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ABSTRACT

Poor access to affordable credit by especiallypoor Malawians has been a critical constraint to

micro and small enterprises. Micro credit schemes were introduced to help provide small

loans to low income households too poor to qualify for traditional bank loans under ?exible

and easy to understand terms and conditions. However, these schemes’ emphasis on credit

provision has effectively screened out the very poor who are reluctant to take debts while at

the same time other members fear that such people may not be able to repay the loans.

Furthermore, their operationsare limited to urban areas only. The critical constraint therefore,

facing the poor is lack of appropriatesavings services and institutions which can assist them

to mobilize and accumulate their savings for investment and other purposes.

This study sought to examine the role that micro credit schemes play in the promotionof

savings among beneficiaries. Specificallythe research aimed at establishing whether

participationin micro credit schemes and participantssocio-economic characteristics affect

the level of savings. lt further aimed at establishing effects of institutional and organizational

arrangements put in place by micro credit schemes on participants’savings behaviour. A

sample survey was conducted in Lilongwe focusing on two micro credit schemes. One

scheme had external financial injectionwith a credit focus while at the same time encouraging

its beneficiaries to save. The other scheme had a savings focus where the participantswere

mobilized to form savings groups and raise savings from which they could borrow locally.

The research adoptedboth quantitativeand qualitativemethods of data collection and analysis

for complementary purposes.

Results show that participationin micro credit schemes increases the level of savings. Those

who were participatingin the micro credit schemes were making significantlyhigher savings

than non participants.This means the availability of savings facilities providesa better option

to saving at home where savings may be withdrawn to help relatives. neighbours or used on

less pressingneeds. The study also con?rms that income is an important factor in as far as

savings mobilization is concerned. Those who were saving in both schemes had higher

average incomes comparedto those who were not saving and those with higher incomes were

making much more savings than those who had lower incomes. This means that to

successfully improve savings from the poor communities there is need to improve their

income earning capacitieslike supportingincome generatingactivities. Micro credit schemes

should therefore not only focus on credit provisionand loan recoveries, but should ensure that

the enterprises are profitableto sustain saving.

ix
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CHAPTER ONE

1.0 Introduction

1.1 Background

ln Malawi, poverty is widespreadand severe with 52.4 percent of the populationfalling below

the poverty line (GOM, 2005). The lntegrated Household Survey (IHS) conducted in 2004-

2005 shows that one in every five people lives in extreme poverty such that they cannot afford

to meet minimum recommended food requirements on a daily basis. Across the regions the

picture is such that more people (60 percent) live below the poverty line in the Southern

Region as comparedto 54 percent in the Northern Region and 44 percent in the centre. There

are fewer people (25 percent) in the urban areas that live below the poverty line than in the

rural areas where 56 percent of the populationare poor. Over a period of seven years between

lHSl and lHS2 there has been no signi?cant change in poverty according to the Malawi

Growth and Development Strategy (MGDS)(GOM, 2006).

One of the means through which households can increase their household incomes and

therefore alleviate poverty is through access to credit. lt is however, very difficult to access

credit in Malawi such that the productivecapacity of poor households is negatively’affected.

The lHSl reported that only 18.8 percent of the households received a loan and the situation

did not improve but instead worsened to 13 percent in 2004-2005 as reported in the IHS2

(GOM. 1998; GOM, 2005). From the small proportionthat received credit, access andsize of

loan was biased against the poor who got on average MKl.206 against the non poor who got

nearly three times as much (MK3354) in 1998 (GOM, 1998). ln 2004-2005, seventeen (17)

percent of the households in the highest expenditurequintilehad accessed credit while only 8

percent in the lowest quintile received loans (GOM,2005). Furthermore findings show that

women face more constraints in accessing credit than their male counterparts. Green and

Badden (1994) found that apart from the small sizes of loans that women received, only 29

percent of total loans from Small EnterpriseDevelopment of Malawi (SEDOM)were given to

women and only 7 percent of all credit beneficiaries from lnvestment and Development Fund

(INDEFUND)were women in l993. ln 2005 there were more males (14 percent)against ll

percent of female headed households that received the loans GOM (2005).

Contributing to poor access to credit is the fact that money lending institutions and

commercial banks are not willing to provide credit to the poor and this leaves the informal
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sector assume a more prominentrole. More than 50 percent of all the non poor and the poor

households that obtained credit received it from friends and relatives including money lenders

and religious institutions while only 2 percent accessed their loan from the commercial banks

(GOM, l998; GOM, 2005). While Daniels and Ngwira(1993) found that only l9 percent of

all the Micro, Small and Medium Enterprises(MSMEs)had received loans, very few i.e. only

l.2 percent of these had received these loans from formal credit institutions while the majority

81 percent had never received any loans. Due to credit limitations, some people have been

operatingsmall scale investments financed from their own small savings. A survey conducted

in 1986 revealed that out of l,400 small scale enterprises,80 percent had initial investments of

less than MKl.000 and nearly all were ?nanced from personal savings (GOM, l988).

Government policy documents like the Policy Framework for Poverty Alleviation (PFPA)

(GOM, l995), the Vision 2020, (GOM, 1996), the Malawi Poverty Reduction Strategy Paper

(MPRSP) (GOM, 2002) and the Malawi Growth and Development Strategy (MGDS)(GOM,

2006) have identi?ed limited access to credit as one of the causes of poverty and a major set

back to the development of micro and small enterprises.

To improve access to credit, government through the Ministry of Trade and lndustry

intervened and facilitated creation of institutions like the lnvestment and Development Fund

(INDEFUND). Small Enterprise Development Organisationof Malawi (SEDOM). and

Malawi Union of Savings and Credit Cooperative(MUSCCO)to provide credit, business and

technical advisory services (Chipeta and Mkandawire, l99l, GOM, l988). Under the same

initiative, the Small AgriculturalCredit Administration (SACA) and Malawi Mudzi Fund

(MMF)were introduced to help the rural poor access small credit. There has been increased

activity by both government with donor support and relief or development based non-

governmentalorganizations in setting up credit improvement initiatives especially after

political liberalization in 1994 (Chirwa, 2002). These establishments however, focused so

much on credit provisionand relied heavily on external resources through foreign aid to the

disadvantage of promoting local saving habits and mechanisms for mobilizing savings

(Chipetaand Mkandawire, l99l). This led to serious resource constraints in these institutions

and as a result not many could benefit their services and therefore the ?ght against poverty

alleviation remains a challenge until now.

Reddy et al. (2003) observe that introduction of micro financing schemes by governmentsof

developing countries in response to lack of savings by households is not only costly, but it is

also unsustainable because the society is not empowered to save. The neglect of savings

2



services may have come about because de?nitions of poverty based on inadequacy of income

attribute this to shortage of capital for investment. Interventions hence, attempt to alleviate

this constraint by use of external funds to make such capitalavailable.

The critical problemfacing the poor is lack of proper saving facilities which they can use for

?nancial savings, as formal financial institutions hold that the poor cannot save. But against

the bias of the formal financial institutions that the poor cannot save, Rutherford (l995a) in

Johnson and Rogaly (l 997) presents evidence that the regularrepayments on loans demanded

by the non-governmentalfinance institutions in Bangladeshclearly demonstrates that the poor

are able to save. Remenyi (1991) observes that the poor lack savings services and institutions

which can assist them to mobilize their own savings. He further notes that while in the formal

economy banks fulfill this role, in the deprived socio-economic environment in which the

poor operate, where banks accept savings from the poor; this money is recycledto borrowers

who are able to meet collateral. In Malawi, the banking procedures of formal financial

institutions and their concentration in the urban areas leaves the rural poor, estimated at 85

percent, not well served. ln addition some institutions which have penetrated the rural areas

(Malawi Rural Finance Company (MRFC).Malawi Savings Bank (MSB) and MUSCCO) to

some extent are not enough such that demand for savings far exceeds capacity in formal

financial institutions (Ndalama. 1999;‘ Burritt. 2006). Burritt (2006) concludes that on the

basis of increased knowledge about the way poor households manage their financial lives;

demand for savings is greater than is supplied through formal sources. limited to only 3

percent.

There are a number of theoretical justifications for the demand for savings by the poor. First.

the poor need savings for the sake of securing a loan for businesses.)(Second.they need to

manage and deal with their daily expenses and occurrences including emergencies.Third.

they need savings for consumption smoothing or safeguardagainst uneven income streams

due to seasonal variations. They are able to hold their savings from high income periodsand

use to finance consumption expendituresduring low income periods. Fourth, the poor save for

purposes of wealth accumulation so that they can undertake future large expenditureslike

purchasing of agricultural inputs or paying school fees or purchase of large consumer

durables. Lastly, savings serve as insurance against irregularevents like funerals and illnesses

and other contingencies(Fiebig et al. 1999; Johnson and Rogaly, 1997; Mutesasira et. al.

1999).
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The general design of micro credit or micro?nance programs tend to include an aspect of

savings mobilization to enable the poor people access this long time denied service. Some

NGOs have approachedthis through the organizationof communities into savings groups

which raise their savings among themselves and are loaned out within the group members.

Others have used the credit approachand emphasisethe importance of saving beyond the

collateral demands in their training components. lt is therefore worthy exploringwhether the

micro credit/micro?nance institutions can encourage the bene?ciaries to save.

1.2 Research Problem

Malawi has not been able to generate enough domestic savings to meet its investment

requirements.The only period that recorded growingdomestic savings and investment was

between independenceand 1979 (Chipetaand Mkandawire, 1992). At independencedomestic

savings and investment were estimated at 0 percent and 8 percent of GDP respectively,but by

1979 they increased substantially to 29 percent and l7 percent of GDP respectively.This

periodwas also characterized by sustained economic growthwith per capita growthrate of 5.5

percent.

However. owing to some exogenous shocks. like recurrent droughts, transport bottlenecks

mainly due to the disruption of the rail route to the sea through Mozambique. and shortage of

foreign exchange among others, growth was depressed resulting in a crisis period between

l979 and 1987.. This period registeredthe lowest growth in l98l at -5.2 percent of GDP

attracting the intervention of the World Bank and lnternational Monetary Fund. which

recommended stabilization and structural adjustment programs‘to government. This however.

further led to increases in multilateral debt for the country. Since then the growth of the

economy has been unstable and domestic savings and investment have remained low. ln terms

of undertaking development activities, the country has relied so much on external assistance

in terms of bilateral and multilateral grants.

Recent data show that the country has worsened from the little savings to the dissaving

position like -ll percent in 2003 and -8.8 percent in 2006. The overall low volume of deposits

mobilized in Malawi is largely due to the fact that the majority of Malawians based in the

rural areas have been excluded from the formal ?nancial institutions which are urban biased.

' Structural adjustment programs are a series of reform programs aimed at changing the structure of the economy from

government controlled to privatesector led. They also became a requirement for obtaining ?nancial and investment

resources.
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The few micro?nance institutions which have been introduced by governmentwith support

from development partners and some NGOs have also been concentrated in urban and semi-

urban areas. Most of these however, have also focused more on credit provisionas such the

popular savings product which they provide is the compulsorysavings which are used as

collateral for loans. Those therefore who would want to save or accumulate their little

amounts over time for future investment do not have appropriatefacilities for the purpose.

This calls for deliberate governmentpolicyand strategies to mobilize savings including from

the rural poor households to increase resources for investment.

Few studies have been done in the country on savings in general and none has been done to

our knowledge on how micro credit schemes encourage savings mobilization. Studies by

Ndalama (1999) and Mwanamveka (1990) focused on the determinants of gross national

domestic savings. Both studies reveal factors that are responsiblefor influencing the gross

domestic savings especially made in the formal sector which excludes the majority of

Malawians because of accessibility challenges. Within the microfrnance sector, while Chirwa

(1998) looked at the performance of micro credit schemes, Masanjala (2002) dwelt on

whether the Grameen Bank model would be replicatedin Africa with FINCA as a case study.

Both of these studies by Chirwa and Masanjala touched to some extent on the savings

schemes in the micro credit schemes. No speci?c study has been done on the contribution of

micro credit schemes to the savings culture. This study is therefore aimed at establishing the

role of micro credit schemes in promotingsavings behaviour among participantsto meet their

investment requirements and contribute to national savings.

1.3 Research Objectives

Given the research problemthe main objectiveof this study is to examine the extent to which

the micro credit schemes contribute towards the promotion of a saving culture among

bene?ciaries.

The specificobjectivesare: -

l. To establish whether participationin micro credit schemes increases level of savings.

2. To find out the relationship between the participants‘socio-economic characteristics

and level of savings.

3. To establish institutional and organizationalarrangements that encourage participants

to save.

5



Study Hypotheses

l. Participationin the micro credit schemes does not increase the level of savings.

2. There is no systematic relationship between participants’ socio-economic

characteristics and the level of savings.

3. Institutional and organizationalframeworks do not have effects on savings behaviour.

1.4 Research Justification

This study will provide some information on saving behaviour of participantsin micro credit

schemes. lt will establish whether participationin the micro credit schemes increases the

participants‘savings and therefore contribute to literature on understanding the role of micro

credit schemes in mobilization of savings. Findings from this study could help in formulation

and design of inclusive policies and strategies especially targeting the rural poor in their

majority who are also credit constrained in mobilizing the savings. This will eventually help

to alleviate poverty at household level and improve the status of the domestic resources to

finance investment.

1.5 Limitations of the study

Respondentsespecially those who had defaulted in the Youth scheme were reluctant to be

interviewed because they feared the exercise was an undertaking by MRFC to track defaulters

and recover the loan. This led to two problems.Firstly. it became difficult to meet some

potential respondents who never showed up for interviews despite making several

appointments. Secondly. although an assurance was given to them that the information

collected was not going to be used by MRFC. there is a possibility that some information on

income and savings was withheld.

The data on savings and on income was mostly out of recall memory because most peopledo

not keep records of income. Combined with the unwillingness for many to reveal their

?nancial information may mean that the financial information was a misrepresentationof the

true amounts.

ln some areas where the study was conducted, respondentswere expectingremuneration for

their participationin the survey. Some indicated that they had participatedin a number of

surveys with different organizations and some were offering financial rewards. Since the

study was not providingany financial rewards their commitment to the survey was not full

and the information suppliedmay have been compromised.
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CHAPTER TWO

2.0 Micro?nance sector in Malawi

2.1 Background of microfinance schemes

The microfmance activities date back to a period before independencewhen the Nyasaland

African Loans Board and later after independencein 1964 the Central Loans Board was

offering cash or seeds and fertilizers to farmers for improving crop production (Chirwa,

2002). Since then agriculturalcredit continued to dominate the field with the introduction of

the National Rural Development Programme (NRDP) in 1968 which facilitated credit

provision across the country for agricultural development. ln l987, the Smallholder

AgriculturalCredit Administration (SACA) was established as a department in Ministry of

Agricultureto provideagriculturalloans to smallholder farmers through farmers club (Diagne

and Zeller, 2001). The scheme, however, collapsedin l992 due to poor repayment as a result

of severe drought and politicalliberalisation.

In an attempt to reach out to the rural ‘poor’ and ‘core poor’ who were not reached by the

SACA. a parallelrural ?nance institution, the Malawi Mudzi Fund (MMF) was established on

pilot basis in two districts of Chiradzulu and Mangochimainly to providebusiness loans for

non-farm income generatingactivities to households with less than l hectare of land (Chirwa.

2002; Diagne and Zeller. 2001). With design features of the Grameen Bank of Bangladesh,it

benefited mostly female clients as male counterparts registeredhigh default rates. One other

important component of MMF was savings mobilization as an integralpart of the services.

The scheme was incorporated into Malawi Rural Finance Company in 1995 before its

expansionto other areas beyond its pilot.

ln general Malawi has witnessed an increase in the number of playerszand activity in the

microfmance sector after l992, offering credit for micro and small enterprises for farm and

non farm activities. Microfmance activities have been accelerated in Malawi because of firstly

the development goal that governmentembraced in l990s that focused on poverty alleviation

(Chirwa, 2002). Secondly, it has been due to the popularity of the Grameen Bank and other

micro finance institutions in the East Asia region and Latin America following achievements

they have made in making credit accessible to the poor who would otherwise not benefit from

the formal financial institutions.

