oscar Rivera, first Board Chairman of  Mibanco and the first representative 
of  a microfinance institution to become Chairman of  the Peruvian Banking 
Association.

Courtesy of  MiBanco

Courtesy of  MiBanco
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A Mibanco analyst with a client who repairs plastic 
sacks for hauling bulk produce.

Alfredo Mendiola 
Avenue in Los Olivos 

(north of  Lima), show-
ing the concentration of  

financial institutions 
operating in this area.

Courtesy of  Fepcmac
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An Edyficar credit 
analyst advising 

peasant women, ven-
dors of  traditional 

weavings.

Caja Sullana’s new headquar-
ters in the provincial capital, 
opened in 2005.

Courtesy of  Caja Sullana

Courtesy of  Financiera Edyficar
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A village banking 
credit committee, 

promoted by NGO 
Fondesurco, collects 

loan payments in 
a rural area of  

Arequipa.

An NGO Fondesurco analyst disbursing a loan in a rural area of  Arequipa.

Courtesy of  Fondesurco

Courtesy of  Fondesurco
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Solidarity Group 
in Chanchamayo 

(Junín).

Courtesy of  Prisma
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Abásolo, Jorge Ex -  Advisor  Caja Municipal de Ahorro y Crédito Piura
Adrianzén, Carlos Director of  the School of  Economics Universidad de San Martín de Porres                 
Afuso, Alejandro Ex -  Executive Director Ex- Fondo de Cooperación para el Desarrollo Social
Albareda, Eduardo Office of  Economic Development United States Agency for International Development  
  (USAID)
Alberca, Isabel Ex -  Officer Caja Municipal de Ahorro y Crédito Piura
Alvarez, María Emilia General Manager Entidad de Desarrollo de la Pequeña y Microempresa  
  Edpyme Solidaridad
Baba Nakao, Luis Ex -  President of  the Board Development Finance Corporation
Barnickel, Katherine Microfinance Department Officer Ex - Banco Wiese
Barry, Nancy President Enterprise Solutions to Poverty
Bautista, Fernando Administration and Finance Manager Entidad de Desarrollo de la Pequeña y Microempresa   
  Edpyme Alternativa (Chiclayo)
Bebbington,Tony Professor, Society and Development University ot Manchester
Bedoya Gómez, Shulssy Supervisor of  Rural Methodology Control Mibanco
Best Morla, Julio Director and General Manager Equifax
Brinkman, Andreas Research and Development Coordinator Consorcio de Organizaciones Privadas de Promoción  
  al Desarrollo de la Micro y la Pequeña Empresa (Copeme)
Burga Carmona, Jack Programs Chief  Catholic Relief  Services
Bustamante, Pablo President of  the Board and General Manager Orion Banco
Calle, Sammy Credits Manager Caja Municipal de Ahorro y Crédito Sullana
Canelo, Nemesio Founder Cooperativa de Ahorro y Crédito Santa Elisa
Cárdenas, Gaby Deputy Manager of  Banking Services Banco de la Nación 
Castillo, Marco Ex -  General Manager Corporación Financiera de Desarrollo
Castro, Demetrio  Chief  of  Microfinance Superintencia de Banca, Seguros y AFP
Chión, Max Ex -  General Manager Banco del Trabajo
Chiri, César General Manager Cooperativa de Ahorro y Crédito  Santa Rosa
Chu, Michael Chief  Executive Officer ACCION International
Cole, Ken Ex -  Coordinator, Small Projects Program Inter-American Development Bank
Coquis, Edgar General Manager Fondo de Garantía para la Pequeña Industria 
Coronado, Pedro Ex -  President Banco Central de Reserva del Perú
Cruchaga, Lizardo Ex -  Officer Superintencia de Banca, Seguros y AFP
Delgado Cruz, Naldy Director  Pro Mujer Perú
Delgado, Jorge Antonio  Executive Vice-President Fundación BBVA- Banco Continental
Díaz, Gloria Manager of  CrediMujer Movimiento Manuela Ramos
Ducassi Wiese, Luis President Instituto Peruano de Fomento Educativo
Dumler, Francisco  General Manager Consorcio de Organizaciones Privadas de Promoción  
  al Desarrollo de la Micro y la Pequeña Empresa (Copeme)
Effio, María Belén Officer Microrate Latin America
Espinoza, William Ex -  General Manager Consorcio Promoción de la Mujer y la Comunidad  
  (Promuc)

