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Ideas for action 

Creative credits 
The income of families can be critical 
for their health. It can help them to 
live in a house with good sanitation -
safe water and clean latrines - and to 
afford enough healthy food for all. 
Vulnerable groups of the population, 
and particularly the poor, need help to 
generate incomes. But this calls for a 
little imagination. 

In many parts of the world, 
different types of credit and savings 
programmes have proved successful in 
this respect. They include commercial 
banks; intermediaries facilitating links 
between commercial banks and 
borrowers; parallel programmes 
(usually nongovemmental 
organizations) which obtain 
alternative sources of funds and 
provide loans directly; and poverty
oriented development banks with a 
more soundly-based formal structure. 

In Indonesia, for example, the 
government's bank, Rakyat, assists 
micro-entrepreneurs with two plans, 
25% of the loans going to women: one 
plan provides credit while the other 
stimulates savings. The programmes 
are also profitable for the government; 
the net income from the credit plan in 
1989 was over US$ 20 million and the 
system is now self-fmancing. 
Successful rural development or 
micro-entrepreneurial funds have also 
been initiated by commercial and 
government banks in a num~r of 
other countries, including Ecuador, 
Nepal and Peru. In the USA, the South 
Shore Bank has made profits of 
US$ 1.5 million as a result of lending 
to small-scale enterprises in some of 
the poorest areas of Chicago. 

Acci6n International, an 
intermediary organization, represents a 
network of 50 affiliates working in 12 
countries in Latin America and the 
Caribbean, which serves over 50 000 
borrowers organized in solidarity 

providing market-rate loans and 
training in business skills for low
income micro-entrepreneurs. In 1990, 
its total lending amounted to about 
US$ 37.8 million. 

Village associations 
Small self-formed groups of poor 
women or men have traditionally 
joined together in villages in many 
countries for the express purpose of 
quickly generating savings funds and 
establishing longer-term emergency 
funds. These associations include 
"tontines" (annuity schemes) in 
Cameroon, "arisans" in Indonesia, 
"otu-otu" contribution clubs in 
western Nigeria, "susus" in Ghana and 
Kenya, and many others. Today many 
of these groups are formal structures 
with access to commercial banks or to 
government credit sources. 
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In the Sarvodaya Credit Scheme in 
Sri Lanka, the Sarvodaya centre in 
each village initiates the formation of 
village societies of mixed male and 
female groups. The groups go through 
a rigorous training period during 
which each member enters a 
compulsory savings scheme. Such 
savings act as collateral for loans. The 
Sarvodaya thereafter lends a sum of 
money to the society and the society 
in turn lends to its members, the 
amount lent varying according to the 
project the member proposes. The 
society charges an interest of 20% per 
annum on the loan, and repays 
Sarvodaya at 15% per annum. 

The Badan Kredit Kecamatan in 
Indonesia, which establishes 
subdistrict financial boards to 
stimulate savings and to disburse 
small loans, is another example. 
About a third of all loans go to 
individuals, mainly women, and no 
collateral is required, but a 
commercial rate of interest is charged. 
The capital for loans is largely derived 
from deposit savings. This scheme has 

groups. Acci6n's major activity is These Indonesian women pooled their financial resources to launch income-generating projects. 
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reached millions of people; the key 
elements of its success include: 
- having government backing and the 

support of fmancial institutions; 
- serving areas that no other 

financial institutions serve; 
- using the influence and guidance 

of village leaders, by forming 
decentralized credit committees, to 
ensure that borrowers are credit
worthy. 

Small loans - big benefits 
The Grameen Bank, in Bangladesh, is 
perhaps the best-known poverty- -
oriented development bank. Mrs 
Manowara's story is similar to that of 
many women who have benefited 
from this bank 's loans. Poverty forced 
her to drop out of school in her third 
year. Her first husband divorced her 
because her family could not provide 

On South Andros island, in the Bahamas, the fishermen have created their own cooperative. 

Village women in Egypt ore learning new skills to increase their incomes. 
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a dowry, and her second husband was 
too old for farm labour, so the family 
had no income. 

Through a village bank worker she 
learned about the Grameen Bank's 
activities and was able to form a group 
with four other women. Each member 
of the group contributed one taka a 
week for seven weeks to a group 
savings fund prior to requesting loans 
from the bank. Mrs Manowara was 
the fifth in line to receive a loan. With 
her first 2000 taka (about US$ 50) she 
invested in stocks of basic staple foods 
to sell to her neighbours. While she 
was able to repay the initial loan 
instalments, she found it difficult to 
save; so with subsequent loans, she 
decided to invest progressively in 
more lucrative enterprises. With her 
third loan of 2500 taka ($65) she 
bought used garments in another 
village market, which she then sold at 
a profit in her own village. Further 
loans were then used to expand her 
business. 

After five years of assistance from 
the bank, Mrs Manowara can meet her 
family's basic needs. An 8000 taka 
($207) loan from the bank made it 
possible for her, with the help of her 
family and her group members, to 
construct a new clay-walled, tin
roofed home and a model latrine. She 
has enough food to feed her family, 
and her children are able to attend 
school. She has chickens and fruit 
trees; she also grows vegetables, jute 
and paddy to supplement her income 
and cover the cost of medicine, 
clothing, festival expenses and 
entertainment. • 

Adapted from Health dimensions of economic 
reform , World Health Organization, Geneva, 
1992, quoting from various sources . 


