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Credit is increasingly a key element in development strategies. For urban women it can have a dual effect of helping small businesses to grow and stabilising family incomes. In Sri Lanka, however, appropriate affordable credit is not always available to women. This is in spite of the fact that women are often the most reliable borrowers. This article outlines the most widespread Sri Lankan sources of credit and highlights the potential of informal credit in providing basic programming principles. These are illustrated here in the example of the Siddhartha Path Women’s Mutual Help Group.
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Introduction

Credit is available to Sri Lankans through many formal and informal sources. The formal sources include: government schemes, banking schemes, non-governmental schemes, and cooperative schemes. The informal sources include: cheetus (savings clubs), money lending, local credit groups, personal borrowing, bartering and pawning.
A comprehensive survey of the extent of both types of credit has not yet been undertaken and is long overdue. The most recent national data on credit can only be found for a small segment of the rural area during 1975-6. Despite this lack of data, however, it is clear that informal credit predominates in urban low-income areas, especially amongst women. It is the convenience, flexibility and accessibility of informal credit which gives it popularity.

In Sri Lanka, the popular methods of informal credit highlight women’s understanding of finance. Cheetus are an example of this: they are self-managing savings groups or clubs in which women contribute an agreed sum at regular intervals. The pooled amount is distributed in an agreed order. The cheetu system originated in India and can be found in various forms throughout Sri Lanka and most of Asia. Rice, gold and money cheetus vary in amount and detail depending on the participants’ needs. Cheetus give individuals access to a lump sum which would otherwise be difficult to accumulate. Urban low-income women in Sri Lanka play a key role in organising and managing cheetus in their communities.

Other forms of informal credit in Sri Lanka differ from cheetus in that they are organised on an individual basis. They also often have exploitative interest charges or hidden costs. In a recent study the role of informal lending is well summarised: ‘what emerges is that informal lenders transact at a very wide-ranging rate of interest, they lend for a wide array of (productive and unproductive) purposes and their sizes of lending are more varied than is generally assumed’. (Sandaratne, 1989)

The convenience, flexibility and accessibility of informal credit makes it popular with women.

Principles for programming

Women’s understanding of cheetus provides a useful starting point for developing principles to guide a savings and credit development programme.

· Make credit a key issue but not the only issue. Credit may allow for an increase in income, leading to improved living standards, but groups set up as credit units can also be forums for discussing issues from a women’s perspective.
· Low-income women should be the social mobilisers. They understand poverty and credit from first-hand experience and are able to communicate new ideas meaningfully when given the opportunity and training.
· Start with small, short-term loans. Such loans not only test the borrower’s willingness to repay, they also allow her to see if credit will help her business to grow.

· Extend credit in a simple way. Well-managed programmes extend credit within two months, using the ‘lead time’ for action planning on community issues, training and administration. Interest rates should be calculated on a flat-rate basis.

· Build on memory skills, rather than on complex record-keeping. Use the beneficiaries’ memories: introduce record-keeping as the businesses grow.

· Do not require security deposits or collateral which will be too difficult to obtain and too great a risk for poor women.

· Encourage a group approach. Group and partnership guarantees are often effective alternatives to security deposits.

· Let the women decide who will be a member of the group, based on mutual respect and friendship.

· Trust is most important – both trust between group members and towards the field staff.

· Communications and information are vital. Collecting and distributing information involves the ability to listen and speak effectively without dominating.

· Experience is the best teacher. Groups should be encouraged to learn through exchanges and networking with other similarly organised groups.
· Savings is as important as credit. Regular routine savings can provide a vital discipline in escaping poverty.

Start with small, short-term loans, which test the borrower’s willingness to repay.
Groups should be encouraged to learn through exchanges and networking with other similar groups.
The Siddhartha Path Women’s Mutual Help Group

The Siddhartha Path Women’s Mutual Help Group (WMHG) began in April 1989. It has thirteen members who between them support more than 50 children aged 2 to 23 years. These women own and operate some of the smallest businesses in their community.

	Type of Business

	Number

	Rice/food packets
	5

	Garment sewing and selling
	3

	Sweets and snack-making
	2

	Fruit retailing
	1

	Paper bag production
	1

	Lottery ticket sales
	1

	Total
	13


The Siddhartha Path WMHG began as the pilot project for a larger programme implemented by the government in the shanty areas of Colombo. It was initiated with funding from UNICEF, and the expanded programme is being supported by a Sri Lankan NGO, Women in Need.

This pilot project received an initial grant equivalent to US$200, which provided the starting capital for lending. Subsequent groups are required to save a set amount for one month before receiving a similar amount provided on a loan basis repayable over two years.

The process which brought the group together is one of the most interesting and vital aspects of the scheme. It is the foundation of their growth and a reflection of the programme’s potential. The treasurer of the Siddhartha Path Community Development Council is a well-respected and dynamic individual. She was asked by the government to select women to form a local community-based credit and support group. She had only a vague idea about how this group would function, and was given little guidance. She was asked to select only residents who were interested in credit and who had their own home-based enterprises. She selected the first members on the basis of trustworthiness and a willingness to repay.
These members became the core of the Siddhartha Path group. They subsequently participated in a total of three two-hour meetings prior to receiving credit and operating on their own. These meetings were the non-formal training in which the rules of the group were developed and memorised. These meetings also set the pattern of weekly meetings lasting for up to 1½ hours, which is a routine continuing to guide the group.