NOMBRES CARGO INSTITUCION
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Fajardo, Guillermo President of  the Board  Financiera Edyficar
Ferreyra, Jesús Corporate Business Manager Grupo ACP
Fiestas Bancayán, Gilmer General Manager Caja Rural de Ahorro y Crédito Señor de Luren
Flores, Ramón Director for Latin America Planet Rating Perú S.A
Gallo, Gabriel Ex -  General Manager Caja Municipal de Ahorro y Crédito Piura
Gehrke, Matthews Ex - Officer Consorcio de Organizaciones Privadas de Promoción  
  al Desarrollo de la Micro y la Pequeña Empresa (Copeme)
Ghersi, Emilio Investment Officer ACCION International
Giesecke, Jaime Specialist Multi-lateral Investment fund - Inter-American 
  Development Bank
Giró, Alfredo  Officer Multilateral Investment Fund - Inter-American 
  Development Bank
Goldenberg, Sonia Coordinator Technical Commission to form MiBanco
Gonzáles, Miguel Business Manager Banco Mibanco
Gonzáles Tapia, José General Manager Entidad de Desarrollo de la Pequeña y Microempresa  
  Edpyme Alternativa
Guanilo, Roberto General Manager Caja Rural de Ahorro y Crédito Credichavín
Hamman, Jacinta Consultant Consultora Experta en Finanzas y Microfinanzas
Higa, Claudio Ex - Executve Vice-president Corporación Financiera de Desarrollo
Huamani, Enrique Financial Manager Entidad de Desarrollo de la Pequeña y Microempre 
  sa- EDPYME- Solidaridad
Iglesias, Enrique Ex - President Inter-American Development Bank
Jiménez, Ana Officer Consorcio de Organizaciones Privadas de Promoción al  
  Desarrollo de la Micro y la Pequeña Empresa
King, David Investment Analyst Cyrano Management
Klinge, Carlos Ex Officer Corporación Financiera de Desarrollo
Klingenberger, Juan Ex Banking Superintendent Superintencia de Banca, Seguros y AFP
Kruijff, David Investment Officer  International Finance Corporation (IFC)
Lanao, Aquiles  Founder Finca Perú
Lanao, Iris Executive Director Finca Perú
Larrea, Victor Ex member Comisión de Organización de CMACS
Laude, Andre Chief  Investment Officer for Microfinance International Finance Corporation (IFC)
Leirberman, Ira Founder and Ex Chief  Executive Officer Consultative Group to Assist the Poor
Llosa, Rafael  General Manager Banco Mibanco
Loayza, José Head of  Microfinance Department ONG Alternativa
Lombard, Cédric Director, Financial Advisory Services  Symbiotics S.A
 - New Markets 
Lucano, Fernando  Managing Director Cyrano Management
Madariaga,Héctor  General Manager ONG Fondesurco
Madden, James Priest Congregación Maryknoll
Manucci Tapia, Carlos Founder Caja de Ahorro y Crédito Nor Perú
Martínez, Renso Representative Lima  The Mix
Márquez, Ricardo Ex Vice-president of  the Republic Alberto Fujimori Government

