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Today we focus on general-purpose microfinance



We looked at 239 microfinance loans, worth a total
of $39,000, taken by borrowers whom we tracked
week-by-week for three years

We found that:

More than half of the money went into stocking
retail shops or buying assets of one sort or another

But:

Those loans were used by a small minority of
borrowers. Most borrowers used most of their
loans for other purposes: consumption, life-cycle
needs like education or homemaking, for health,
for emergencies, and for repaying other debt

The repayment performance of both types of borrower was similar
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‘Financial diaries’ from

Bangladesh, India and PORTFOLIOS
. OF THE POOR
South Africa show that %
poor peOpIe How the World's Poor
Livean$2a Day

> have active financial lives

** Intermediate a large part of their income
*» seek ways to save, borrow and insure
¢ focus first on day-to-day needs
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If you’re very poor...

» you spend most of your small income on
food and fuel

» when you need to buy something else you
may not have the cash at hand

In that situation, you can:
» go without or sell hard-to-replace assets ErEsSgs

or, much better: EWEES
» draw on past income or future income &=
..that’s what financial services are for §

Arguably, the very poor need financial services even
more intensely than the non-poor



SafeSave Bangladesh

By (www.safesave.org)

* savings and loans for general money-
P management (not just for microenterprise
&  Investment)

“* No groups, no joint liability, no
meetings: staff go door-to-door visiting
each client daily, 6 days a week

* save and withdraw what you like when you like

* repay loans when you like (but you must pay loan
Interest each month)

«* now has about 14,000 clients: men, women and children
(children under 16 may not take loans)




SafeSave clients

*» display a wide range of behaviours: some save but don’t
borrow, some borrow but don’t save; most do both

* Intermediate over any period, from a few days to many
years

* save or borrow for the widest range of uses: consumption,
life-cycle needs, emergencies....

“* many try to save or repay a fixed sum each day, others
pay as cash becomes available

s SafeSave Is profitable
(‘sustainable’) suggesting that

*» there is effective demand for
general-purpose microfinance
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But ‘general purpose microfinance’ is not
restricted to small experiments like SafeSave

Grameen Bank bounced back from a crisis brought on by
too much lending, with ‘Grameen II’

Grameen |l offers:

“* more flexible loans - to make
borrowing easier to use for
general purposes

¢ ‘passbook savings’ - for short
term money management

s commitment savings - to
save up bigger sums for longer-
term or larger-scale needs
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SafeSave’s latest pilot product

The problem: Many poor people would like to save but find
that spending needs push savings aside, no matter how well-
Intentioned they are

The solution: Offer poor people liquidity in the form of
Interest-free loans, providing that they save one-third of each
loan

The results after two years:
425 of the world’s poorest
people have borrowed and
paid back $100,000, and
saved and kept $23,000

(SafeSave is on track to fully
recover the low cost of this pilot)

For more details please visit
www.thepoorandtheirmoney.com