2 The micro credit schemes players include specialisedmicrofinance institutions. relief or development driven NGOs
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2.2 Some features of micro?nance institutions in Malawi

In Malawi microfmance services have been dominantly providedby government initiatives,

commercial banks, microfrnance institutions and Non Governmental Organisations(NGOs)

(Table l). While there seems to be wider participationin microfrnance services, government

owned banks and governmentbacked programmes are dominating the sector accounting for

70 percent of credit and 80 percent of savings services(Burritt, 2006). Some of the

programmes included Economic Activities Programme (EAP)under the Ministry of Women

and Child Development; the Small and Medium Enterprise Fund (SMEF) and the

EntrepreneurshipDevelopment and Employment Creation Programme (EDECP)under the

Ministry of Commerce and industry. Other institutions in which governmenthas major stakes

include MSB, Development of Malawian Traders Trust (DEMATT),SEDOM and MRFC

(Burritt,2006; Chirwa, 2002; Pitamber, 2003).

The extent to which financial institutions reach out to communities re?ects how accessible the

services they provideare to clients considering transaction costs (time and travel costs). The

only institution in the country that has substantial outreach is MRFC followed by the MSB

which took over ?nancial service activities from Malawi Post Office Savings Bank. Most of

them even though they appear to be in all regions. have not gone beyondthe cities and

secondary towns leaving the rural poor communities unserved.

Further, most of these institutions largely provideloan or lending services mostly in groups. to

their clients with the aim of supportingsmall scale businesses. This approachand innovation

is justified to obviate the need for collateral and thereby easing access to credit by the poor

who otherwise do not qualify for credit in formal financial institutions (Chirwa, 2002). Apart

from the lending services, the institutions also receive savings from their clients. lt should

however, be noted that most of them are involved in receiving the mandatory savings to be

used either as collateral or are pre-conditionfor accessing loans. The only institutions which

are allowed by regulationto take depositsare Opportunitylnternational Bank of Malawi

(OIBM),MRFC, MUSCCO and MSB. The savings mobilization function has therefore not

been aggressivelyadoptedby the microfrnance institutions in the country; as such most of

them have not performedwell. Tsegaye (2003) observes that only a few microfrnance

institutions have been able to providedepositservices and therefore have had minor impact on

savings mobilization despite the willingness of the clients to save at the micro level. Table l
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below shows some micro credit/m icro?nance institutions with details of some features like

their extent of outreach and services they provideto their clients.

Table 1: Micro-credit/Micro?nance Institutions in Malawi
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9



2

2.3 Policy and Regulatory Environment

2.3.1 Micro?nance Policy

In 2002, the government came up with a policy statement on micro ?nance in Malawi. The

overall objective of the policy is to promote the development of a sustainable micro?nance

industry, which provides credit, savings opportunities and other ?nancial services to low-

income people for wealth and employment creation. Speci?c objectivesinclude:- improving

the legal and regulatory framework and overall economic policies, improving capacity of

implementing institutions, promotion of best practices in the industry, and to increase

coordination among the various actors in the micro ?nance sector by encouraging donors to

coordinate their capacity building efforts in collaboration with government (Burritt, 2006;

GOM, 2002; Chirwa, 2002).

There are challenges however, facing the full achievement of some of the objectives that the

policy and plan of action outlined. The micro?nance sector is not clearly covered by any

speci?c legislation or regulatory instruments and is not supervised like other ?nancial

institutions. This is so because the existing MFI players are registered under different

legislations. The NGOs for instance are registeredunder the Trustees Incorporation Act; the

parastatals are created under speci?c Acts and the SACCOs under the CooperativeSocieties

Act (Pitamber. 2003; Kalanda, 2006). These instruments fall outside the jurisdiction of the

Reserve Bank of Malawi (RBM) the formal regulatory authority for ?nancial services sector

and are hence difficult to administer.

Pitamber (2003) observes that the Reserve Bank of Malawi (RBM) which is mandated to

superviseall ?nancial institutions does not have adequate capacity to superviseor regulate all

micro?nance institutions directly. Secondly, when the policy talks about best practices. it

seem to be more concerned with the conduct of the micro?nance institutions and investors

and not to service the poor. Dunford (l998) argues that the ‘best“ in ‘best practices"seem to

mean best for performance of micro?nance institutions and not the targeted poor people.

Further the emphasis seem to be on building large scale financial service systems with

remarkably little regard for how or to whom services are delivered. The ‘best practices"

therefore suggest adopting the performance standards ofthe commercial banking industry. if

adopted, it will mean that the micro?nance sector will be adopting the standards of the

industry that created the failure of the market to meet the demand of the poor for ?nancial

services.
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The other challenge is to do with how government will be involved in the development of a

sustainable micro?nance industry. The policy states that government shall mainstream

microfinance initiatives in all ministries in order to allow for proper coordination. The

intended meaning of this is unclear and gives rise to expectationsthat line ministries or its

parastatalsmay be involved in direct implementationof programmes. The management of the

Malawi Rural Development Fund (MARDEF) within the Ministry of Finance demonstrates

that government is involved in management of credit programmes. At the same time

government ignored the best practices and went ahead dictating the methodology that Malawi

Savings Bank (MSB) must follow to implement MARDEF (DMS, 2005). The generalfeeling

is that MARDEF is risky to the sector in general and MFIs in particularas it offers subsidised

interest rates.

2.3.2 Malawi Micro?nance Network (MAMN)

MAMN is an association of organizationscurrently providingmicro?nance services or having

provided them in the past have an interest in the sector. The institution was created and

of?cially launched in 2002 with an initial membership of 12; it now has a membership of l3

institutions (Mbewe, personal communication June. 2006). The objectives of the network

include:- development, promotionand regulation of microfinance activities to ensure good

governance and practices among members as a way of ensuring their sustainability and

enhancement of their capacities to stimulate and enhance private sector development and be

key players in rural economic and social transformation in Malawi. Secondly the MAMN

seeks to facilitate the exchange of experiences, ideas, innovations, information and

technologies to strengthen micro?nance operations among member institutions and build

capacitywithin the sector as a whole. The challenges ofthe network include non compulsory

membership to the network which means it will not be able to sort out the challenges in the

sector. Kalanda (2005) also observes that membership ofthe five parastatals to this network

creates an opportunity for the introduction of politicizedpolicies and practices. MSB for

instance was directed to lend government money (MARDEF) at below market prices against

the network’s code of conduct.

2.4 Case Study Schemes

This study will consider the two micro credit schemes implementedby government and an

International NGO respectively.The government scheme is implementedthrough the Malawi
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Rural Finance Company using the credit approachwhile CARE scheme is implementedby the

CARE lnternational using the savings mobilisation approach.

2.4.1 The Commonwealth Youth Credit Scheme

The Commonwealth Youth Credit lnitiative (CYCI) is a component of Youth Enterprise

Development (YED) Programme. This is a micro credit and enterprise development initiative

designed to promote youth employment and contribute to poverty alleviation among young

people in commonwealth member countries. The overall aim of the scheme is to contribute

towards economic empowerment of young men and women and alleviate poverty (Phiri, 2004)

The Government of Malawi, through the Ministry of Youth, Sports and Culture (MYSC), the

Malawi Rural Finance Company Limited (MRFC) and the Commonwealth Youth Programme

Africa Centre (CYPAC), signed a Memorandum of Understanding (MOU) and a Financial

Agreement (FA) in October, 2003. The agreements were aimed at piloting the Commonwealth

Youth Credit Initiative/Youth Enterprise Development (CYCI/YED) programme in Malawi.

Malawi Rural Finance Company was selected to deliver credit fund amounting to £27,000

through its network of ?eld offices. Government on the other hand through the Ministry of

Youth, Development and Sports (MYDS) had to establish institutional arrangements of the

project to facilitate activities ofthe implementing agencies. The pilot project was implemented

in Lilongwe district with a target population200 young men and women in four (4) Traditional

Authorities where seventeen (17) groups were mobilized with total membership of l76 (Phiri.

2004; MYSC, 2005). By August 2005 there were 25 groups with a total of 255 members (82

females and 173 males) and 309 loans had been disbursed to the young people and the loan

value was MK4258 mn. (MYDS, 2005).

The initiative took a holistic approach to micro credit delivery, emphasizing credit provision as

part of an integrated package that included skills, marketing. management training and

business counseling to achieve project effectiveness. The reasoning behind this approachwas

based on the understanding that running a successful business requires skills which young

people as ?rst time entrepreneurs may not have. This category of beneficiaries therefore

needed assistance to prepare business plans and turn their business ideas into reality.

At the onset MRFC as the implementingagency conducted sensitization meetings for staff

members and stakeholders. Following this was customer group mobilization and sensitization

about the scheme conducted by the department of Youth officials and MRFC staff. The youth
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roups already existed and were involved in various other activities like human rights, HIV

rid AIDS, home based care and natural resource management and food security. These groups

/ere then screened to establish if they can pay back the loan. Those that passed the screening

est were then given training lasting up to l6 hours covering the following: - Group dynamics

how to make the group strong), credit proceduresand how to save. Each member was then

equired to present a business plan to the implementingagency. Before loans were given out

he members were asked to open a collateral savings account and deposit at least I0 percent of

Lhe loan requested.Apart from the collateral savings account, members were also encouraged

£0 open ordinary savings accounts to which they would be depositing their voluntary savings.

The implementingagency was charging commercial interest rates on the scheme loans. First

time borrowers were charged 33 percent, while repeaters and prime customers were charged 32

percent and 30 percent respectively.Loans were supposed to be paid within twelve months on

monthly installments.

2.4.2 Care International Micro Credit Scheme

The CARE International Micro credit scheme is known as the Village Savings and Loans

Scheme. It is a component ofthe food security objective under the I-Life Project which was

bom out of the Central Region Livelihoods Project which phased out in 2004. l-Life project's

overall aim is to improve food security through increasing the capacities of the targeted

bene?ciaries in vulnerable communities. The project has the following objectives: firstly. to

enhance and reduce food insecurity through crop production,agricultural produce marketing.

infrastructure development and through the village savings and loans initiative; secondly to

mitigate the effects of HIV and AIDS and improving nutritional status; thirdly to achieve

institutional development for the communities.

The project implementationis co-led by CARE International and Catholic Relief Services

(CRS). With the experience that CARE International has had with the concept of village

savings and loans in its other programmes within Malawi and other countries. it is providing

the lead and has helped to build institutional capacityin other partner organizations. The other

organizations implementingthe project in each of the seven districts are World Vision

Intemational (WVI), Salvation Army, Emmanuel International, Africare. and Save the

Childen (US).
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CARE lnternational is implementingthis project in Lilongwe district. It has targeted four

Traditional Areas of Masula, Masumbankhunda, Mazengera and Chitekwere. The approachof

the scheme is such that ?eld workers from CARE International conduct awareness meetings

through the local leadership i.e. TAs, and village headmen (VH) to introduce the concept of

Village Savings and Loans. The Village Savings Scheme is a community based saving

scheme, driven by the members who come together with the purpose of saving to meet their

own needs. Community members come together usually in a group with members ranging

from l0 to 30 and choose the executive comprising the chairperson, the secretary, the treasure

and the committee members. Each saving group is self-governingand comes up with its own

regulations like minimum amount each individual should be saving and frequency of saving.

To facilitate this, groups agreed to be meeting on average once a week. Each member has a

passbook in which records of savings are maintained, in addition to the records kept by the

treasure. The savings are kept in a cash box secured with three locks and keys are kept by

different people to ensure that no one opens the cash box in absence of other members. During

the time they are saving members borrow from the same savings at an agreed interest which

ranged from 10 percent to 50 percent to be repaid at the end of one month. Accumulated

savings are shared among members after 8 to l2 months. The groups are given training lasting

up to six weeks with a total of six days. This training covers business management and

operation. group formation and management. loan procedures and credit management.

investment. economic activity selection and planningand savings mobilization. As of May,

2006 the scheme had a total of 1,547 members (l.l86 females and 361 males). The groups

had mobilized savings in excess of MKlmillion over a period of five months from January

2006, having shared the savings from the previous cycle between December 2005 and January

2006 (Chafulumira, personalcommunication, June 2006).
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CHAPTER THREE

3.0 Literature Review

3.1 Theoretical Literature

Generally, savings are de?ned as a portion of income that is not spent on current consumption

but instead reserved for future use (Daniels, 2001; Livingstone and Goodall, 1970). Savings

can be distinguished based on economic agents involved. According to Daniels (2001)

personal savings are made by individuals, corporate savings by companies while public

savings are made by governments. At all levels savings are very important for providing

investment resources and especially at the national level, they make a nation rely on its own

resources.

It is widely agreed by most economists that income and/or wealth is the main driving force

behind consumption and saving. Theories that explainwhy people save include Keynesian’s

absolute income, Freidman’s permanent income, Modigliani’s permanent income over the

life-cycle of a household, and Duesenbery’s relative income (Schmidt-Hebbeland Severn,

1996 cited in Wright, 1999). These theories fall within the four major motives which

in?uence economic agents‘ decisions to save. These motives are life cycle saving.

precautionarysaving. bequest saving and saving for the purpose of purchasing lumpy assets

(Norman and Owens. 1997).

The Absolute Income Hypothesis

The Absolute Income Hypothesis was developed by Keynes in 1936 as pan of his work on the

relationship between income and consumption. This model links savings to income and

stresses that households allocate their income to either current or future consumption. ln this

model savings would increase with the disposable income if other factors are held constant.

When income is allocated for current purposes, it is known as consumption but if allocated for

future purposes it is savings. The act of not consuming the current income is the act of saving.

According to this theory as household’s income increases at any given time, it consumes and

saves more though not necessarily at the same rate.
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* The Permanent Income Hypothesis

Developed by Milton Friedman in 1957, the theory states that choices that consumers make on

consumption patterns are determined by longer term income expectations and not current

income. In this theory individuals tend to consume a constant proportionof permanent income

and such income not considered permanent is saved without having effects on the

consumption behaviour of the agent. Permanent income is defined as lifetime anticipated

income and the difference between actual income and permanent income gives transitory

income from which savings are made. For rural poor households for instance in times when

there is high transitory income like a period just after harvest and when ones business is

performingwell there should be correspondingincreases in saving rather than consumption.

The Life Cycle Hypothesis

The Life Cycle Hypothesis was formulated by Modiglianiand Ando in 1957. The theory

assumes that individuals consume a constant percentage of the present value of their life

income dictated by preferences, tastes and income. lt argues that average propensity to

consume is higher in young and old households whose members are either borrowing or

running down life savings. Middle aged people on the other hand tend to have higher incomes

with lower propensitiesto consume and higher propensitiesto‘save. This is the most common

approach to consumption and saving at the micro level (Loundes, 1999). This theory further

assumes that plans for consumption are made to achieve a smooth or even level off

consumption by saving during periods of high income and dissaving during periods of low

income and that yearly income varies over the stages of the life cycle. The theory makes

predictions that people save a lot when their income is high relative to lifetime average

income and dissave when their income is low relative to lifetime average. The implication of

this model is that young peopledo not save but as they advance into mid ages they save and

accumulate assets which are drawn in their old ages. lfthe theory was working perfectly well.

Malawi would have enjoyed the highest saving rates given that its populationis dominantly

youthfuland policies targeting the middle aged would maximize savings. Butjust as Ndalama

(1999) observes, despite Malawi having a young populationsavings have remained low. This

could in part be attributed to low incomes among this group also considering that there is high

unemployment in the country.
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Practical aspects for saving by the poor

An understanding of the practical aspects of saving by the poor is useful for design of

appropriatesavings policies and products which take care of poor people’s needs. The poor

make savings to ful?ll future expenses for a range of reasons. Firstly, according to Wright

(1999) and Fiebig et al. (1999), savings contribute towards moderating seasonal variations of

income streams. Savings made during high income periods are used to ?nance consumption

expenditurein low income periods. This is especially important for households that depend on

few cash crops for their cash ?ow. Such savers require a safe place which should also be

convenient and accessible for their savings. Secondly, savings are used as substitute for social

security systems for the poor where they are not available. Accumulated savings are used as

insurance against bad health or disease, sudden income losses and other contingencies.

Thirdly, savings help in accumulating wealth which can then be used to meet long term goals

like social and religious obligations and may also help to facilitate future investment and

purchase of consumer durables. The other reason why poor people save and is implicit in

other reasons highlighted above, is that of reciprocity. Many poor people tend to set up

reciprocalarrangements where they save by lending such that if one lends to a friend the

expectation is that this person will lendback in times of need.

