VILLAGE SAVINGS & LOAN ASSOCIATION (VSLA)

Village Savings & Loan Association (VSLA) is a micro-finance model to reduce poverty by
financially and socially empowering poor and vulnerable people; a group of people save
together and take small loans from those savings. The activities of the group run in cycles of
one year, after which the accumulated savings and the loan profits are distributed back to
members.
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KEY CRITERIA IMPACT

* Maximum 30 people (70% women) who save together ¢ Increase in savings and in asset ownership
and take small loans from those savings e Access to formal financial services

* Member-managed with a five-person Management Com-  * Improved food and nutrition
mittee (democratically elected and changed every cycle) « Better health care and education

* Have a written constitution and clear rules * Investment in business for income-generating
* Members save through the purchase of between 1-5 activities

shares every meeting (weekly). * Women's economic empowerment
* The share-value is decided by the VSLA at the start of . Strengthened social bond

each cycle. * Resilience to shocks

* Members must attend all meetings and buy at least 1« Replicating effect to other communities
share each meeting

* The cash is kept in a box with three locks, and the keys “Helvetas Tanzania has supported the

are kept by three different members of the group creation of 227 VSLA since 2015
1

who are not part of the management commlttee with over 6800 members, and more
* Members can choose to have special funds such than 85% of members are women"
as a “social or emergency fund”, to use for small grants

when members are in special need
* Members have the right to borrow up to a maximum of 3
times the value of their shares
* A monthly service charge for loans is determined by the
members at the beginning of the cycle, in the form of a
percentage value which is recommended not to be more Currently piloting a mobile
than 10% product with the purpose
of digitalizing the saving
and lending groups to

New innovative
approach in place

* Loans are taken and repaid once every 4 weeks and
should be repaid within a maximum of 12 weeks during
. enhance transparency
the first cyc.le _ _ and financial security as
* All transactions are performed at meetings in front of all well as time efficiency.
the members

o A maximum of 30 people (70% women
min.) agree to create a VSLA, and elect
the committee

Total savings including
interest from loans are
counted. Each
member receives IS FORMED B‘

back the number =

of shares saved, GROUP CONSTITUTION e Share price, interest rate,
including IS SET UP special funds (e.g. social),
interest. AND AGREED rules are agreed

VSLA
PROCESS

9 Members gather to
contribute 1-5 shares
MEMBERS SAVE

. AT plus a small amount

Loans are repaid V BASIS for the social fund

with interest at the
d of h i MEMBERS REQUEST
end of each month. LOANS

0 Each member may borrow up to three loans per
cycle at a low interest rate agreed by the group.

* Management committee records individual savings and closing balance; money is kept in locked
box with three separate keys.
* Members may request money from the social fund for emergencies.