NOMBRES CARGO INSTITUCION
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Matta, Francis Business Manager  Edpyme Proempresa
Mehrer, Mike Ex Executive Director and Founder Acción Comunitaria del Perú
Melgar, Indira Head of  Microfinance Department ONG Adra Perú
Mendez, Camilo Representative Lima  Blueorchard Microfinance
Meza, Gabriel  General Manager Consorcio de Promoción de la Mujer y la Comunidad  
  (Promuc)
Montoya, Manuel Ex - General Manager Acción Comunitaria del Perú
Morris, Felipe Ex Officer Ministerio de Economía y Finanzas
Mosquera, Carmen Specialist Multilateral Investment Fund - Inter-American 
  Development Bank
Murguía, Jose  President (1990-1995) Federación Peruana de Caja Municipales de Ahorro y  
  Crédito
Naranjo, Martín Ex - Officer Corporación Financiera de Desarrollo - Superinten 
  dencia de Banca, Seguros y AFP
Navajas, Sergio Officer Multilateral Investment Fund - Inter-American 
  Development Bank
Nuñez, Javier Advisor Banco de la Vivienda
Olano, César Academic Vice-Rector Universidad Alas Peruanas
Orderique, José Director of  Progreso Program and  Acción Comunitaria del Perú
 Education Development Manager 
Ortiz, Humberto Executive Secretary Comisión Episcopal de Acción Social
Otero, Carlos Ex -General Manager Corporación Financiera de Desarrollo
Otero, Javier Personal Banking Division  Banco de Crédito del Perú
Pardo, Fernando Ex- Catholic Relief  Services in Peru Asociación de Entidades Financieras especialistas en  
  Microfinanzas  Bolivia 
Paredes, Ernesto Founder Acción Comunitaria del Perú
Paz Silva, Luis Founder Cooperativa de Ahorro y Crédito Santa Elisa
Pazos, Manuel Business Manager Cooperativa de Ahorro y Crédito Pacífico
Pinilla, Susana Founder Instituto de Desarrollo del Sector Informal (IDESI)
Poggi, Javier  Director of  Economic Studies Superintendencia de Banca, Seguros y AFP
Portocarrero, Felipe Officer IFC  Global Financial Markerts
Prado, Ricardo Ex - Officer Caja Municipal de Ahorro y Crédito Piura
Quesada, Fortunato Ex -  President Acción Comunitaria del Perú
Quijandría, Alvaro  Ex - Business Consultant Apoyo Asociados
Rabines Ripalda, Manuel General Manager Federación Nacional de Cooperativas de Ahorro y  
  Crédito del Perú (FENACREP)
Ramírez, Pilar General Manager Local Currency Fund for Microfinance Institution
Ramos, Armando Loan Officer Mibanco
Rivera, Oscar President of  the Board Banco Mibanco
Rodríguez Avalos, Máximo President Executive Council Cooperativa de Ahorro y Crédito Parroquia Santa Rosa
Rodríguez, Nancy Officer Caja Municipal de Ahorro y Crédito Sullana
Rojas Sarapura, Alejandro Coordinator, Sustainable Economic Care Perú S.A 
 Development Programs 
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Romo, Marco Supervision Manager Federación Nacional de Cooperativas de Ahorro y  
  Crédito del Perú (FENACREP)
Rosenberg, Richard  Officer The World Bank/ Consultative Group to Assist the Poor
Ruiz, María del Pilar Marketing Banco de Crédito del Perú
Rumichi, Laura Officer Caja Municipal de Ahorro y Crédito Piura
Samaniego Peréz, Isabel Manager, Credit Technology Training Entidad de Desarrollo de la Pequeña y Microempresa  
  Crear Arequipa
Shimabukuro,Iris Ex - Officer Fondo de Desarrollo Microfinanciero (Fondemi)
Siancas, Joel  President Caja Municipal de Ahorro y Crédito Sullana
Sifuentes, Pilar Consultant UNDP - Peru 
Silva, Alex Ex - Chief  Executive Officer ProFund
Soriano, Alejandro Deputy Director for microfinance and 
 small and medium sized enterprises Corporación Andina de Fomento
Sotomayor, Narda Head of  Department of  Analysis of   Superintencia de Banca, Seguros y AFP
 Microfinance Institutions  
Supo, Dante Manager Instituto de Desarrollo del Sector Informal (IDESI)  
  -Lambayeque
Tagle, Luis Ex - Officer Ministerio de Vivienda, Construcción y Saneamiento
Talledo, Pedro Manager Caja Municipal de Ahorro y Crédito Piura
Tapia, Alfredo  General Manager Banco de la Vivienda
Tello, María del Pilar Officer Superintencia de Banca, Seguros y AFP
Torres Kong, Walter Ex - Officer Federación Peruana de Caja Municipales de Ahorro y  
  Crédito
Truitt, Nancy Principal Advisor Tinker Foundation
Tucker, William Executive Director Seep Network
Tueros, Mario  Specialist in Business Development International Labour Organization
Valencia, Javier General Manager Entidad de Desarrollo de la Pequeña y Microempresa  
  Crear Arequipa
Vasquéz, Manuel Ex - President and Superintendent Corporación Financiera de Desarrollo - Superintendencia de  
  Banca, Seguros y AFP
Velasco, Otoniel Ex - Officer Entidad de Desarrollo de la Pequeña y Microempresa  
  Edpyme Credinpet
Venturo, Carlos Ex - Financial Manager Acción Comunitaria del Perú
Ventura Egoavil, Elizabeth Executive President Entidad de Desarrollo de la Pequeña y Microempresa  
  Confianza
Villarán, Fernando  President SASE Consultores
Von Stauffenberg, Damian  Founder and Chief  Investment Officer Microrate Latin America
Waterfield, Chuck  Founder and Chief  Investment Officer Microfinance Transparency
Wittowski, Diether Investment Officer  Multilateral Investment Fund - Inter-American 
  Development Bank
Yanque, Hugo Executive President ONG Arariwa
Zuñiga, Víctor Manager of  Microenterprise Segment Scotiabank Financiera