The range of motives for saving that have been outlined above have implications on the

demand for deposit facilities and needtherefore to be carefully considered so as to meet the

needs of the poor people. Robinson (1994) in (Fiebig et al. (l999:4) points out that demand

for deposit facilities is determined by a number of motives and determinants and can therefore

best be met by a mix of savings productsoffering different levels of liquidity and return. The

key motives which need to be satisfied for savers to effectively demand deposit facilities from

the supply side include safety and security of the savings, ease and immediate access of such

savings and positive return on savings.
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Factors in?uencing saving

Among the factors that affect savings are national policiespertaining to the real deposit rate.

Such policies in?uence the decision of whether one deposits their money in formal

commercial institution or opt for an informal arrangement even if the latter is riskier or ties up

their money for longer (Otero, 2003). The other factor is the distance of the banking facility

from the potential savers. If there is higher bank density, there is a greater possibilityof

mobilizing savings (Meyer et al. (1988) cited in Otero (2003); Padmanabhan (1988)). The

distance and inaccessibility of a bank branch in?uence a person’s decision on how to save,

encouraging savings in kind rather than deposits with a ?nancial institution. The third is the

trust which according to Otero (2003) and Padmanabhan (1988), once the savers perceivethat

their deposits are safe they may then decide to entrust the institution with savings. Otero

(2003) further argues that the trust factor becomes very important to the poor since they

seldom interact with formal banking institutions, understand little about investment practices

and are often denied other services such as credit. Additionally small farmers saving to even

out their income stream over the year need a safe repository for their savings which is

convenient. accessible and protects the value oftheir deposit from being eroded by in?ation.

Institutions used for saving

Micro ?nancial institutions and services are generally categorized into the informal sector.

formal sector and semi formal sector. The informal sector include saving at home. savings

clubs, RotatingiSavingsand Credit Associations (ROSCAs), Accumulating Savings and

Credit Associations (ASCAs) and others; the formal sector includes formal banks and

insurance companies while the semi-formal sector comprises the microfmance institutions

(Mutesasira et al., 1999; Johson and Rogaly, 1997).

The informal financial sector is the largest and widespread in almost all African countries and

is known by different names (Steel and Aryeetey, 1994). The sector includes user-owned or

pro?t-orienteddeposit takers and lenders providing the services for profit. Savings are made

either at home, savings clubs, ROSCAs, ASCAs, deposit collectors. money guards and others

Rutherford cited in (Harper, 2003). Because the services in the informal financial sector are

readily accessible with low transaction costs and relatively flexible in service provision they

tend to be used more by the majority who are not reached by the formal banking sector

(Musona and Coetzee, 2001). The poor however, pay a very high price in terms of high risk

and low or negative interest rates for such services Rutherford cited in (Harper, 2003).
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Musona and Coetzee (2001) further add that the savings may be exposed to theft, destroyed

by ?re and animals and may be lost due to dishonesty apart from temptation to spend and

demands from relatives and friends for assistance.

The formal ?nancial sector comprises institutions which are subject to banking laws of the

country. They provide conventional retail facilities and engage in a wide range of ?nancial

intermediation including savings ‘accounts; current accounts; deposit accounts and loan

accounts (Kirkpatrickand lvlaimbo. 2002). ln terms of outreach most of them are concentrated

in urban areas with no or poor branch network in the rural areas and therefore are not well

placed for mobilization of savings. They also demand high opening and minimum account

balances to the disadvantage ofthe poor who may not be able to set aside such high amounts.

In Zambia for instance the study by Musona and Coetzee (2001) found that the opening

balance ranged between K5().000 to K500,000 while minimum account ranged from K30,000

to K500,000. This became a barrier to most poor peoplewho were unable to raise and set

aside such amounts.

Mutesasira et al., (1999) also found in Tanzania that before restructuring, with government

policy there was wide outreach of the bank and postal bank branches providingsuch services

as mobile banking and daily deposit collections. However, with restructuring such services

were withdrawn and they were only operating in small towns. They also revised upwards the

opening and minimum balances and this put off the small savers. This scenario. argue the

researchers. is a re?ection ofthe bankers and economists views that it is not profitableto deal

with small savers and that savings are held primarilyto earn income. Such views do not take

into account that the poor want savings into lumpsums maintained in a reliable and accessible

environment to meet their needs. Apart from high opening and minimum balances and distant

location of bank branches, the poor do not use the formal banks because of inconvenient

opening hours, complicated transaction forms and transaction costs relating to travel and

waiting. lt is further argued that even where formal ?nancial institutions have managed to

reach the rural areas to mobilize savings, such savings are not utilized by the rural poor. The

institutions instead channel these savings to urban areas where they have more attractive

clients associated with export-orientedinvestment to the disadvantage of rural communities.

The semi-formal financial sector comprises institutions that are formally organizedbut do not

have full legal ability to accept and intermediate deposits. They include NGOs or banks with

special charter, village savings and loans being organizedby some NGOs, village banks. self
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help groups or member savings being undertaken by micro credit NGOs (Kirkpatrickand

Maimbo. 2002). They are able to provide improved ?nancial services to sectors of the

populationcomprising small savers and borrowers, which would otherwise have limited or no

access to these services (Cuevas, 1988). Before they came on the scene in the 1980s

governments with donor assistance they were involved in providing services especially

subsidized rural credit to improve access to credit for the poor who could not afford it in

formal institutions. These were however. characterized with politicization,high default rates

and inability to reach the poor rural households among others and were abandoned (World

Bank, 2001). Semi formal ?nancial institutions assumed greater prominencein the 1980s with

new lending approachesto providemicro credit to poor individuals and groups without assets

to pledge at the formal banks. According to Kirkpatrick and Maimbo (2002), the MF1s

recognized that despite lack of collateral the poor were capable of repaying loans with

appropriateincentives. MF1s have been criticized for advancing pre-determinedloans, rigid

group sizes; and pre-agreedaccess and repayment dates. It is argued that such an approach

obstructs the development of services and products that people want like the ?exible savings

and deposit facilities, loans for education and health and this eventually leads to high drop

outs and exclusion of the poorest among the poor (Wright cited by Kirkpatrick and Maimbo.

20021295)

Semi formal financial institutions commonly use forced and voluntary savings mechanisms to

mobilize savings. In cases where compulsory or forced savings are required they are either a

condition for membership or access to a loan. 1n voluntary saving on the other hand, members

are allowed to make deposits whenever they wish (Johnson and Rogaly. 1997). According to

Robinson in (Fiebig et al. 1999215) compulsory and voluntary savings re?ect two different

philosophies.Compulsory savings schemes perceivesavings as an integral part of credit and

that the poor must be taught to save and learn financial discipline. In this theory for one to

qualify for credit they need to have a convincing savings record made of small regular

payments that contribute to repayment performance. Johnson and Rogaly (1997) have

criticized compulsory savings schemes arguing that they do not favour the poor. The poor

may not participate because they are reluctant to take up debt or because existing members

will avoid them because they are not sure whether they may repay the loan. This approachhas

also been criticized for presentingdifficulties to savers when they want to withdraw their

savings. Either one has to quit the MF1 altogether to access their savings or withdrawals

reduces the subsequent loan amounts one can take (Wright, 1999; Dowla and Alamgir, 2003).
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Dependingon the purpose for saving. others would however prefer to have locked in savings.

Mutesasira et al. (1999) has shown from the research that some people especiallythose who

join the MFls with the objective of saving up for a major expenditurewelcome the idea of

locked savings to safeguard them from trivial expenditures.

The ?exible or voluntary savings schemes on the other hand assume that the savings are a

component of ?nancial intermediation and that savers already know why and how to save. 1t

has been argued that ?exible and voluntary savings facilities which allow people to build

savings independentlyof debt have high demand from the poor which is not met (Rutherford

cited in Johnson and Rogaly. 1997). Further, savings facilities for the poor which involve

small but regular deposits create a sense of obligation and positive attitude in these people to

save. Observations have been made in light of this that a focus on savings mobilization should

lead MF1s to develop a variety of demand driven savings products which give options to

clients to set funds aside without necessarily reducing their ability to access loans when they

need to liquidate their savings (Wright, 1999; Fiebig et al, 1999).

3.2 Empirical Literature

Participation of the poor in saving

Against the notion that the rural poor cannot be involved in saving, Dowla and Alamgir

(2003) argue that household savings particularly in the rural areas comprise the largest

component of the total savings in Bangladesh.Three other studies by Maloney and Ahmed

(1988). Rahman (1998) and Rutheford (2002), confirm the observations. A survey by

Maloney and Ahmed of 300 households in rural Bangladesh found that the poor were saving

between 2-12 percent of their income and the moderately poor were saving between 12-14

percent of their income. Rahman (1998) in another survey found that the average saving rate

of 370 households in two rural villages in Bangladesh was 9 percent. Further. in his

examination of annual households’ financial transactions, Rutherford found that of all

transactions that were being made, saving at home was used by all the 42 households

observed. Households were making small to medium value lump sums to help them with

immediate use con?rming that households make small savings to close the gap between

consumption and uncertain income.
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Saving facilities used by the poor

The rural poor however, tend to use informal institutions rather than formal institutions for

saving which are not familiar to the communities. Mofunanya (1992) in a survey to ?nd out

farmers attitudes to formal and informal institutions in mobilization of rural savings in

Nigeria, found that despite heavy presence of bank of?ces in the rural areas the rural poor

were still not saving with them. The banks were regardedas institutions for the relatively well

off, the powerfuland the educated. He further found that instead non ?nancial institutions like

the rural self-help organizationsand credit and savings associations were able to encourage or

promote the habit of saving. The mere membership in these organizations made small farming

households to become accustomed to saving small amounts of money on a regular basis.

Using qualitative research methods, Moyo et al. (2002), Musona and Coetzee (2001) and

Mugwanga (1999) conducted studies in South Africa, Zambia and Kenya respectivelyto ?nd

out how poor people save and the impact of savings on households. They found that the low

income groups in the three countries have limited access to formal banks because the banks

are located far from the peoples‘neighbourhoodsand that the opening and minimum balances

are too high for the poor people.The studies also found a wide variety of informal saving

mechanisms. These ?ndings compare to Chipeta and Mkandawire (1991), who makes a

comparison of private sector savings made in the informal ?nancial sector to those madein

the formal and semi formal sector for the private sector and concludes that the informal

?nancial sector is larger than the formal and the semi formal sectors in Malawi. The three

studies further found that savings impact the poor in terms of wealth accumulation to ?nance

households’ long term goals (consumer durables and business assets). insurance against

(illness, death, sudden income losses and other contingencies),safeguardagainst uneven

income streams due to seasonal variations (savings of high income periods use to ?nance

consumption expendituresduring low income periods)and savings for future investments in

education for children and other human resource investments. The important recommendation

that the studies make is that for an MF1 seeking to diversify its saving products it should listen

to clients and examine the strength of informal saving products and adapt those aspects that

make the informal sector attractive.

Micro?nance institutions have mobilized considerable savings from the poor participating

members through their savings products.The ?rst product is the compulsory savings which

has however, been criticized for not being accessible to the savers and therefore not

responsive to precautionarysavings motives (Dowla and Alamgir, 2003). Chirwa (1998) also
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observes that in most successful rural ?nancial intermediaries, savings have remained an

integral part of the credit facilities. ln his study of FINCA, Chirwa (1998) found that savings

of village banks with commercial bank had grown from MKl.3 million in 1995 to MK4.5

million in 1996. The introduction of ?exible savings products further increases the potential

of MFls in mobilizing savings since more people can then save with them instead of banks

which are farther away from the people. This is further in line with the realities of the poor

people who have desire for ?exible accounts to meet their consumption and income needs.

Dowla and Alamgir (2003) found that MFls in Bangladesh (like Association for Social

Advancement (ASA) and the BURO-Tangail) that had removed restrictions on withdrawals

from members compulsory saving and provided?exible savings accounts experiencedlarger

depositamounts and did not experiencerapid withdrawals but members continued depositing

even with the opportunityto withdraw at will.

Savings and socio economic and demographic characteristics

Nana-Fabu (1992) in her study on savings mobilisation in Cameroon found that savings

attitudes of households are linked to many variables, including socio-demographic

characteristics. On education she found that arguments that commonly link illiteracy among

households to low or no savings are less reasonable in the Camerooniancontext because the

most successful indigenous businessmen were not highly educated. Besides. the majority of

the labour force in agriculture was only educated to primary level but the rural sector was

thriving with high savings capacity among the low education group of women (De Lancey

quoted by Nana-Fabu, 19921188). On size of household according to Snyder cited in Nana-

Fabu (19929).the probabilityof positivesaving for a sample of Sierra Leonean householdswas

not affected by household size with large and small households likely to have positive

savings.

Reddy et.al (2003) in their study on determinants of household savings behavior in an

emerging economy, examined the savings behaviour oftwo ethnic communities in Fiji. This

study focused on market and non market factors and using the descriptive statistics and

econometric analysis, the results showed that among the market factors, access to banking

services and income levels were key determinants of saving. They drew conclusions that

banks must try as much as possibleto ensure that their operations do not lead to exclusion as

having a bank account plays an important role in savings.
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Using the Melbourne Institute Household Saving Survey and the Westpac-Melbournelnstitute

Survey of Consumer Sentiment, Loundes (1999). considered the motives for Australian

household saving and the form in which household savings are held. Using descriptive

analysis the research found that a range of motivations for saving are in effect at any one time

for a household ranging from life-cycle. to precautionaryand leisure motives. On income, the

study found that low income households were either running into debt, drawing on their

savings or were just managing to make ends meet as opposed to the high income households

which were able to save a lot. The most important motive for the low income groups was

precautionary;most households indicated that they were saving to cover for unexpected

events like illness or unemployment. The study also found that couples which were smaller

without children had higher saving rates than those with children and lowest for the lone

parents. Those without children were saving for holiday, those with children were mostly

saving for education and this was increasingly becoming important with the number of

children in the household.
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CHAPTER FOUR

4.0 Research Methodology

4.1 Research Design

The study adopted a combination of participatory and non-participatoryapproaches to

investigate the role micro credit schemes play in promotingsavings ofthe participants.Use of

the two approaches was for complementary purposes. The study adopted a case study

approach where two micro credit schemes were selected on the basis of the different

approachesthe two schemes have in provisionof credit to the participants.This will provide

clear evidence as to the effect of the different approacheson their savings mobilization efforts.

4.2 Target population and research sites

The target population comprised participantsof the Youth scheme and CARE scheme in

Lilongwe district. These schemes were selected because they use different approaches in

providingthe loans to the participants.The Youth scheme uses funds from an external grant to

extend loans to young people. ln contrast CARE scheme does not provide funds but only

seeks to motivate the participantsinto cooperativesaving by mobilizing their own resources

internally and then extending loans to members. Due to differences in the design. it was

believed that contrast between these schemes will illuminate the design of micro credit

programs with emphasis on savings to solve the problem of lack of investment capital among

the poor people.

The total sample size for the study was 200 individuals. Using purposive sampling, l6l

respondentswere selected from the micro credit schemes (78 out of 255 bene?ciaries were

from the Youth scheme while 83 were from the CARE scheme out of L547 participants).This

sample represented 3] percent and 5 percent respectively for the Commonwealth and the

CARE schemes respectively. The remaining 39 were non participants sampled from the

catchment areas of the micro credit schemes who served as a control group. ln the Youth

scheme all the 17 groups ended up being selected for interviews. This was so because most

participants were not available for interviews for various reasons. ln the CARE scheme l6

clubs belonging to three cluster groups were randomly sampled out of 74 groups. All

participantswho were available were selected for interviews from both schemes. A total of
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four focus group discussions two in each scheme were organised with the aim of

complementingthe structured questionnaireby obtaining more detailed information for the

open ended questions. ln the Commonwealth Youth Credit Scheme they comprised of males

only while the in the CARE International micro credit scheme they comprisedall females.

These group interviews were conducted in different clubs from those that were visited using

questionnaireinterviews with the aim of broadening the scope of the survey. A total of 7 key

informants were interviewed in this research. These included an official at the Malawi

Microfinance Network, 2 district officers for MRFC, l district and l head office officials in

the department of youth, l field officer and lofficial at the CARE head office.

4.3 Data collection instruments

This study used three instruments to collect data. Firstly, a survey questionnaire(Annex 2)

was used to collect mostly quantitative information from individual respondentswithin the

two schemes and the control group. Secondly, there was the focus group discussions (FGD)

checklist (Annex 4) which guided the group discussions. The last was a checklist which

guided the semi structured interviews with the key informants (Annex 3). The questions in

this tool mainly focused on policy issues with regard to the schemes’ implementationand

challenges and constraints in savings mobilization and their suggestions for improvement.

Before actual survey implementation,the questionnairewas pre-testedin the field and was

adjusted accordingly.