The rules and procedures are simple and explicit. Requests for loans are made verbally in front of the entire group: the purpose and amount are explained and others are encouraged to ask questions. When all the members have agreed, credit is issued. For new members, a maximum of Rs 250 may be loaned (Sri Lankan Rs 34 is equivalent to US $1). This is repayable in weekly instalments. Once credit-worthiness is established, up to Rs 500 may be borrowed by each woman each month. A service charge of 1 percent per week is levied in order to pay the group leader for her work of managing the fund, keeping records and calling meetings. During the first year the Siddhartha Path group circulated approximately Rs 30,000 with 100 percent repayment.
The group meets weekly, at first for training and subsequently to agree members’ loans.
Including the poorest

Expanding the membership of the Siddhartha Path group was initiated by the seven original members. They were particularly interested in involving the poorest women in their community, many of whom had business potential but lacked the confidence to come forward and ask to join the group. The leader has encouraged an innovative approach: initially she selected one of the poorest women, whom she personally felt committed to helping. Five months later, another of the poorest women in the community was invited to join. This careful and slow inclusion of the poorest was the way the group felt they could best absorb and support poorer women without risking the failure of the project. A brief case history of one of the group’s poorest members follows.

Poorer women were only included in the group slowly, so as to minimise the risk to the project while providing support to the poorest.

Vasanthi’s case

Vasanthi is the newest member of the women’s group. She was invited to join because of her particularly difficult situation: she has eight children aged 3 to 23 and a severely physically handicapped husband. She and her husband sell lottery tickets: Vasanthi purchases them wholesale, and her husband sells them from his wheelchair. On a good day they make a profit of Rs 50, but this is only on the days just before the lottery draw, or at the end of the month when many people have just received their salaries.
Loans from the women’s group have enabled them to buy more tickets wholesale and to avoid the high interest payable on short-term loans from the moneylender. The increase in income is used primarily for the children’s food and school fees. The children’s absenteeism from school has decreased since Vasanthi joined the group, but they continue to face humiliation from the school authorities who inspect the children’s meal packets and uniforms.
Vasanthi’s oldest daughter has recently returned home to have her first baby. Her husband refuses to join her because of the overcrowded housing conditions: all ten members sleep in one small room, the only room with a roof. Vasanthi and the other members of the women’s group, many of whom have similar housing problems, have organised a cheetu in order to mobilise funds for improving their roofs. The women’s group decided to give the first cheetu to those women in the greatest need, of whom Vasanthi will be amongst the first.

Mutual support

Mutual support amongst the members of the group grew rapidly after the first few months. Initially this was only a concept based on the principle that what one woman cannot do alone can be done collectively, but now the group has grown into a forum for discussing, confronting and solving problems faced by its members. During the first six months, three activities took place: child support, housing completion, and heroin rehabilitation.
Despite the congested living conditions, women in the Siddhartha Path group describe themselves as individuals with little trust between themselves and their neighbours. The group has been a means of building trust. This has had a practical benefit for some who have small children and need childcare facilities during working hours. Shared childcare, on a regular and emergency basis, is a growing function amongst members.

A more formalised system of mutual support has been developed for housing. Several members had incomplete houses which, during the heavy rains, caused difficult and unhealthy living conditions. The women agreed to organise a cheetu for housing, giving priority to those in most urgent need. Funding and support from the NGO Women in Need allowed this cheetu to take place.
Heroin addiction amongst the husbands and sons of group members has also led to mutual support in an attempt to find means of rehabilitation. This has been done mainly between individuals and the leader, with the group allowing for a discussion forum about the problem of heroin and alcohol addiction in their area.
The group has grown into a forum for confronting and solving problems faced by its members.

Conclusion

Women often state as a priority the future of their children and the stability of their family. Any attempt to analyse whether credit has led to improvements must be looked at from this holistic family perspective.

Women, such as those in Siddhartha Path, do not determine the effect of credit by looking at how much their home-based businesses have grown or how much profit has been earned. The increased income that may have resulted from access to credit is often channelled into family welfare. Credit to women thus becomes a means of promoting family stability and ensuring food security.

Furthermore, self-managing community-based group credit for women in low-income urban areas also provides a forum for mutual support in an attempt to solve common problems.
The role of the local group leader in building credit and mutual support amongst urban women is a key factor in success. External, middle-class extension workers are usually less effective and committed facilitators than women selected from low-income communities themselves. Organisations such as banks, and local and international NGOs should move away from the traditional extension worker approach and support community members to lead the implementation of their own locally managed development efforts. Only through this process can community-based groups be multiplied to achieve scale and impact.

Self-managing credit groups, such as Siddhartha Path, must be encouraged and supported to network with each other in order to secure their future existence. Free-standing, isolated credit groups may multiply their effectiveness if they are incorporated into successful movements such as saving and credit (Thrift and Credit) cooperative societies, or supported to form their own movement.
External, middle-class extension workers are usually less effective and committed facilitators than women selected from low-income communities themselves.
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