4.4 Data processing and analysis techniques

4.4.1 Quantitative data

Upon completion of the data collection exercise from the two micro credit schemes, the

participants’questionnaireswere thoroughly checked to ensure completeness. accuracy and

uniformity to achieve validity of collected data. This step was complementary to training

before the onset of ?eldwork and regular checks of the completedquestionnairesduring the

entire data collection exercise. The questionnaireswere then coded (especially open ended

questions) in preparation for data entry. Data was entered and analysed using a computer

software —Statistical Package for Social Scientists (SPSS) for windows.

The analyses conducted on the data included descriptive statistics, cross tabulations,

regression comparisons and frequency calculations. Variables like age, gender, education,

household size, occupation,marital status, income of the household and participationin micro
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credit schemes were explored using a regression model to establish whether such socio-

economic characteristics have any relationship with participants’ savings. This analysis was

also useful to find out whether participation in micro credit schemes would affect the level of

savings one makes. To achieve this, the following model was used:-

Si _

0:0 + 0z,Age+ a2Hhsize+ a,1nc0me+a4DGen+ a5DOccp/+ a6DMark+ a,DEduZ

+ a8DPart + .9,...............................................................................................
..(l)

An additional variable (scheme type) was introduced to the model for scheme participantsto

establish if there are any institutional and organizationalarrangements responsible for the

participants’savings behaviour in the two study schemes. The savings function that was used

is specifiedbelow:-

Si Z

010+ 0qAge+ a,Hhsize + 0z31nc0me+ a4DGen + a5DOccpj + 0r6DMar;+ a,DEa'u:

+ 0c8DSch+ 17,................................................................................................
..(2)

Where

S = total savings in Malawi Kwacha

Age = age of respondentin years

Hhsize = size of household (number of members)

Income = total annual household income in Malawi Kwacha

Dgen = dummy for gender (1 = male and 0 = female)

DOccpA,= dummy variable for occupation where D=1 when occupied and D = 0 otherwise and

Occp, (l= farming, O = otherwise), Occp; (l = Business, 0 = otherwise) Occp; (l =

Ganyu, O = otherwise)

DMark = dummy for marital status where D =1 belongs to the marital status and D = 0 does

not belong to the marital status. Mar] (l = married, 0 = otherwise), Mar; (l =

widowed, 0 = otherwise), Mar; (1 = divorced/separated,0 = otherwise)

DEduZ = dummy for education level where D = l when attained the education level and D =

0 when not attained). Edu (l = primary, 0 = otherwise), Edu (l = secondary, 0 =

otherwise), Edu (l = tertiary, 0 = otherwise)

DPart = dummy for participationin micro credit scheme (l= participatingin scheme, O = not

participatingin scheme (control)

DSch = dummy for type of scheme where D = l when Youth scheme and D = 0 when

CARE scheme

8, and 27, = are error terms
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Expected Signs

Savings

Savings is a dependent variable. lt comprises ?nancial savings either deposited in the banks,

club or group or kept at home.

Age

Age refers to the number of years for a respondent. The Life Cycle model implies that over

the course of a life time, young individuals borrow to consume of future income, repay and

save through middle years and finally draw down their savings in old age. The middle aged

earn more and are thus expectedto save more than old people.The sign of the coefficient for

this variable will depend on the composition of the sample households surveyed. It is expected

that older households will save relatively less than middle aged ones.

Household Size

Household size is the total number of people that belong to a household. The household may

have children and the aged which need to be supported. Depending on household

composition. the consumption needs and magnitude will be different. The larger value ofthe

coefficient implies higher consumption level and therefore fewer savings. A negative

relationship exists between the size of household and the amount of savings made.

Income

lncome is the total amount of income that a household earns from agriculturalas well as other

non farm related income generating activities. Both Absolute lncome Hypothesis and

Permanent lncome Hypothesis state a positive relationship between income and savings.

Since increased income is expected to have a positive effect on savings. low income

households would be expectedto save less than high income households.

Gender

The dummy for gender is explainingwhether savings are in?uenced by gender of respondent.

The coefficient is expected to be positive if males save more than females and negative if

otherwise.
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Occupation

The dummy for occupation is explaining whether occupation in?uences the level of savings

from participants.Since occupation is closely linked to income, those engaged in high income

earning occupations are more likely to make more savings. A set of four variables were

considered (farming. business, ganyu and salaried employment). Three variables were

included in the model with salaried work as the reference category. It is expected that those

with high income earning occupations will have a positive in?uence on savings.

Marital Status

The dummy for marital status explains whether marital status in?uences the amount of

savings the individual makes. A set of four variables of this variable were considered

(married, widowed, divorced/separated and single). Three variables were included in the

model with single as the reference category.

Education

The dummy for level of education had a set of four variables (no education, primary

education. secondary education and tertiary education). Three variables were included with no

education as a reference category. Education level attained in?uences savings decisions and

enables individuals to make rational economic decisions. Education is positively related to

savings.

Participation

A dummy for participationwas used where l stands for respondent participatingin the micro

credit scheme 0 stands for the non participants.We therefore expect a positive relationship

between the participationdummy variable and the level of savings.

4.4.2 Qualitative data

Qualitative data generatedfrom the focus group discussions and key informant interviews was

analysed manually. Close attention was paid to responses obtained from the various

respondents on a particular area of investigation.Consistent themes emerging from the

discussions were then synthesized and interpreted. The responses were also used to

corroborate ?ndings emerging from the quantitativeresults.

29



CHAPTER FIVE

5.0 Research Results and Discussions

5.1 Demographic Characteristics of Respondents

Table 2 below presents demographic and socio-economic characteristics of respondents.The

evidence shows that forty-ninepercent of the respondentswere males while 51 percent were

females. In the schemes, 55 percent were females while 45 percent were males. There were

more females in the CARE scheme than the Youth scheme. About sixty six percent (65.5

percent) of all the respondents were married and 26.5 percent were single and the rest were

either widowed or separated.Forty two percent were heads of households and 35 percent were

spouses while 17.5 percent were children living with their parents. Of those who were

household heads 86 percent were males while 14 percent were females. The average

household size was 4, ranging from l to 9 people in the household. In Commonwealth Youth

Credit scheme the average size of the household was 4 while in CARE scheme there were on

average 5 members per household. Age range of all the respondents was between 20 years and

69 years with the average age 33 years. Age differences were apparent between the two

schemes with younger participantsin the Youth scheme on average 27 years compared to

those in the CARE scheme averaging 38 years.

The majority of participantshad attained some secondary school education (37 percent up to

form 4 and 30 percent up to form 2 in the Commonwealth Youth Credit Scheme). On the

contrary only 8 percent had some secondary school education in the CARE International

Micro Credit Scheme. The majorityin this scheme had not even reached up to standard eight.

About thirty nine percent (38.6 percent) had attained education between standard one to

standard four, the rest 27 percent had their highest education between standard five and

standard seven.
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Table 2: Household Characteristics

. .
Y1 Characteristic

outh CARE ‘All Comm]
Total

S chem 8 schem e Par ticipa nts

Sex
Male 69. 2 21.7 44.7 66.7 49

Female 30.8 78.3 55.3 33.3 51

62.8 88.0 75.8 23.1 65.5

Marital
wldowed 3.8 6.0 5.0 5.1 5.0

Single 30. 8 1.2 15.5 71.8 26.5

Married

1Status °/
_C ( 0

Divorced 2.6 2.4 2.5 2.0

Separated 2.4 1.2 1.0

$7 < erage Household size 3.9 2 4.82 4.37 4.51 4.41

35 < erage Age (Years) 26.99 37.84 32.6 23.82 30.96

None 3.8 18.1 11.2 9.0

Adult literacy 1.2 .6 .5

Std 1-4 5.1 38.6 21.7 18.0

Education Std 5-7 6.4 26.5 16.7 7.7 15.0

Std 8 12. 8 7.2 9.9 10.3 10.0

Form2 26. 9 4.8 15.5 17.9 16.0

Form4

/2§ \-/

37.2 3.6 20.5 59.0 27.0

Technical 7.7 3.7 5.1 4.0

None 5.1 2.4 3.7 30.8 9.0

Farming 32. 1 90.4 61.5 25.6 55.0

Business 43.6 7.2 24.8 15.4 23.0

1Ganyu 10.3 5.0 5.1 5.0

Occupation Salarigd
Work

5.1 3.1 15.4 5.0

I

Schooling
‘ 2.6 1.2 7.7 2.5

1Other 1.3 .6 0.5

Head 57. 7 31.3 44.1 33.3 42.0

Spouse 16 7 67.5 42.9 2.6 35.0

Relationship Son/Daughter -19 2 1.2 9.9 48.7 17.5

1 to head of 1Grandchi1d 1.3 .6 0.5

i

household No relation 1.3 .6 2.6 1.0

1 Other

relatives

3.8 1.9 12.8 4.0

5.1.1 Socio-Economic Information

Farming was the main occupationfor participants in the two schemes as reported by 55

percent of the respondentsand was ranked as the most important economic activity by 33

percent of the respondentswho depended on cash crops like tobacco, ground nuts and maize

as the most important source of income. Farming was the single most important occupation in

CARE scheme as reportedby 90 percent of the respondentsfrom the scheme with 52 percent

relying on it for income while only 32 percent reportedthat they regarded it as an important

occupation in the Youth scheme. Despite assuming a very important role for the majority of

respondents, own harvest last on average 8 months. This forces the people to resort to other
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'

m6?I15 like Small bU5l?@SS6Sand ganyu to meet their food requirements. The second important

occupationwas business (23percent) providing income to 40 percent of the respondents. This

was especiallyan important occupation in the Youth scheme for 44 percent of the participants

and 40 percent in this scheme depended on it for income. Because people use returns from

businesses to buy food during the lean period, it was reported that most of these businesses

close down during this time especially considering their small capital base. Other important

occupations included ganyu and salaried work both with 5 percent of the total respondents and

up to l9 percent regarded it as an important source ofincome for the household.

Total income was computed from the various earning sources like crop sales, livestock and

livestock product sales. small business, remittances, ganyu and salary for the household over a

twelve month period up to the survey period. The computation was similar to the one used for

the household income analysis in the IHSZ (GOM, 2005). Results show generally higher

average incomes in the Youth scheme than the CARE scheme. On average participantsin the

Youth scheme had MK83,218 which was more than twice the average income at MK33,884

in the CARE scheme.

5.1.2 Ownership of Micro Enterprises
\

Table 2 presents the type of business enterprises that respondents owned. The ?ndings show

that the most common enterprise among participantswas in trading (84 percent from the

Youth scheme and 55 percent from CARE scheme) which was also indicated as the most

important enterprise for them. Trading included such items as agriculturalproduce. second

hand clothes, ?sh, charcoal, hawkers and small groceries.After trade enterprise. production

enterprises largely comprising baking mandasi and brewing of kachasu were also ranked

important in CARE scheme. Similar ?ndings were reportedin the lHS1 where the dominant

non farm business for the non poor in the rural areas was trading while manufacturing was

regarded very important for the rural poor (GOM, 1998).

Table 3: Type of enterprises operated

Youth CARE
T

All

Business Type scheme scheme Particip
0/0 % %

Control
ants

L}!;¢>!\>~¢..O
>

-:>\o

<11
Production enterprise 11.7 4

.

23-2 lo-5

Service enterprise 14.8 3-9 22-2

l Trade enterprise 83.9 70-8 72-2

lLivestock/Agriculture 9.8 14-0 125 l
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However. 70 percent of the participants in the two schemes owned some sort of business

enterprise while only slightly above half(5l percent) in the control group were running some

business. These results suggest that the micro credit schemes encouraged business enterprises

among participants.The ?ndings further showed 30 percent of total scheme participants (22

percent from Youth scheme and 39 percent from CARE scheme) did not have any business.

This was a rather interesting ?nding especially for the Youth scheme considering that it was

introduced to help establish or support small businesses. Some respondents indicated that the

businesses had failed to perform because of their seasonal nature, non payment by customers

who get their items on credit, heavy responsibility on their families, and use of the same

money to repay the loan before making returns out of it.

Table 4 shows sources of initial start up capital for important enterprises. Savings either from

ganyu. agriculture or non agriculture played a very important role in establishing most

enterprises for both participantsand non participants. Up to 47 percent of the participants (66

percent from the Youth scheme and 24 percent from the CARE scheme) reported that the

savings clubs/ micro credit schemes had provided initial capital for their businesses followed

by own savings from agriculture. One third of respondents from CARE scheme and l3

percent from the Youth scheme indicated that initial start up capital for their business was

from savings from agriculture. Comparisons with non participants show that the most

important source of capital was ganyu (30 percent), savings from agriculture (25 percent) and

savings from neither ganyu nor agriculture(20 percent).

Table 4: Source ofinitial start up for most important enterprise

I Youth CARE Total Control

scheme scheme Particripants
Ource N 0/0 N 0/0 N | 0/0 N ‘ 0/0

Loan from family/friends 1 1.6 2 3'9 3 2'7 2 10
(I)

Given free from family/friends 6.5 l0 19.6 l4 17--4 2
;

10

Money lender (Katapila) 1-6 '
' 1 0'9

.

'

.

()wn Savings ( ganyu) 4.8 5 9.8 8 7.1 6 30

1 Own savings (agriculture) s

12-9
.

17 33-3 25 22'l 5 25

l Own savings (non-agric., non-ganyu) 1.6 4 7.3 5 4-4 4 Z0

lAgriculture input credit 3.2 -
- 2 1'8 -

kInherited business 1 1.6
_

l 2-0 2 l-8 l 5

Savingsclubs/microcreditscheme
_

41 66.1 12 23-5 53 46-9

--Jk

l\)--‘IUJ
T0¢a| 62 100. 51 100.0 113 100.0 100.0

| 0

Th¢5¢ ?ndings Shgw that Savings play a very big role in establishing businesses by the poor

households implying their very critical role in improvingeconomic activities of the rural poor
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households. ll W0l1ld therefore do the poor great bene?ts if the saving facilities are made

available so that they accumulate in a secure facility lumpsums which can then be invested in

their business ventures.

5.1.3 Micro Credit Schemes and Micro Loans

Micro credit schemes which were studied provided an opportunity for the credit constrained

participantsto access small loans. The ?ndings show that despite wide knowledge (73

percent)of existence of other micro credit schemes like'FlNCA, MRFC, PRIDE Malawi and

OIBM. there was limited participation in such schemes because they were not accessible.

Only about 10 percent (9.7) of all the participants had taken some loan from these

organizations.

Even considering those who had obtained the loans before joining the schemes, the findings

reveal a bias towards informal rather than the formal sources of loans. Out of the ?fteen

participants in micro credit schemes who indicated having accessed other types of loans

before they joined the micro credit scheme none got the loan from the commercial banks, only

2 had received such loans from MRFC. The rest got their small loans from moneylenders,

grocery or local merchants. relatives and neighbours. The findings are consistent with the

IHSZ (GO;\/1. 2005) which reported that of all the loans that were given out. only 2 percent

originated from the commercial banks. This is a further confirmation of the scarcity or

financial services for the poor despite the available demand for such services and is consistent

with what was also reported in the Malawi National Gemini MSE Baseline Study (2000) that

only 19.8 percent of rural households and l0.5 percent of urban households reportedacquiring

a loan from some source. both formal and informal.

ln light of the difficulties that the poor experience in accessing credit. micro credit schemes

provided an opportunityfor the majority of participantsto obtain loans. The results show that

nearly 84 percent of all participants(all in the Youth scheme and 7l percent ofthose in CARE

scheme) were able to take a loan. The average loan size that participantsgot from the credit

schemes was MK9.565. The amount was higher in the Youth scheme with an average oi

MKl5,l l7 than in CARE scheme with only MK2,l94. ln terms of loan use there was more

?exibility on loan use in the CARE scheme than in the Youth scheme where most loans were

meant for either business start up capital or to support existing businesses. some respondents

however, in small proportionsreportedthat they used loan money to purchase assets. pay for

school fees and for other household needs. ln CARE scheme on the other hand most
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participantsborrowed for other expenses like purchase of agricultural inputs, food and other

householdneeds like clothing and utensils. paying school fees, purchase of assets, paying for

medical fees. supporting other relatives and settlement of other loans owed to other people.

The two important reasons participants cited for obtaining loan con?rms the reasons that were

established in the IHSZ where respondents also cited loans most commonly being used as

business capitaland for purchase of agricultural inputs (GOM. 2005).

5.2 Participation in Micro Credit Schemes and Savings

Table 5 presents involvement of schemes‘ participants in saving. lt can be observed that apart

from providing loans to clients, the micro credit schemes provided an opportunity and

encouraged the poor to save. To establish the extent of saving, the study found out from the

schemes‘ participantswho were involved in saving before theyjoined the schemes, continued

savingafterjoining the schemes and those who started saving when theyjoined the scheme.

Table 5: Participation in saving

l
Youth scheme CARE scheme l Total Control l
Freq. %

X
Fre q. % ‘fl-1Bq. "/0 Freq. "/0 l

Saving Before
l Yes Z9 37 23 28.8 7777L11l\) 33.l

Il\lo
i

l 48 62.3 57 7l.3 C)Ur 66.9

Continued

7
Saving“

i (Current)

i
i Yes Z7 93 22 95.7 -l>\O 94.2 -

—

No 2 6. l 4.3 DJ 5.8

Y Started Saving
r vvith Scheme

i

.
(Current)

l

l
i Yes 41 85.4 57 100 I___\OO0 93.3 l7 -:>.‘>\l

lNo 7 l4 -
- i 7 6.7 2i 55.3

Notes: * Current savers \vho had started saving before joiningthe schemes. **Current savers who started saving

when thev joined the micro credit schemes. These two groups add to the total number of scheme

participanitsivvhowere making and had savings at the time of survey comparedto the non participants.

The results in table 5 show that nearly one out of every three participants were making

savings before they joined the schemes leaving the majority67 percent who were not making

any savings. There were more participants(38 percent) in the Youth scheme who were

making savings compared to only about 29 percent in the CARE scheme. Further analysis

reveals that of those saving in the Youth scheme 76 percent were males while 24 percent were

females ln the CARE scheme on the other hand 35 percent were males while the majority(65

percent) were females. Of those that were saving b<?f0F¢ l9l"l"g the schemes» 94 Percent

. . - ~

~ ' not savinr after

continued and were maintaining current savings while only 6 percent Wct? ts

joining the schemes. lt is further observed from table 5 that about 93 percent of the scheme
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participantswho were currently saving started to save afterjoining the schemes compared to

45 percent of the non participants who were saving at the same time. In addition the savings

rate was also computed for both the participants and the non participants and the results show

that participantshad a higher savings rate of 22. 5 percent compared to 14.3 percent of non

participants.This therefore is an indication that participating in the micro credit schemes

providedan opportunity and in?uenced participants to start and make more savings.

The average current savings for the participants was MK7,736 lower than the control whose

average savings were MKl3.344. There were however, higher average savings in the Youth

scheme (MKI L352) than in the CARE scheme with average savings of MK4,737. Some

participantshad indicated though that they had lower savings at the survey time because they

had withdrawn savings for their daily ?nancial management while others had invested in

some businesses or assets. A male participant from Mgona-Chatata Youth Organisation

(MCOBAYO) indicated that he had reduced the savings because he was involved in

construction of a dwelling house. while others had bought plots for future development.

Another respondent from Thawale Youth club reportedthat he used the money to purchase

maize grain locally for resale to ADMARC. Meanwhile he had over 80 bags of 50

kilogrammes each stored for resell. -

5.2.1 Methods of Saving

The study also explored the saving methods which the scheme participantswere using before

and after they joined the micro credit schemes. The results indicate that before joining the

scheme. 52 percent and 45 per cent of the participantsfrom the Youth scheme were saving

with the commercial banks and in their homes respectively.ln the CARE scheme however.

more (87 percent) were saving at home. After joining the scheme there was an increase in use

of the banks for saving. The increase is however, more pronouncedin the Youth scheme than

in the CARE scheme where everybody started saving with the savings groups. It should

however, be noted that a significant percentage was still saving at home despite the

introduction of the schemes. The following Table 6, shows the saving methods which are

commonlyused by participants.
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Table 6: Utilisation of different saving methods

i . . .

Before lmmng After 'oining

i
‘

Youth CARE Youth CARE Control

LMethodof saving
_

scheme scheme Total scheme scheme Total Group

;Ba"k 53 9 i654
.

63i 14 i71.4 47

i Friend or Relative DJ 0 .°‘LA -t> 0 9"U)

U1
sooso:Savingsgroup/club 7 i 9 i 21 7 i 100 i 72.7

‘Home 27i692
* Percentages do not add up to l00 because of multiple responses

Althoughmicro credit schemes helped to facilitate saving at the bank for some participants,

the generalpicture from the results in the foregoing table is that banks are less accessible to

the majority of the participantsand the rest of the people who make small deposits. Across the

different groups, although respondents kept their savings with either the banks or the savings

clubs. some still kept their savings at home. Similar results were reported by Pelrine and

Kabatalya (2005) who in their study of Savings Habits, Needs and Priorities in Rural Uganda

found that clients of financial institutions also saved a lot in their homes apart from saving in

property and livestock. Focus Group Discussions and further discussions with some individuals

during interviews revealed that participantskeep very small amounts with the savings clubs

but maintain much bigger amounts in their homes. One lady for example in Mitundu area was

keepingMK3.000 with the savings club under CARE scheme but as much as MK95.000 was

kept in her home. Mofunanya (1992) also found in his study that the majority of the farmers

preferred to keep a bigger proportion of their savings at home and made only small

contributions to the saving clubs. This is an indication of the fact that the different saving

methods do not meet the needs of the savers.

5.2.2 Reasons for saving

The study found that respondentswere saving for different purposes. ln the CARE scheme

most of them (47 percent)were saving to accumulate large lump sums which they could use

to purchase agricultural inputs. In the Youth scheme on the other hand most of them (30

percent) were saving to support their enterprises.These two most important reasons for saving

were a re?ection of the main emphasis of the two schemes. The rest of the results are

presented in the table 7 below:-
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Table 7: Reasons for keepingsavings

Purpose

Youth scheme CARE scheme Total Control
N 0/0 N 9/0 N 0/0 N o/0

:Sum)ortexisting enterprise 21 30 9 11 30 20 U) 17

Start an enterprise l 1 16 5 6 16 11 L») 17

Buy food/household needs 12 17 13 16 25 17 b.) 17

Payschool fees 8 12 2 3 10 7 IQ 11

_

Purchase assets 16 23 12 15 23 19 l\) 11

Purchase livestock - 1 1 1 1

Purchase agriculturalinputs - 37 47 37 25 -

Take care of eventualities 1 1 - 1 1 11

Developfarm - - _ 6

Security - - 1 1

Total 69 100 79 100 148 l(l0 a-1
®l\J>

—-l\>
r-1GG

These ?ndings are in agreement with observations by Rutherford cited in Wright (1999, p.3)

that the poor experiencemany occasions in their lives when they need larger sums of money

than what may be currently available to them. This includes opportunities that require large

sums of money such as starting or running businesses, acquiring productive assets like land

and housing or buying consumer durables. The research ?ndings by Maloney and Ahmed

(1988)as reported by Dowla and Alamgir (2003). also revealed a variety of reasons for saving

ranging from buying land. providing family security against unforeseen contingencies

including education and purchase of agriculturalinputs. The variety of reasons for saving

above means that one can not come with a clear picture of the motives for saving across the

two schemes and within the schemes and for an individual over a period of time. These

motives may be in effect at the same time when for instance the individual is saving for

education, home improvement (the life cycle needs) as well as emergencies or unexpected

shocks (precautionary motive) and starting or running a business acquiring productive assets

includingland and buying durables (ful?lling opportunityneeds). Because of the variety of

reasons Pelrine and Kabatalya (2005) suggests that rural ?nancial institutions should carefully

examine people’s priorities when designing savings products and planning savings

mobilization strategies.

5.3 Participants’ socio-economic characteristics and savings

To ?nd out if there is any relationship between participants’socio economic characteristics

and level of savings, the current savings that participantshad made were cross-tabulated with

the various socio-economic characteristics. Tables 8 and 9 present reSulIS Of W055 Tabulations

and chi- square tests respectivelyto establish associations and strength of such associations

between each factor and savings.
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Table 8: Cross tabulations of Savingsand Socio economic characteristics

F Annual Income
Total

Particip1<MK1000 20.5 19.4

'

_

<=MK30000 MK30000-60000 MK60000-100000 =>MK100000
Scheme) Savings

31 3 4 2 18.8

WL41<1000-500054.8 61.1 25.0 25.0 48.3

1MK5000-10000 12.3 11.1 6.3 16.7 12.1

1>M1<10000 12.3 8.3 37.5 54.2 20.8

11\0n

1Particip
1015
1

11005060-5000
<MK100_07______1

30.0 20.0 50.0 38.9

1MKSOOO-10000 25.0 100.0 20.0 16.7

1>M1<l0OO0 25.0 60.0 50.0 44.4

HighestEducation attained

1
Panicip

1

..__
_.__é§

G?

1
1 None Primary Secondary Tertiary Total

1<1\/1K1000 36.8 15.3 18.9 18.7

1MK1000-5000 52.6 61.1 34.0 16.7 48.7

1MK5000-10000 5.3 11.1 17.0 12.0

1>MK10000 5.3 12.5 30.2 83.3 20.7

4742
g

'_$
'

m

S

Q.P

1<1\/1141000

1MK1000-5000 50.0 33.3 100.0 38.9

1MK5000-10000 20.0 16.7

>MK10000 50.0 46.7 44.4

Marital Status

Panicip
31115

1
1

Married
,

Widowed Divorced Single

<MK1000 20.2 1 12.5 33.3 9.1 18.7

MK1000-5000 1 47.4 75.0 30.0 45.5 48.7

MK5000-10000 12.3 18.2 12.0

>MK10000 20.2 12.5 16.7 27.3 20.7

.\'0n

Panicip
31115

<MK1000

MK1000-5000 40.0
41.7 38.9

MK5000-10000 20.0
16.7 16.7

>MK10000 1
1

40.0 100.0 41.7 44.4

Age

1’anicip
ams

<25 25-29 30-39 40-49 > 50

1 <MK1000 7.7 23.4 17.5 20.0
1

20.0 18.2

MK1000-5000
1
I 38.5 44.7 42.5 60.0

‘

1 80.0 48.6

1MK5000-10000 23.1 12.8 7.5 15.0
1

12.2

1 >MK10000 30.8 19.1 32.5 5.0 12.2

. .\'0n
‘

Panicip
jms

_

MK1000-5000 33.3 50.0 33.3 38.9

1 MKSOOO-10000 11.1 16.7 33.3 16.7

1>MK1000O 55.6 33.3 33.3 44.4

Household size

Panicip
an

1
Small 1-3 Medium 4-6 Big>6

1<Mi<1000 24.5 15.2 16.7 18.7

35.8 54.4 61.1 48.7

B 1MK1000-5000

MK5000-10000 18.9 8.9 5.6 12.0

_

>MK1000() 20.8 21.5 16.7 20.7

111011I MK1000-5000

1P@"i¢iP1MK5000-10000
ants

20.5 66.7 25.0 38.9

37.5
16.7

1>MK10000 37.5 33.3

39

75.0 44.4



1' 1
1,/-+1

Main Occu ation
None i___~ 2%d work

iParticip1 <1‘/1141000 33.3
_

Farmi Busine Ganyu Salarie Schoolin Other
ng ss

g
21 5 8 6 25 0 50 0 18.7

M TMK1000-5000 50.0 58.1 34.3 12.5 40___l__....0 100 48.7
1MK5000-10000 - 9.7 17.1 25.0 - 50.0 12.0
1>rv11<10000 16.7 10.8 40.0 37.5 60.0 20.7

Non 1MKl0O0-5000 - 60.0 50.0 5 9 0 25.0 _ 38.9
ParticipMK5000-10000 25.0

P

20.0 25.0 I I 16.7
1115 1>1v11<10000 75.0 20.0 25.0 - 1 75.0

- 44.4
Gender of respondent

Male Female

. .
§<1v11<1000 17.2 19.8 18.7

W1’ 1 MK1000-5000 31.3 61.6 48.7
1"“

.
1v11<5000-10000 18.8 7.0 12.0

I >MK1000O 32.8 11.6 20.7

01 1<MKl000

Particip1 MK1000-5000 50.0 16.7 38.9

ants 1MK5000-10000 25.0 16.7

1 >MKl0000 25.0 83.3 44.4

Note: Columns represent % saving different amounts within each category

Table 9: Summary of Chi-square tests on savings and soeio-economic characteristics

Indicator type

1

Scheme X’ or p-value

income
1Participants 31.630 \O

E

0.000

1Non Participants 8.041 O\ 0.235

Education Participants 31.710 \O 0.000
i

Non Participants 2.218
1

J> 0.696

._.
arital Status 1Participants

1

\-O6.473 0.692

| Non Participants -I>1.352 10.853

Age
21.544 12 0.043

1

Participants
Non Participants -l>-1.452 0.835

i Household size
Participants

_y__

O57.949 1 0.242

Non Participants 115.629 -£> 10.157

1Occupation
'

Participants
Non Participants

1
1

°°>_nO035-_6.§9_
.2 .

.2

7.752

0.010

0.458

1’

1

LGender 1

Participants
1

1
____1

L»)19.295 0.000
1

Non Participants l\)5.705 0.058

1
1

Savingsand Income

T0 facilitate the analysis on the relationship between the level of savings and income of

participants,total household income from the various earning sources over a twelve month

P?riod was CQmpu[Qd_Total current savings were then cross tabulated with this total

householdincome to ?nd out if there was any relationship between them. The results of the
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chisquare tests from table 9 above shows that there is a signi?cant association existing
betweensavings that one makes and the amount of income. lt is observed from the cross
tabulationsutnmary tables that an increasingproportion of participantswere makingmore

savingsas income increased.

Savingsand Education

Thecross tabulation chi-square test results for current savingsand education (Table 9) shows
existenceofa signi?cant association between the two. Results of the cross tabulation in table
8reveals that participants who had attained higher level of education were making more

savingsthan those with lower level of education.

Savingsand Marital Status

Theehi-squaretests of association presented in table 9 shows that there is no signi?cant
association between current savings and participants‘marital status, the cross tabulation

showedno particular relationship between the two.

Savingsand Age

Results in table 9 show that there is a signi?cant association between savings and age of

respondent.lt is observed in table 8 that more participants were making more savings as age

increased.These ?ndings are in agreement with the life cycle theory which implies low

savingsfor the young increasing into middle age before falling again in old age. The

respondentsin this study were on average in their middle age.

Savingsand Household size

T0?nd out ifthose with either bigger or smaller household sizes were making more or lower

savings,savingswere cross tabulated with size of household. The results from cross tabulation

table8 show no particular relationship. The chi-square tests of association from table 9 do not

5l10W&nyassociation between these variables. The PamclpamsT¢P°"ed that they ehher are

ableIO make more savings which cater for the Young Ones or the other way those with more

Peoplein the homes are unable to make savings as they 5m'8gl¢ to meet theh daily

Subsistencerequirements. These ?ndings are similar to what Nana-Fabu (1992) found in 3

hmpl?of Sierra Leonean households where savings were not affected by SiZ¢ Of households-
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savingsand Occupation

The other variable that was considered to ?nd out if it in?uences the level of savings that

individualsmake was occupation. The cross tabulation table 8 shows that more of those

participantswho were either in salaried employment or in business were making more savings

than those who were occupied in farming and ganyu. The chi-square test of aggggia?on 1-Qsults

shows a strong association between current savings and participant occupation.

Gender and Savings

The genderof respondent was found to be signi?cantlyassociated with the savings that

participantswere making. The cross tabulation summary in table 8 shows that more males

were makinghigher savings than women. The chi-square test of association obtained reveals

that there is a signi?cant association between the savings and the gender of respondents.

Perhapsthis is a re?ection of the income earning opportunitiesand control of resources tilted

in favour of men.

5.4 Effects of Participation and Socio-economic characteristics on savings-Regression

Results

To ?nd out if participants in micro credit schemes were making more savings comparedto

non participants,and whether different socio economic characteristics had an effect on

savings.further analysis was conducted using regressionanalysis was conducted. Table l0

below presents results of two savings regressions.The ?rst one comprisingall respondents

(participantsand non participants) the variable of interest is participationin scheme. The

second one was for participants only and the variables of interest were socio economic

characteristics and scheme type.
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is

(Constant)
..

.

Householdsize
1

income

Génidéri
8

Farming

Business

Ganyu

Married
1

w1<16w¢<1

Divorced separated

Primary education

Secondarfeducation

Tertiaryeducation

Participantinscheme

Ybiiiiisciieiiié
9 if

1

A11 Responuden

able 10: Effects of Participation and Socio-economic characteristic

Participants

s on Savi

-7454.363

(907.5235)
..

84.737

(139-423)
. .

-96.445

(599183)
8.474E-02***

(.016)
3457.062

(25.21.499)
H

-16265.489***

(4562263)... .

-7863.493*

(4607.008)
-13130.327**

(6326337).
-

318.655

(3787083)
149.388

(6008.021)
10607.894*

(5892.816)
-557.912

(3466994)
-8786.460*

(4534887)
7476.161

(5334.71v5_)_v
22402.181***

(6899215)H V

-1 1643 .2

106.280

650.597

£9.19.-5.22).
.103)***
£¢..Q.1.7.)...

.. .

3447.85 1

154.874

6362.244

(6262.898)
-2081 .649

.(.7.Z.Q.9;5.9.5..).....

2334.802

(355.3-906)
1967.831

(5883 .41 6)

1.6.€19.5..¢.$..3§.).....

14534.601**
(6144556)
2299.445

(3327.434)
-1326.498

(4637808)
31282.644***
(7013.438)

364.689

(3359.864)

R-squared
AdjustedR-Squared
Durbin-Watson

.1Y!5.9".¢¢P@.9<1¢9tY?“
.

SP-..99129319993.Y?“
..

F Statistic

Sig.

0.319

0.255

1.829

.8.‘1§4:35
.

9030.326

5-91.3.-
.

0.000

0.451

0.392

1.-.?§?.
. ...

...

7856.12

10687.122

7.734

0.000
j

7'

d rd gm i=;¥=Signi?¢anrat 997‘/6,*; = signi?cantat

Notes Figures in parenthesisrepresentStan a 6

95°/6 and * =signi?cant at 90%,

541 Effect of Participation
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themodelgivenby R-squared = 0.319 means that approximately32 percent of the variation in

thetotalamount of savings surveyed respondentsmake is explainedby the variation in the

explanatoryvariables considered. The F statistic (5.013) is statistically signi?cant implying

thatthe independentvariables are explainingthe variation in the total amount of savings

made.The results above based on a sample of 165 respondents show that participationin

schemes is positively related to total amount of savings and is one of the signi?cant

explanatoryvariables of savings. The ?ndings show that if one is a member of the micro

creditscheme. their savings will on average be higherby MK22,402 over the non members.

Thisis a demonstration that micro credit schemes have a positivein?uence on the savings

levelof participantsand might help improve the savings in the community.

5.4.2 Effect of Socio economic characteristics

ln the third column in table 10 above. we modeled the dependentvariable, amount of savings,

as a function of a number of explanatory variables including age, household size, income,

gender,occupation,marital status, education type and scheme to which the respondent

belongedto ?nd out the relationship between the participants‘socio economic characteristics

andamount of savings. The goodnessof ?t of the model givenby R-squared= 0.451 means

thatapproximately-15 percent of the variation in the total amount of savings participantsmake

isexplainedby the variation in the explanatoryvariables considered. The F statistic (7.734) is

statistically"signi?cant implyingthat the independentvariables are explainingthe variation in

the total amount of savings. The results above based on a sample of 161 participantsfrom the

I\\‘0 micro credit schemes show that income, marital status and education level of participants

which are also positively related to the total amount of savings are signi?cantexplanatory

variables of savings. Other variables on the other hand like age, household size. gender Of

respondent,occupation and type of micro credit scheme to which one belongs are not

signi?cantexplanatoryvariables of savings.

lncome has the expected positive coef?cient of 0.103 which is signi?cantwith a p-value of

<()_()()1_The estimated pogitivesign of the coef?cient impliesthat income has a positiveeffect

on total amount of savings an individual makes. The absolute value of the coefficient implies

that if income would increase by 1, lh?f? Will be 8 Corresponding111916355in Savingsbl’ (H03

Of ifone’s income increases by MKL000 the SavingsWm increase by MKl03' Tm signi?cant

indicating that unless income levels for

effectthat income has on savings may be 0bvi0\15,

similar to what Reddy et al.

householdsincrease they may not be able to save. This ?nding 15
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(2003)foundand observed in their study on determinants of household saving behaviour in an

emergingeconomy that the general low levels of income in developing countries are

iggp0nSlbl€for poor savings and investment and households tend to remain trapped in poverty

forever.Lunt and Livingstone (l99l) also found in their study on psychological,social and

economicdeterminants of saving that income was an signi?cant of both current and total

savings.These ?ndings further support income theories that peoplewho save mom rend to

havehigherincomes than those who do not save. From descriptive analysis respondentsfrom

bothschemes reported that current income is very important in determining the savings levels

l37per cent of all respondents from the two schemes). The respondentsfrom the CARE

schemeindicated that once they have a good harvest and get enough sales from their crops

theyare able to make more regularsavings in substantial amounts with their savings clubs just

asfiebiget al. (l999) emphasizingthe savings capacityof rural households observes that they

are induced to save during harvest periods when their income streams are higher than

consumptionlevels. Pelrine and Kabatalya (2005) also found that across all the regions in

ruralUganda.the highest savings are recorded during harvest season. This is an indication of

theprevalenceof agriculture as the most signi?cantand predominanteconomic activity in the

rural areas. Respondents from the Youth scheme especially those running enterprises

indicatedthat they make more consistent savings to their bank accounts when their enterprises

are thriving.Most of those who had stoppedmaking savings reportedthat it was because their

businesseshad collapsedand so they were not gettingany steady income.

marital status is statistically signi?cantwhile the other two are not.

We observe a positive and signi?cant coef?cient for divorced/separateddummy variableOnedummyvariable for

(l4534.60l).The estimated positive sign of the coef?cient impliesa positiverelationship of

this variable on the total savings while the absolute value impliesthat when someone is

b h' her by MKl4,535 over the single.

divorced or separated,their savings would on average e ig

Allparticipantswho were either divorced or separatedwere females and 67 percentwere ff0m

the CARE scheme. The divorced and separatedcould have been making more savings

t n expectationsof assistance from

because they have to fend for themselves withou a y

elsewhere.Additionally it could mean that such singlewomen assume more control over their

resources than their counterparts who are married and their spouses are alive.

Qn education one dummy variable is statisticallysigni?cant while the others are not. A

-

' 'able for

P?sitiveand signi?cant coef?cient was observedfor tertiary educaIl0l1 dumml’ Var‘

l' 5 a ositive relationshipbetween tertiary

education(31,283). Its estimated positivesign imp 16 P
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educationvariable and total amount of savings. The absolute value of the coef?cient implies

thatif someone is educated up to tertiary level their total savings would be higher by

Ml(3l.283above those with no education. While those who had primary education were

savingmore, and those With secondary education were saving less, their savings were not

5igniflC?nil}-’different from those without education. Similar ?ndings were obtained by Lunt

andLivingstone(1991) in their study where savers tended to have more education than the

non savers. These ?ndings seem to be in agreement with arguments that generallymore

educatedpeople are more aware of the wide range of services and facilities provided for

savingsand that lack of education may hinder the capacityto formulate and carry through

rationaleconomic decisions (Mofunanya.l992 and Nana-Fabu, 1992). Further, Carpenter and

Jensen(2002)argue that greater education beyond literacy and numeracy while important for

bankuse also impliesa better understanding of the availability and bene?ts of banks..

Thedummy variable for type of scheme of participantcould not be determined before hand.

Theregressionresults show a positive coef?cient for participantsin the Youth scheme.

Althoughthis is not signi?cant. it shows that participantsin the Youth scheme were making

more savingsby MK365 compared to the participantsin the CARE scheme.

\

further analysis3on the effect of participants‘socioeconomic characteristics on the level of

savingsin the two schemes revealed that income and tertiary education with positive

coef?cients were signi?cantlyrelated to the level of savings in the Youth scheme. Tn the

CAREscheme on the other hand income and business had positivecoef?cients which were

also signi?cant.These ?ndings con?rm the importance of higher education and business

enterprisesin contributing to total household income which is an importantdetermining factor

insavingsaccumulation.

5-5 Institutional and organisationalarrangements

Theanalysishas shown that participants in micro credit schemes were making more savings

shown that Youth scheme participantswere making

On average more savings than those in CARE scheme. The questiont0 b? Consld?ed wider

institutional and organizationalmechanisms that help to

reciated the role Playedby micro credit

thannon participants.It has further been

this section is to try to identify

sncourageparticipants to save. Respondentsapp

‘SeeAnnex 1: Regressionresults by type ofscheme.
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themesin promotingsa\/i"g5- Nimty percent of the respondents in the Youth scheme and 93

percentofthe respondentsin the CARE scheme reported that schemes had played a very big

wiginpromotingsavings. Some of the arrangements which micro credit schemes have put in

it

placeto encourage participants to save include:-

5,5,1Frequency of meetings and deposits
i
t

»

Oneaspectthat can be useful in analysing the saving behaviour of participants is the

frequencyof making deposits apart from the size and timing of withdrawals of such deposits

..,~_>q;au»-‘<_,.‘<ilohnsonand Rogaly, 1997). The results show that the respondentsin CARE scheme save

morefrequentlythan those in the Youth scheme. While 63 percent of those who were saving

beforeand had continued after joining the scheme and 50 percent of those who actually

startedsavingafter joining the scheme were depositingon a monthly basis, 95 percent and 98

percentof those who have continued saving and those who started saving after joining the

C

schemeindicated that they were saving on a weekly basis. There is a deliberate policywithin

I theCAREgroups that every member should bring forth an amount for saving at every weekly

fi meeting.The small and regular deposits create a sense of obligationand positiveattitude to

t saving.In his study. Mofunanya (1992) also found that mere membership in savings

1 ‘associationsmade the farming households to become accustomed to saving small mounts of

I
moneyon a regular basis. Those in the Youth scheme they were not compelledto make

4 monthlysavings,they only did so when they had the money to save. In the control group 44

percentwere making deposits on a monthly basis followed by 28 percent who indicated they

we as and when they have the cash with only about l7 percent saving on a weeklybasis. The

importantlesson from these results is that once there is a ?rm agreement between members on

1 theirsavingpattem. there is commitment from members to such agreementsthat begin to save

.__...-W.-.t..r,Es"

i

8

hateveramounts thereby forming a habit and enforcing the disciplineof saving. The other

rwhich was more important to the CARE scheme was the regularsaving arrangements

lh?lwereagreedby scheme members (12 percent of respondentsfrom the CARE scheme and

2
I

‘mil/Zpercentof respondents from the Youth scheme.

E 5-5-2Accessibilityto Savings Institution
t

2
1

a

TheSecond factor which explains saving behaviour is the savers’ access to the saving

institutionsand ease in withdrawing. Easy access was r?lat?d to PY°XimlW9‘ distance Ofthe
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Wialfacilityto the savers and its related formalities includingthe terms and conditions

hwemingthe ?nancial services (Table ll). Physicalproximityis importantsince it entails thg

Wmdcost of getting to the ?nancial facility. Other aspects of physicalproximityinclude

Wingand minimum balances, fees and other direct transaction costs and rules governing

withdrawals.According to Rutherford cited in Wright(1999), the poor consider proximity to

homeor workplaceand ease of withdrawal when need arises before deciding where to $ave_

Lhlikein the Youth scheme, savers in the CARE scheme indicated that they are encouraged

tithefact that the facilities are located within their community. This makes it easy for them

n usethis facility whenever they want to get the small loans which may substitute savings

providingsimilar liquidity bene?ts to the poor. Savers in the Youth scheme also reported

simplicityof transactions of savings accounts at the bank and how readily their accounts can

heaccessedas being responsible for either encouraging or discouraging them to save. Most

respondentsin the Youth scheme who had savings accounts were maintaining them at OIBM

n'hlCl1W?Sviewed to be more ?exible than other commercial banks. The low minimum

balance,less demanding formalities required for openingthe account and the electronic card

forwithdrawalsmake it more attractive for savers. The electronic card seems also to have

nadesmaller transactions often demanded by small savers relatively faster.

55.3 Interest rate

lheother factor which is considered by the small savers is interest that accrues to their

savings.Table ll below also reveals that while out of all the participants16 percent indicated

thatinterest rate on their savings motivate them, l9 percent and l3 percentfrom the Youth

schemeand CARE scheme respectivelyhad indicated so. Respondentsespecially in the

CAREscheme reported that they get encouragedwith the higher retums they obtain from

theirsavingsat the end of the year when they share their money. Pelrine and Kabatalya (2005)

foundhowever,that interest rates paid on savings was an insigni?cantimpedimentto savings.

Theyargue that althoughclients ?nd interest rates low, they nonetheless remain clients as this

isnot enoughof disincentive to cause them to exit. In terms therefore of productdesign this

shouldbe taken into consideration.
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Table 11: Factors encouraging saving behaviour

2'

.

Scheme

Factor

A“
~

Y°“th CARE

N % N % N %

lnerestrates 23 15.54
A

13 18.84 10 12.66

Eeandstructureoffamily19 12.84 11
i

15.94 8 1()_13

Currentincome
54 36.49 20 28.99. 34 43,04

n?ation 2 1.35 2,90

Easeofaccessto my savings 25 16.89 11.59 17 21.52

Proximityto savings facility 6 4.05 1.45 5 6,33

Formalitiesat the bank 7 4.73 8.70 hp1 1,27

Futureuse in case of uncertainties
p

12 8.11
p

11.59 4 5.06

jun 148 100.00 09 6100.00 79 100.006

OOQ\>
—'OOl\-J

5.5.4 Training in Savings Mobilisation

Figure1 below shows some of the mechanisms that micro credit schemes put in place to

encouragesavings form the participants. As can be observed participantsfrom both schemes

rankedtrainingthe highest among other factors. Apart from topicslike on how to start and nm

apro?tablebusiness. marketing and group management, participants are taught on the

bene?tsand how they can mobilize savings. This training was an eye opener for most (85

percentin the Youth scheme and all of those in the CARE scheme who were also saving for

the?rst time in their life time with the schemes.

Figure 1: Mechanisms that encourage saving

MECHANISMS THAT ENCOURAGE SAVING BY

PARTICIPANTS
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t5 Compulsorysaving arrangements

-Wheymechanismwhich is responsible for savings levels in the two schemes is the

mpulgofysavingarrangements. The results in Figure l above Show that this was more

Watin the Youth scheme as reported by 22 percent against l percent from the CARE

me, This may be one of the reasons why the participantsin the Youth scheme were

?lingmore savings than their counterparts in the CARE scheme. Respondentsexplained

grthecompulsorysaving arrangements forced most of them to have depositaccounts which

aideda chance to create a sum of their savingswhich could be available at the appropriate

mtwhenthey ?nish servicing their loan. This means that although compulsorysaving

rrngementshave been discredited for assuming that the poor do not have the disciplineand

unolsave, and viewed as part of the cost of credit by the poor themselves, they can provide

reiulsums for the clients which may be useful at some point. Since compulsorysaving is

wiewednegatively,the option as Wright (1999) observes would be to come up with well

xlesigrredcontractual saving agreement schemes. These schemes would provide effective

pportunityto lock away funds that would otherwise be transferred to relatives or friends or

redforhousehold consumption due to social, ethnic or religiousobligations(Fiebiget al.,

W9).This?nding is in agreement with Wright(1998)who observes that compulsorysavings

énemesbecome acceptableto the clients especiallywhen the amount to be saved is de?ned

rytlientsthemselves and also if the savings accounts are readily accessible. Apart from the

istiplineof saving Wright also observes that regularsaving arrangements enhance group

zohesion.

55.6Credit Provision

lienthe respondentswere asked about the source of their initial savings, apart from crop

its which 32 percent of the respondents reportedas the source of their initial savings»21

ltfttnt indicated that initial savings came from a micro credit enterprise. Scheme

llmparisonshowever, show that more people from the Youth scheme relied on the micro

reditsupportedenterprise for their initial savings (36 P?fcem)while only 9 Percentof the

in CARE scheme. This is in

mlpmtssourced initial savings from a micro credit enterprise

ltlttmentwith the use to which the loans obtained from micro credit schemes were put i.e.

eitherto support existing enterprise or start a new enterprise.Participants on the other hand

nt) and ganyu (25 Percmt)as

M 31°CARE scheme relied more on crop S8165(41 Per“

Woesof initial savings.However, even in the CARE scheme, business appearedto have a
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pgnificanteffect on savings (See annex 1). This could be one of the arrangements that may
n savingslevels in the two schemes.

_

havecontributedto differences betwee

55 Challenges in the promotion of savings

thepromotionof savings in the communities is not without challenges.About 48 percent of
participantsand 73 percent of non participantsrespectivelyreported that there are challenges
insavingsmobilization. Out of the participantswho answered in the af?nnative,64 percent of
respondentswere from the Youth scheme and 33 percent of respondentscame from the CARE
scheme.Table 12 below depicts the details of the responses from the two schemes and the
controlgroup on perceived challenges in promotion of savings.

Table 12: Challengesin Promotion of Savings

I Yotuth CARE Total
scheme scheme Partici ants ControlIChallenge Freq._I% Freq._I% Freq. I)% Fre

. %
IPoorsecurity

__

I 16 36.4 2 8.0 18 I26.l ll (LI40.7
IBankcharges I 9 I20.5 - I - 9 13.0 8 I29.6
ISavingsas collateral 5 I 11.4 - I - 5 I7.2 2 I7.4
IDelaysin loan repayments I l I 2.3 10 I40.0 11 I 15.9 -

IDefaultin loan repayment WI- I - 8 I32.0 8 I 11.6 -

I0thers I9.1 I5 I2o.0I1s _I26.1 6 22.2
.Total 44 |r00.0 25 |100.0 69 |100.0 100.0

-_-bl

l-I\I

As can be seen from the table. poor security of savings in homes was rated as the biggest

challengeas reported by 36 percent of respondentsfrom the Youth scheme and 41 percent

fromthe control. Discussions revealed that since it is dif?cult to access bank services due to

distanceto the banks, respondents were concemed that their savings in their homes were

prone to theft. Apart from theft they also reportedthat their savings can be easily used on

suchneeds which are not planned for, but also relatives may want assistance or loan from

themand it becomes easy to withdraw from their homes than if the money were kept in an

account. Moneykept in the bank would therefore be safer and when individuals prefer to save

theretheyare actually opting for illiquidaccounts which necessitates the poor in identifying

savingsmechanisms that prohibitthem from withdrawingto meet trivial needs or unnecessary

Sllending(Wright, 1999). Even when choosing the financial institution for savings security is

SeriouslyC()n5id¢]'@djust as Pelrine and Kabatalya(2005) found that security was the overall

ost importantaspect considered when choosing a savings insmuti°n- Respondents Suggested

thatpoor securityof savings in the homes could be overcome if the savings were kept tn a
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Wingsaccount or facility which would ensure that their money is safe. With regard to long
lista11C¢5to banking facilities. respondents Suggested that SUCi1facilities should be brought
Jose;to the communities to minimize on cost of travel both when depositingand when
irithdrawingtheir savings.

Relatedto security Qt‘savtngstrespondents in CARE scheme were more concemed with group
utmb“ d°"’>““l" ‘°t“‘Yl"g‘he 1”“ tmm the group §=1vings(40percent) and defaultingsuch
loans(32 percent). The feeling was that their savingswere not safe especiallyif some

borrowersdecided to default the loan on the group savings.It is probablyfor this reason that
eventhose like the lady respondent in Mitundu area under the CARE scheme referred to who
hadthe potentialto make substantial savingswith the groups only made small contributions

andoptedto keep much bigger amounts in their homes. Respondentssuggestedthat members

shouldbe continuallyencouraged to pay to group account once they borrow so that other

groupmembers can benefit from the funds. They also suggested that defaulters should be

removedfrom the group or advised to start reliable businesses from which they can repay the

loan.Theyfinallyrecommended that their committees should be empowered to make forcible

recoverieson those people who are defaultingwillfully.

Bankcharges or high fees on savings accounts chargedby ?nancial institutions was also

‘viewednegatively by participants in the Youth scheme and the control group (21 percent of

respondentsfrom the Youth scheme and 30 percent of the control group). Focus group

discussionsrevealed that respondents ?nd it more discouragingwhen they deposit money on

theirsavings account and find a balance lower than the deposit even when they did not

uithdravv.The small savers complainedthat the high chargeson their accounts deplete their

alreadysmall savings and suggestedthat such charges should be reviewed and reduced or

removedcompletelyon small savings accounts in order not to discouragepotential savers.

Respondentsfrom the Youth scheme (1lpercent)and the control group (7 percent) were also

nothappywith the arrangement where savings are tied to loans as collateral. This makes their

savingsdifficult to access and utilise when they are faced with other Ptessitlg"¢ed5- Although

thischallengewas not mentioned by the respondentsfrom CARE scheme, I116 Ot?ctat in

CAREexplained that tying of savings to credit eventuallyleads to deterioration of savings.

lherewere some groups which had been linked by the Organisationto OIBM 5° that they

wouldaccess credit. Their savings were used as collateral and were depletedwhile at the same

een satis?ed thattimemayWere not making any 5a\’t"g5-The group members Seem to haw b
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jg)‘hadthe loan they wanted and they no longerneeded to save. When theyf?alizgd this the
ywntinuedtheir relationshipwith OIBM and started savingagain as a group in the village
lheehanengesincluded poor records keepingby the groups, formalities at the bank and
n\‘i?1°Y¢5lme banks Oil" Q" Savingsaccounts. This acted as disincentives to savers wh o

tarealsocomplainingOfbank service chargeson a monthlyba5ig_

?nediscussionsWith Scheme officials on challengesrelated to savingsrevealed that security
hidaccessibilityare critical challengesin the Youth scheme and chronic food security, lack of

iusinessskills and challenges in programmingaffect savingby the participantsin CARE

theme.Key informant interviews with the of?cial from Youth scheme also revealed some

_tturity'concerns. Since the banking facilities are centralized at the district headquarters,
thenmembers from distances far from the district want to withdraw from their accounts, they
inc to go through the ?eld officer for MRFC who withdraws on their behalf. This process

its ledto loss of money before it is given to the owners throughrobbery.It was also reported
hat since the customers are scattered, very high transport costs are incurred to facilitate

inthdrawalsof savings in the Youth scheme. The other challengethat was reported was the

nighcost that is associated with production of passcardsfor each account despite the amount

ifsavingsbeing maintained in those accounts. The of?cial from the Youth scheme further

ndicatedthat MRFC is already working on improvementsin the system which will among

rtherthingshelp to ease withdrawal procedures and improvethe savingsmobilisation in the

?nalareas.

Theof?cial from CARE scheme indicated that chronic food insecurityreduces saving in the

hungermonths. During this period instead of saving the members commit their money to

nurchaseof food and others actually borrow to finance consumption.Another challenge which

has reportedin the CARE scheme is lack of business skills among participants for them to

ro?ts from which savings can be

roach. While

nakegoodbusiness decisions which can eam them higherp

nade.The other challenge in the CARE scheme relates to the programmingapp

lit Organization adopted the holistic approach to rural develoPme"t’ in terms of

implementation,the officials have their own biases in terms of which Programme °°mP°"e"t5

fie)‘placemore emphasis on. The of?cial felt village savingsand loans component should

haveits own dedicated staff that can pay much closer attention to issues of the savings

Promotionamong the poor.
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CHAPTER SIX

,_[| Conclusions and Recommendations

,1 Summary and Conclusions

he studywas undertaken to investigatethe role of micro credit schemes in promoting

hringsfrom the poor sections of the communityso that theycan become active participants
1rtheeconomy. There were three objectives that were set to be achieved or investigatedon.

he?rst one was to ?nd out the relationshipbetween the participantssocio-economic

:haracteristicsand level of savings.The second was to ?nd out if bene?ciaries had made

llCl€&S€dsavingsdue to their participationin the credit schemes. The third was to establish if

hereare institutional and organizational mechanisms which encourage participants to save.

Asurvey was conducted in Lilongwedistrict, with respondents from two micro credit

themes. Using both quantitative and qualitative approaches, the survey involved 200

hdividualsfrom the two schemes and a control group of non participants. lnforrnation was

collectedusing questionnaires administered to individuals, checklists and semi structured

htcrviewguides for focus group discussions and key informant interviews respectively.The

ualysisconducted included descriptive statistics, Chi-squaretests, frequencycalculations and

regressionanalysis.

Y:hasbeen shown from the regressionanalysisthat a signi?cantrelationshipexists between

nanicipationin schemes and the level of saving.Those who were participatingin the micro

sreditschemes were making signi?cantlyhigheramounts of savings than those who did not

aelongto micro credit schemes. The results also show that micro credit schemes had provided

anopponunityfor 54 percent of the participantsin the Youth scheme and 69 percent in CARE

scheme,that had never saved before to start saving. This means that the presence of micro

creditschemes can help to in?uence peopleto start making and might help improve the

savingsin the community.

income, marital status; education and
llhasbeen shown that there is a relationshipbetween

occupationand savings while gender, age and household size head were not signi?cantly

relatedto level of savings.

withrespect to income, the results show that those who were saving in b0Ih Schemes had

.

-

' '

t

higheraverage income compared to those who were not saving. Further those partrcipan s
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ifihigherincomes were making more savingsthan those who had lower incomes The

gnsionanalysts 5h0W¢d 11 Slgnl?eantpositiverelationshipbetween income and savings

Mgan increase in savings if someone’s income increases. It is importanttherefore that

{insshouldbe made to increase household income levels to stimulate signi?cantsavings It

observedthat those Who were makingmore savingsin both schemes were involved

yffannincome earning opportunitieslike salaried employmentfollowed by business and

W in that order. This means that althoughpeoplein low income groups dependenton

-Mingare able to save, they make much lower savings than the rest. Efforts therefore to

qiprnveon their farming away from subsistence or diversi?ed income eaming opportunities

tillhelpthem improve the household income and therefore increase their savings. Due to

n would be to encourage small scale enterprises
-ighlevelof unemploymentthe feasible optio

ement so that they can

ts nd rive them proper trainingon business manag
nnngparticipan.

a g

7llisuccessfulbusinesses. Another optionwould be to introduce income transfer programs in

fieinitialstages which may help to capitalizetheir small businesses and eventually leading to

~:lativelylarger savings.

hestudyhas also shown a significantrelationshipbetween marital status and savings.Those

whowere divorced or separated were making signi?cantlymore savings than the singles,

"tidowedand the married. The divorced and separatedwho were all females could have been

to fend for themselves without any expectationsof

inkingmore savings because they have

re able to make independenteconomic

assistancefrom elsewhere. Additionally. the women we

lecisionsunlike their counterparts in families. Programs therefore targetedat supportingthis

imageryof panicipants have a higher likelihood of succeedingbecause they provide an

opportunityfor this resource constrainedgroup to utilize the arising opportunitiesand can

nelpto hedgethem against the unexpectedconditions.

Withre ard to education, it has been shown that those with higherEducation make more

g

savingsthan those with lower education. While tertiary (post Se<>011daI')’$°h°°l) educatlo“ ‘S

-

' ortunities it has been

highlySigni?cant as it is associatedwith high income eaming opp

Observedthat th()5e with primaryeducation save more than those with secondary education

althoughthe diffefgncg was not signi?cant.It would appear that even at the lowest levelof

tdll?ationpeople are able to make savings but become limited with the inc-omeearning

°PP01tunitiesand unemploymentwith those that have achievedsecondaYY°d“°at‘°“'
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tr mid)’has also Show“ that mi?ro credit schemes have some institutional and

;;;rriizationalcharacteristics which encourage participantsto save. Between the two schemes

1¢rt\l’eT@high“ Savings bcihg made by those members in the Youth scheme. Althoughboth

themeshad Som¢ m¢¢h11hi$m5 Which may have in?uencedparticipantsto make more savings
hr non participants,there were some mechanisms which may have been responsible for

gtlerentsavings levels in the two schemes. Compulsorysavingarrangements and credit

Misionare Some Of the factors which may be responsiblefor more savingsin the Youth

themeparticipantsthan in CARE scheme.

DJ PolicyRecommendations

ftrringsare very important for economic agents and especiallythe rural poor who are credit

rrnstrainedaffecting their productive capacity.Findingsshow that those who belongedto

ricrocredit schemes were more likelyto make more savings than the non participants.This

rrcans that the most important factor to consider to encouragesavings is to make the savings

facilitiesavailable. lt would therefore be importantto deliberatelymake micro credit schemes

moreaccessible to the majority in the rural communities currently without access to savings

facilitiesto mobilize more rural savingsand improveon the locally available resources to

:rrpro\"etheir productive capacity. ln addition if savers in the micro credit schemes are linked

:1thefomral financial institutions they can contribute towards making resources available for

rherinvestors.

Sincesavingsare signi?cantly affected by income, with those havinghigher incomes making

more savings.efforts to increase savings from the communities should also have built in

:ritiativesto increase income levels in the targetedgroups. There Sh0u1d he ?ffofts to

encouragediversi?ed income eaming opportunitieslike off fann employmentand promotion

Itsmallbusinesses to improve household incomes. Credit led micro credit schemes should

lrerefore,instead of focusing on loan recovery, also make sure that loan supportedbusinesses

tttproperlvsupervised since they can become importantsources of savings for participants.
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ANNEXES

W 1; Results of a Savmgs regression by scheme
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mm2; Individual Participant Questionnaire

r
Generalinformation

iLr\’ameof District
_

ulraditionalAuthority

rgmmeof Village
_

MameofRespondcnt

r§_Nameof Enumerator

io,Dateof interview

B-Household Roster & Characteristics.

Provide details of each household member in the household (startingwith respondent)

Nameof

Household B3. Relation to B4. Marital B5. Highest level of B6. Main

‘QMember Bl Sex B2 Age Head of Household Status education completedOccupation

l

7

3

4
_

Qtl?

|.Sci: 1=Male. 2=Female

I,Relationto Head of household: l= Head. 2=Sp0use, 3=Son/daughter, 4=Grandchild, 5=Other relative, 6—No

riatioship,

ifvlarital Status: l=Married, 2= Widowed, 3=Divorced, 4=Separated,5=Single.

4.Education attained: l=None. 2=Adult literacy, 3=Std 1-4, 4= Std 5-7, 5=Std 8, 6=Form2, 7=Form4,

Hechnical college.9=Uni\'esity.
Main Occupation: 1=N one. 2=Farming, 3=Business, 4=Ganyu, 5=Salaried work, 6=Schooling, 7=Other

specify)...... ..

Soci0- Economic Information

B7.What are the two main sources of income for household?

1= Sales from staplecrop
= A?isan

’

15‘

= Sale of livestockand livestock products.

= Ganyu Wages\OOO\lO\2= Sales from cash crop

3= Sales from dimba crops
2

'

4= Remittances
= Salary from employment 1

5= Small business

ch income you receivedin the last 12 months from the following

B8.indicate in how many months and how mu

sources S Monthly Annual

Number Income income

Sources of lncome of m??ihs (MK) (MK)

3) Cropsales
i

bllivestockand livestock productSales 4*

C)_SmallBusiness
r

4) Artisan

C)Remittances
A

9 Fmnw

E)gsalary

ll



liofwhatmaterialis the main house made oi‘?

Materia

Roofof house

Walls oi house

Floor of house

is1=Grass thatch, 2=lr0n streets, 3 =Claytiles, 4 = Concrete, 5 = Plastic sheeting

6=0ther(speci?)

lii1”S.'l=Burnt bricks with plaster, 2=Burnt bricks without plaster,3=Sun dried bricks with plaster,

4=Sundried bricks without plaster, 5 =Mud and poles,6= Iron sheets, 7= Compactedearth

3= Grass, 9= Other (specify)
__i___

Fl00r:1=Cement.2=Earlh, 3=TiIes, 4=Other (specify)

B10.How much land do you as a person have?

Bll.Whatis your total household landholdingsize? (Uplandand any other land not under cultivation at

mm Acres
i

)-

. . .

A

Bl2.How much land is under cultivation?

Bl3.Whatare your two main cash crops‘? st

l=Tobacco 6=Maize 11=Sugarcane

2=Cotton 7=Beans l2=Tomato

3=Rice 8=Sweet potatoes l3=Green leafyvegetables

4=Groundnuts 9=Soy beans l4=N0n¢

5=Cassava l0=Banana

S

B14.What are your two main food crops grown. 1 t \
l=Maize 6=Beans

2=Rice 7=Green leafy vegetables
'

' "G d uts3=Cassava 8- roun n

4=Banana 9=None

5=Sweet potatoes

B15.For how long does food from your own harvest usually last?

B16.When your own food stocks run out how do you normally meet your food requirements.

l=Purchases (ADMARC/Local markets)

2=Receive from children, friends/relatives

3=Transfers from NGOs/Government

4=Ganyufor food,

5=Beggingfrom strangers
6= None

6=Other (specify)

B17.lf purchased,main source of cash for purchasing?

l=Salary
2=Ganyufor cash

3=Beggingfrom strangers
4=Credit from moneylenders
5=lncome transfers
6=Business
7=0ther (specify)

B13-Ownershipof property

III
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?

Doosthe household own the \'es=1N Number Value ifwanted to

followingproperty? ‘o=2 Number functioning sell (MK)

Lei“ l

Radio

or
§wi_nEmachine
??gli/Rigor
Ewan

rg p

‘

Video/TV
ieadlePump
others(Specify)........

i

il9.0vmershipof livestock

Doesthe household own the Yes=l,

followinglivestock? No=2 Number
_

Eattle
iheso
Goats

figs
Chicken

Bigeons
Ducks

tiuineaFowls

Others (Speci§v)...... ..
i i

C.Micro enterprise Ownership & performance

C1.Do you own any enterprise/ business? Yes ='l, N0 =2

fl. if yes. how many businesses do you have?
______

“'7
C3.What type and when did your business sta .

Typeof business iWhen started (Monthsago)

l=Production enterprise i
2=Serviee enterprise

3=Trade enterprise

4=Livestock/Agriculture V

i\5=Other (specify)

C4.which is the most important gntefprlseI0 YOU?

CS.What is the ownership structure of this enterprise/D0you have any Pamers?

1= Sole proprietor
Z=Familypartnership
3= Non-family partnership
4= C0-operativegroup
5= Other (Specify)

C6.What was the source of the initial start up <>?Piwifor this enterprise?

l= Loan from family/friends 6=Own saving?from “miag?c’non ganyu

2= Given free from family/friends 7:-Agriculture“lputcred“

3= Moneylender (Katapila)
gzmhemedbusiness

-5 vings clubs
4=Own savings from ganyu

9" 3

IV
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gownSavingsfrom agriculture l 1()=()1;}-MSources (Specify)

ymyoua member of any micro credit and savingsschemes? Yes=1,No=2(Goto G1)

gwliichmicro credit/savings schemes are you a member?

1=YouthCredit Scheme 6= MUSCCO/SACCO

2=Care lnternationalMicro credit Scheme 7=MRFC

3=FINCA
8=NGO Programme

4=PRIDEMalawi 9=Other (Specify)

5=Women World Bank
‘iii

3;,IfYes in C7 and respondent is a member of either 1 or 2 in C8,which of the businesses you hav

;1pp0l'l€(iby the micro credit scheme?

l

€1S

(10,Howmuch was the start up capital for the micro credit supportedbusiness?

r11_Whatwas the source of the initial start-up capitalfor this business?

l= Loan from family/friends 6=Own savingsfrom non agric,non ganyu

2=Givenfree from family/friends 7=Agricultureinputcredit

3=Moneylender (Katapila) 8=lnherited business

4=Ov\msavings from ganyu 9=Savingsclubs

5=0wnsavings from agriculture l0=Other sources (Specify)

£12Sinceyour business started how has the volume changed?

l=Largeincrease 5=Large decrease

2=Smallincrease 6=Don’t know

3=Nochange
4=Smalldecrease

C13.Enterpriseerfomiance ‘

Av.

\ No. monthly AV-

Months sales Av. costs Pro?ts

Hi sales

Averagesales

Lowsales

ebusiness?
G4. What is the most important thing that you do with pro?tsrealizedfrom th

— fo ntertainment
l=Use for household needs 6'U5@ T e

2=Re-invest in this business 7=School fees
.

3=Re-invest in another business 8=Use for medical/funeralBXP°"5e5

4=Supponother family relations 9=01l1@f50l1T¢@5(SP°°1fYl___._’i———

5=Put into savings

C15.How many people are working for your busin

l=0wners _,__

2=Paidworkers _,_

3=Unpaidworkers _,,,

4=Total Number of workers ,__,.

ess?

Cl5-What is the cgntribution of the micro credit supportedbusiness to total householdincome?

l=All or almost All of income

2=Morethan half of income

3=Lessthan Half of income

4=About Half of Income

5=Don’t know

V
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microcredit Schemes

M0;howlong have you been involved in the micro credit scheme?

' '>

Mowdid you come to know about the credit scheme.

l=Friends
3=Radio
3=Extensionworker

l=Creditscheme staff

5=0ther(Specify)

D3)Whatwere the criteria for entry into the credit scheme?

l=Collateral
2=Self-selectingsolidarity/businessgroup

3=lnitialsavingscontributions

4=Existingbusiness

5=0ther(Specify)___

[tl_[)oyou know if there are other micro credit/saving schemes in the area? Yes = 1 No = 2

D5.lfyesdo you also participatein any of them? Yes = l No = 2

D6.ll no in D5. why don’t you participatein those other schemes?

l=C0llateral
2=Didn’thave initial savings

3=Frequencyof repayments
4=Notinterested
5= Other (specify)

Microcreditscheme and microloans

m the micro credit sc eme

El.Have you ever taken a loan fro
h ? Yes = 1, N0 =2 ‘ E10

E2.l-low many times have you bene?ted loans from scheme? X--———— K
E3.What is/was your latest loan amount? iMK

A

E4.When did you obtain it?
V

l= l-3 months ago

2= 4»6 months ago

3=7-9 months ago

-l=10-12 months ago

5=Over 12 months ago

E5.What is the interest rate?

E6.What are the repaymentarrangements?
l= Weekly
2= Fortnightly
3= Monthly
4= Other (Specify)

E7. Do you like the repaymentarrangements?Yes=l, N0=2

53-What was the main purpose for the loan in q\1¢Sii°I\7

1: Supportthe existing enterprise
2’ Start the enterprise
3= Buyfood
4= Payschool fees

5= Purchase assets

6= Other (Specify)

Vl



59.15yourloan-assistedenterpriseyour main source of income? Yes = 1 NO = 2

Et|)_l-laveyou accessed other types of loans before? Yes = 1,NO = 2

H_1fyeswhere did you obtain them?

\'¢S=l» Value Interest Loan

5°""°° ‘moan N0=2 (MK) rate (%) schedule

Fanks
helative

?iighbour
?megy/Localmerchant

lioneylender(Katapila)

?2P_l'°°‘
RggiousInstitutions

WC
SACCO
E00
dther(Specify)........ ..

S

Codes for loan schedule

l= Weekly, 2: Fortnightly, 3= Monthly
4=Other (Specify)

E12,Do you like the repayment arrangements?Yes = 1 No = 2

Explainwhy

El3.Haveyou received training since you joinedthe credit scheme? Yes = l No = 2

E14.Did you receive training before obtaining the loan? Yes = l No = 2

I)
Days

El5.How long was the training.
. . . QE16.Who providedthis training.

l= The extension worker

2= Staff from the micro credit scheme

3= Fellow members .

4= Others (Specify)

E17.What aspects did the training include? (Multipleresponses)

l= Business management and operation
2= Group formation and management
3= Loan proceduresand credit management
4= Investment

5= Savingsmobilisation

6= Other (Specify)_________,_,____
_

E13.Has there been follow-up training? Yes = l N0 = 2

E19.lf yes, how many times have you attended? \
E20.D0 you think the training was important/useful? Yes = l No = 2

Explain

F-Microc d't h d
' savings

re | sc eme an micro-
.

_2 in F9

FLDid YOUhave any savings before you joinedthe credit scheme? Yes = 1 N0 "

Fl If yes where were you holding your savings?

l= Bank

VII
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2=Friends
3=Group/Club
4=Home

5=0thers(Specify)

7

r3_}{@wmuchwere the savings‘.

mgaveyou continuedsaving your money after joiningthe schemg? Yes = 1, N0 = 2

b_]fye5,in which oi these are you saving?(Multiple responses)

1=Bank
2=Friends
3=Group/Club
4=Home

5=Others(Specify)

E5.lfyeshow often do you save?

l= Weekly
2=Fortnightly
3=Monthly
4=Other(Specify)

F6.Whendid you last save your money?

l= Last week

2=Last fortnight
3=One month ago

4=Over a month ago

F7.Howmuch in total are your savings now?

F8.lfno to F4, why have you not been saving?

\

d h icro credit/savingscheme? Yes=1 No =2

F9.lfnoto Fl, Did you start saving when youjoinet e m

H0.If yes how often do you save?

l= Weekly
2=Fortnightly
3=Monthly
4‘ other (Specify)

Fll.When did you last save your money?
l= Last week

2= Last fortnight
3= One month ago
4= Over a month ago

F12.How much in total are your savings now? _§_:]
F11Were initial savings a preconditionfor entry

F14.How did you raise money for your initial saving

into credit schemes? Yes = 1 N0 = 2

s?

l= Micro enterprise 6= Public works programme
2= From crop sales 7= Others (Spedfy)
3= Livestock sales
4= Ganyu
5= Gi?s/Transfers

VIII
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15whatwouldyou want to use the savingsfor?

|=Supportthe existing enterprise 6= Other (Specify)

2=gmrtthe enterprise

3=Buyfood
_

4=Payschooltees

5=Purchaseassets

516,Whatfactors encourage or explain your saving behaviour?

l= lnterestrates
Q _

6: proximityto Savingsfacility

2=Sizeand structure of family 7= Fonnalities at banks

3=CurrentIncome
s= other (specify)

4=ln?ation
5=Ease of access to my savings

Fllllasthe micro credit scheme played a role in promotionof savings?

Yes= l No = 2

Explain

Fill.Are there any challenges related to saving? Yes = 1 No = 2

F19.What are these challenges?

W0.How can they be overcome?

F21.Ifthe credit scheme discontinued the loan facilitywould you continue saving.

llliv

? Yes=lNo =2

1

F22.Who decided that you join the micro credit scheme?

l= Own decision 6= Own & Spouse

2= My spouse
7= Other specify____,________

3= Group
4= Guardian/Parent

5= Micro credit scheme officials

F23.Who decided on the size of the loan/savings?

l= Own decision 6= OW11 & Spouse

2= My spouse
7= Other specify___,_________-

3= Group
4= Guardian/Parent

5= Micro credit scheme officials

F24.Who decides on how the loan or savings are utilised?

l= Own decision 6= Own & Spouse

2= My spouse
7= Other specify___,_______'-I

—

3= Group
4= Guardian/Parent

5= Micro credit scheme officials

F25-Who made the decision on the choice of the business location?

l= Own decision 6= Own & SP°u5°

2= My spouse
7= Other specify_____,..-———'

—

3= Group
4= Guardian/Parent

5= Micro credit scheme officials

IX



Y7

(For Non participants only)

G Micro credit Schemes

mpgyou know if there are micro credit/saving groups in your area? Yes = 1’No = 2

G1|fYes, how many groups do you know?

G3_whyare you not participatingin these saving groups?

l=Collateral
2=Didn’thave initial savings

3=Frequencyof repayments
4=Notinterested

5=Other (specify)

g4_1fyouwere invited to the saving groups, would you join?Yes = 1 No = 2

[1, Micro credit Schemes and micro loans

Hl.l-laveyou obtained any loans before? Yes = 1 No = 2

H2.How many times?

ll3.Whatis/was your latest loan amount?

H4.When did you obtain it?

l= l-3 months ago

2=4-6 months ago

3=7-9 months ago

4=10-l2 months ago

5=Over l2 months ago

ll5.What was the main purpose for the loan in question?

l= Supportthe existing enterprise 5= Purchase assets
Z=Start the entgrprige 6: Oih?r (SP¢c1f)')

3=Buyfood

4=Payschool fees

I. Micro credit Schemes and micro savings

ll.Do you have any savings? Yes = 1 No =

l2. If yes where are you holding your savings?

l= Bank

2= Friends

3= Group/Club
4= Others (Specify)

l3. Whendid you start saving?

I4.l-low much are the savings in total?

15-What are the reasons for saving?
l= Supportthe existing enterprise
2= Start the enterprise
3= Buy food
4= Pay school fees

5= Purchase assets

6= Other (specify) __"Z_’,_____

2 119
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,|{yeshow often do you save?

1=Weekly
2=Fortnightly
3=Monthly
4=Other(Specify)

ji_Whendid you last save your money?

1=Lastweek

2=LaStfortnight
3=Onemonthago

5=Overa month ago.

;3,Howdid you raise money for your initial savings?

' M'cr0 enterprise 6= Public works programme
i- i .

2=From crop sales 7= Others (Specify)

3=Livestocksales

4=Ganyu

5=Gills/Transfers
7 Yes = 1 No =

l9.lnyouropinion.are there any challenges related to saving

I10.Whatare these challenges?

l

Ill.How can they be overcome?

XI
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Annex3: Semi-structured Questionnaire for Key Infgrmants

A General lnformation

A1.Nameof District ........................................................... ..

,
\2.Traditi0nalAuthority........................................................::::::::::

.... H

,\3.Nameofvillage . . . . . . . . . . . . . . . . . . . _ . _ _ ,

' ' ' ' "

A4.Nameof Respondent . . . . . . . . . . . . . _ _ _ __

A5.Nameof Enumerator . . . . . . . . . . . . . . _ _ _ _ __

A6,Date of interview ........................................................................ ..

B.

l

The Micro-credit/Savings scheme

What are the objectives of the scheme?

in

2 What services does the scheme provide?

3 What are the rules and regulationsof the scheme?

C.

4

Identi?cation of participants
Who quali?es to participate in the scheme?

5 How are bene?ciaries identi?ed?

6 Is there a set criterion for bene?ciaries to participatein the programme?What is the criterion?
\

D.

7

The Savings and Credit functions of the scheme

Savings Services

i

Between provision of credit and provisionof deposits/savingsservices, which is the most important

component of the scheme? And why?

8 What savings products are being promotedby the scheme’?

9 What are the bene?ciaries’ responses to the different saving p

for speci?c products?Why?

s roducts? Is there an apparent preference

10
,

0

Does the scheme have ?exible savings pr0d\1¢l5Wm from compulsoryOnes‘

ll What are the reasons for introducing ?exible savings?

12
f f savingsdo scheme participantsmaintain?

Apart from ?nancial savings what other 0rm$ 0

13 How often do clients make ?nancial dep0SiT$?

14
_

_

_
. . ?

What conditions are attached to savings imd Cred" pmvmon

XII



T5 What facilities and incentives does the scheme have to encourage savings")

I6 How do you compare the level of savingsthat participantshave now to th l l f
'

maintainingbefore joining the scheme? Explain

e eve 0 Savings they were

Withdrawalof savings

l7 Are clients allowed to make withdrawals on their savings?

18 lf yes are there any requirements/conditionsattached? What are these conditions?

I9 How often are they allowed to make withdrawals?

?0 If they are not allowed to make withdrawals what are the reasons?

51 What is the minimum balance on the clients’ depositaccounts? MK

22 How do most people use their savings?

Constraints to mobilization of micro savings

23 Are there any costs to the scheme associatedwith collectingmicro-savings? What are these costs‘?

24 What challenges does the scheme face with regardto mobilization of micro savings?

\

25 Does the scheme have a legalprovisionfor mobilizationof savings? Howdoes this affect savings

mobilization by the scheme?

26 Are there any deliberate policiesand actions to mobilizesavings from participants?What are these

initiatives?

27 What should be done to ensure increasedand sustained savings from your target group?
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IF-**

me; 4; Focus Group Discussions (FGDS) Guide,

1 Poverty and Participation in Micro credit Schemes

Conceptualde?nition of poverty in the study areas

Characteristicsof the poor

Poverty or wellbeing groups

Participationof the each poverty or wellbeinggroup in micro credit schemes

2 Availability of micro credit schemes in the study areas

Are the schemes available? A

0 Names and how many are they?
What services do they provide?

3 identi?cation of Participants in Micro credit schemes

How does one become a member of the micro credit scheme? How are participantsidenti?ed? Any

set criteria‘?

Assessment of the criteria. If goodwhy?And If not goodwhy?

4 Operations of the micro credit schemes

What are the rules and regulationsgovemingthe operationsof the micro credit schemes

What are the requirementsfor participatingin the schemes?

Are there any conditions attached to micro credit schemes services (credit/saving).What are these

conditions?

5 Saving Culture

1

What is their understanding of saving?

What are the different forms of saving?/How do peoplesave?

Why do people save? And why don’t others save?

What factors encourage/explainsaving behaviour?

What savings products are available from micro credit schemes?

What has been the role of micro credit schemes on savingsmobilization?

What problemsdo you face with regardto saving?

What do you think should be done to improvehouseholdsavings and mobilize/encourage savings?
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